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XenoxTelecopier  turns  a  motel 
room  into  a  branch  office. 


We  think  the  traveling  businessman  deserves 
more  than  a  phone  and  nightstand  to  conduct  his 
business. 

So  we've  come  up  with  a  Telecopier  trans- 
ceiver that  tucks  neatly  inioa  traveling  case. 

It  means  that  even  from  the  wildest  outposts 
in  the  nation  he  can  send  or  receive  exact  copies 
of  everything  from  sales  orders  to  invoices  to 
shippingnotices.(lttakesallof4minutesacopy.) 

And  the  only  equipment  the  motel  has  to  pro- 
vide is  a  telephone  and  an  electrical  outlet. 

Of  course  the  way  today's  companies  are 
sprawling  with  warehouses  in  Walia  Walla  or  min- 
ing sites  in  Montana,  the  Xerox  Telecopier  is  like 
a  gift  from  heaven. 

Imagine  what  it  means  to  be  able  to  swap 
printed  information  so  easily  and  without  a 
chance  of  error. 


It  means  you  can  meet  even  the  most  de- 
manding customer's  demands  faster. 

It  means  no  more  bungled  quotes  over  the 
phone. 

It  means  no  more  mail  socked  in  at  the  local 
airport. 

It  means  less  business  junkets  to  deliver 
"some  important  papers". 

In  fact,  we  think  every  desk  (and  every  night- 
stand)  in  the  country  should  have  an  inexpensive 
Xerox  Telecopier. 

Because  it  would  provide  American  business 
with  something  it's  needed  for  a  long  time: 

Less  talk. 

More  action. 

For  complete  details  on  Xerox  Telecopier  call 
the  Xerox  office  nearest  you. 


XEROX, 
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The  Corporate  Shmoo 

One  month  short  of  20  years  ago,  there  appeared  in  Forbes  the  first  list- 
ing of  Loaded  Laggards;  the  1971  version  appears  on  page  31.  Loaded 
Laggards,  as  we  define  them  today,  are  stocks  selling  at  a  discount  of  40%  or 
more  from  book  value.  It  was  much  harder  to  get  on  the  list  in  1951,  be- 
cause in  those  days  many,  perhaps  most,  stocks  sold  well  below  book  val- 
ue. To  be  a  Loaded  Laggard  then,  vou  had  to  sell  at  a  discount— not  from 
total  book  value— but  from  net  working  capital. 

In  1951,  Forbes  found  80  of  them  on  the  Big  Board  and  Amex  alone. 
For  example,  National  Can  sold  around  9  as  against  a  total  book  value  of 
$21,  and  net  working  capital  alone  of  $9.54. 

Some  of  195 l's  stocks  turned  out  to  be  very  good  buys.  Cessna  Air- 
craft, split  7-for-l,  went  from  5  then  to  26  today— a  gain  of  3,500%. 

What  of  the  others?  Only  three  of 
the  original  Laggards  remain  on  the 
list  today:  Boeing  Aircraft  Co.,  Bayuk 
Cigars,  Todd  Shipyards. 

Of  the  others,  a  surprising  number 
have  disappeared  into  merger:  Hud- 
son Motor  Car,  General  Precision  Equip- 
ment, Universal  Pictures,  to  name  but 
a  few.  A  few  were  liquidated  or  virtu- 
ally so:  American  Woolen,  Webster 
Tobacco. 

A  scarce  handful  have  been  real  turn- 
around situations:  Montgomery  Ward 
(now  Marcor,  Inc.),  National  Can,  Hart 
Schaffner  &  Marx. 

For  a  few  years  we  actually  dropped 
the  annual  compilation;  at  the  height 
of  the  bull  market  it  was  getting  picked 
prettv  thin.  But  we  revived  it  when 
readers,  many  of  them  prominent  men 
in    business    or    finance,    telephoned    or 

wrote  asking  about  the  list.  We  are  told  that  it  proved  to  be  the  inspiration 
for  many  a  proxy  fight  and  tender  offer  during  the  Sixties. 

Taking  the  list  as  a  whole,  however,  it  did  not  prove  an  especially  good 
guide  to  investment  values:  The  number  of  spectacular  turnarounds,  advan- 
tageous liquidations  and  favorable  mergers  was  more  than  outweighed  by 
the  number  of  Laggards  that  never  revived.  Less  than  half  the  names  on 
the  1951  list  still  exist  as  independent  entities. 

Why,  then,  do  we  publish  the  list?  Because  if  history  is  any  guide,  many 
of  these  companies  will  have  to  mend  their  ways  or  disappear.  There  are 
potential  turnarounds  on  the  list.  Others  are  marked  for  slaughter. 

Further  than  that,  there  is  a  lesson  to  be  learned  from  this  annual  list- 
ing- It  is  a  lesson  that  we  at  Forbes  have  emphasized  again  and  again; 
in  fact  it  is  the  foundation  on  which  our  editorial  coverage  is  based.  The 
lesson  is  that  while  balance  sheets  are  useful  things,  they  cannot  tell  an 
investor  what  he  really  needs  to  know.  Which  is,  of  course:  Is  this  company 
well  managed?  Is  it  taking  full  advantage  of  its  opportunities? 

In  a  way  the  Laggard  complication  is  a  throwback  to  an  older  kind  ot 
analysis  a  simple  statistical  totting-up  of  a  company's  financial  strengths 
and  weaknesses.  Analysis  that  put  little  emphasis  on  growth  or  on  manage- 
ment. Useful  still,  but  as  much  for  what  it  doesn't  show  as  for  what  it  does. 

A  strong  balance  sheet,  without  strong  management,  is  like  Al  Capps 
Shmoo-  Lots  of  body  but  not  much  head,  and,  just  begging  to  be  eaten! 
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Encouraging  Dividends 

Reducing  the  income  tax  rate  on 
the  portion  of  corporate  earnings 
paid  out  in  dividends  to  stock- 
holders has  long  been  discussed  in 
the  U.S.  as  a  means  of  stimulating 
higher  dividend  payments  and 
making  equity  investments  more 
attractive.  In  Britain,  under  the 
budget  recently  submitted  by  the 
Heath  government,  it  may  soon  be- 
come a  reality-  The  maximum  cor- 
porate tax  rate  in  Britain  now  is 
40$.  Under  the  new  plan,  earnings 
retained  in  the  company  would  be 
taxed  at  50%,  relieved  by  30%  of 
the  amount  paid  out  in  dividends. 
Whatever  the  benefits,  however, 
the  change  will  make  earnings 
comparisons  and  the  calculation  of 
price/ earnings  ratios  more  compli- 
cated. It  would  be  possible  for 
two  companies  with  exactly  the 
same  pretax  profits  to  have  vastly 
different  net  earnings  and  price/ 
earnings  ratios  because  of  differ- 
ing dividend  policies. 


WASHINGTON 


Opening  at  the  SEC 

It's  no  secret  that  SEC  Commis- 
sioner Richard  B.  Smith  has  been 
telling  friends  he  plans  to  leave  his 
post  this  summer  and  return  to  law 
practice  in  New  York.  Two  Cal- 
ifornians  with  securities  regulation 
experience  are  currently  being  eyed 
as  possible  replacements.  The  front 
runner  at  the  moment  is  Califor- 
nia Corporations  Commissioner  An- 
thony R.  Piemo.  Also  in  the  run- 
ning is  Pierno's  predecessor,  Rob- 
ert Volk,  now  president  of  Union- 
america  Corp.  One  thing  Piemo 
has  going  for  him  is  a  degree  from 
Whittier  College,  whose  most  fa- 
mous alumnus  will  have  a  small  say 
in  the  appointment. 

Evasive  Action 

More  than  ever,  now  is  (lie 
wrong  time  to  give  in  to  that  temp- 
tation to  fudge  the  company  books 
a  bit  and  lessen  the  income  tax 
bite.  The  Federal  Government  is 
about  to  launch  a  full-dress  offen- 
sive against  tax  evaders  that  in- 
cludes    seeking     stiffer     penalties. 


Since  World  War  II  only  38%  of 
convicted  tax  evaders  have  actual- 
ly been  sentenced  to  prison.  Why 
the  big  push  now?  Washington  is 
worried  that  the  relatively  easy 
treatment  in  the  courts  of  Vietnam 
war  tax  protestors  may  encourage 
widespread  nonpolitical  evasion,  es- 
pecially in  a  year  of  sluggish  prof- 
its. Savs  Assistant  Attorney  General 
J.M.  Walters:  "We  feel  that,  with 
rare  exceptions,  every  tax  evader- 
should  go  to  jail." 

Open  the  Bidding 

Because  of  the  long-term  tech- 
nological emphasis  of  President 
Nixon's  Energy  Message  to  Con- 
gress last  month,  some  of  the  cur- 
rent business  angles  got  little  press 
play.  Like  the  decision  to  go  ahead 
with  building  an  atomic  breeder 
reactor  that  promises  to  be  far 
more  efficient  than  present  reac- 
tors. The  demonstration  breeder 
plant  will  cost  up  to  $500  million, 
says  Atomic  Energy  Commission 
Chairman  Glenn  E.  Seaborg,  with 
the  Government  supplying  about 
SI 30  million  and  the  rest  coming 
from  private  industry.  Bidding  be- 
gins this  summer.  The  plant  will 
be  completed  bv  1978  at  the  lat- 
est, says  Seaborg. 


BUSINESS 


Plus  from  Minus 

Occidental  Petroleum  is  making 
the  best  of  the  consent  judgment 
that  followed  last  winter's  SEC 
complaint  against  its  accounting 
practices.  The  company  recently 
reported  first-quarter  profits  for 
1971  of  $39.3  million,  which  were 
down  sharply  from  die  $42.3  mil- 
lion it  had  originally  reported  for 
the  first  quarter  of  1970.  But  in 
its  latest  report  Occidental  revised 
those  first-quarter  1970  earnings 
downward  to  $38.2  million,  partly 


to  reflect  the  SEC's  gripes,  thereby 
coming  up  with  a  3%  gain  instead 
of  an  8%  decline.  Confusing,  to  be 
sure,  but  thanks  to  the  SEC's  inter- 
vention it  is  a  truer  reading  of 
Oxy's  actual  performance. 

Keeping  It  Cool 

A  major  obstacle  to  building  an 
oil -pipeline  from  Alaska's  North 
Slope  is  the  vociferous  objection  of 
environmentalists  that  the  oil,  which 
runs  from  the  well  at  about  180 
degrees  Fahrenheit,  would  melt  the 
Arctic  permafrost.  That  would 
cause  the  pipeline  to  settle  un- 
evenly, resulting  in  undue  stress, 
possible  ruptures  and  oil  spills.  So 
Dow  Chemical,  sensing  a  large 
potential  market,  is  developing  a 
system  which,  besides  insulating 
the  pipeline,  employs  a  heat  sink. 
This  device,  by  means  of  a  circu- 
lating fluid,  would  soak  up  and 
store  the  heat  produced  by  the  oil 
during  the  summer  months  when 
most  of  the  permafrost  melting 
would  occur,  and  dissipate  it  into 
the  atmosphere  during  the  win- 
ter months. 

Shaking  the  Foundations 

The  red  tape  created  bv  the 
1969  Tax  Reform  Act  may  well 
drive  many  family  foundations  to- 
ward liquidation  in  1972,  predicts 
a  Washington-based  fund  raising 
consultant,  J.  Richard  Taft.  Under 
the  new  law,  foundations  must  pro- 
duce for  public  inspection  both  an 
annual  report  and  an  audited  tax 
return,  and  pay  a  4%  annual  excise 
tax.  Taft  says  these  requirements 
will  prompt  many  smaller  founda- 
tions to  seek  new  arrangements, 
ranging  from  incorporating  into 
community  trusts  to  grouping  with 
other  small  foundations  under  one 
manager.  So  far,  the  number  to 
follow  Taft's  predicted  pattern  is 
small,  but  growing  nonetheless.  ■ 
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If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
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financial  strategy 

Does  your  next  financial  move  require  as  much  as  $10  million,  a  need 
for  sophistication  available  from  a  financial  master?  The  financial 
engineers  from  FMCC  are  ready  nationwide  with  specialized  skills  in 
commercial  financing  .  .  .  capital  equipment  financing  and  leasing  .  .  . 
real  estate  financing.  Write  for  our  brochure  which  provides  a  com- 
prehensive description  of  FMCC's  services  to  the  business  community. 


"The  Financial  Engineers" 

Commercial,  Industrial  and  Real  Estate  Financing 

Ford  Motor  Credit  Company 

The  American  Road 

Dearborn,  Michigan  48121 


Ford  Motor 

Credit 

Company 
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Commercial,  Industrial 
&  Real  Estate  Financing 


%ur  wife's  making 

Merrill  Lynch  bullish  on 

certain  retail  stocks. 


We  think  she's  getting 
ready  to  go  out  and  spend. 

In  fact,  we  expect  a  re- 
vival in  consumer  spend- 
ing throughout  the  coun- 
try. If  we're   right,  we 
think  certain  retail  stocks 
will  continue  to  outper- 
form the  market.  , 

Our  analysts  base  a 
lot  of  their  optimism  on 
the  buildup  in  savings.  Consumers  saved 
a  record  $50  billion  last  year.  With  that 
as  a  cushion,  we  think  consumers  will 
start  spending  much  more  freely.  For 
several  reasons: 

One  is  the  trend  in  housing  starts 
It's  up.  Sharply.  And  more  housing 
means  more  demand  for  appliances, 
furniture,  and  carpeting. 

Other  bullish  signs  are  the  eas- 
ing of  credit  and  the  downward  trend 
in  interest  rates.  They  make  it  easier  for 
people  to  buy  the  big-ticket  items  they  put 
off  buying  during  the  recession. 


Finally,  there's  the  Federal  Gov- 
ernment acting  to  bolster  the 
economy.  That  should  help  to 
shore  up  consumer  confidence. 
And  loosen  purse  strings. 

But  we  don't  think  all  re- 
tailers will  benefit  equally.  Our 
analysts  are  most  bullish  on 
certain  large  and  well-estab- 
lished mass  merchandisers.  The 
ones  that  have  learned  how  to  con- 
trol costs.  And  turn  higher  sales 
into  higher  profits. 

If  you'd  like  to  know  our  latest 

recommendations  in  retailing,  call 

a  Merrill  Lynch  Account  Executive. 

He  can  tell  you  about  the  stocks  we 

think  have  a  good  chance  to  lead  the 

market  in  the  months  ahead. 

If  we're  right,  it  won't  mean  we 
can  judge  the  investment  significance 
of  every  new  trend.  Nobody  can.  But  we 
do  have  twice  as  many  analysts  working  on 
it  as  any  other  broker. 

We  figure  that  puts  the  odds  in  our  favor. 


Merrill  Lynch:  We  look  for  the  trends. 

Morrill  Lynch.  Pierce.  Former  &  Smith  Inc.  For  nearcat  office  call  toll-free  800-243 -6000.  In  Connecticut  call  800 -942-0655. 


READERS  SAY 


The  Chief  Executive 

Sir:  On  page  168  of  your  May  15  is- 
sue, you  have  a  double  asterisk  after  the 
name  of  Mr.  M.  A.  Orloff,  chief  executive 
of  Evans  Products  Co.  At  the  bottom  of 
the  page,  the  double  asterisk  states  that 
Mr.  Orloff  was  succeeded  by  Mr.  Sheldon 
Kaplan.  This  notation  is  in  error.  I  be- 
came president  and  chief  operating  offi- 
cer on  Apr.  10.  1971.  Mr.  Orloff  has  been, 
and  still  is.  chairman  and  chief  execu- 
tive officer. 

—Sheldon  Kaplan 

President, 

Evans  Products  Co. 

Portland,  Ore. 

Sik:  The  26  chief  executive  officer  pro- 
files are  Fascinating,  ['ve  found  something 
important  to  me  in  every  one. 

—Jambs  M  lrshutz 

trior  Vice  President, 

General   Manager, 

Campbell  Ewalcl  Advertising 

New  York.  \  V 

Sir:  The  comments  on  [J.  Paul]  Austin 
were  much  too  generous.  1  asked  the 
Lord  to  forgive  the  editor  For  such  ex- 
aggeration, and  I  asked  the  Lord  to  tor- 
sive me  for  enjoying  it. 

—J.    P  VI  1       UsIIN 

Chairman, 

The  Coca-Cola  Co. 

New    York,  NY. 

The  Simple  Solution 

Sin:  Re  your  comment  about  th( 
tor  unanimity  in  the  field  of  professional 
accounting  practice  (Fact  it  Comment, 
June  I).  The  solution  yon  suggest  is  so 
simple  that  I  am  certain  it  has  escaped 
the  attention  of  everyone  invoked  with 
the  vexing  problems  of  acceptable  ac- 
counting principles.  There  is  no  doubt 
that  agreement  among  the  five  major  ac- 
counting firms  would  lav  the  controvers) 
to  rest  and  virtually  eliminate  continued 
debilitating    intercourse    on    the    subject. 

— Ettore  Barbatelxj 

President, 

The  American  Appraisal  Co. 

Milwaukee,   Wis. 

Will  the  Real  Owner  Stand  Up? 

Sin:  The  article  "Manhattan's  Top  25 
Owners"  in  the  June  1  issue  of  FORBES 
is  both  interesting  and  informative,  but 
fails  to  include  mention  of  the  indebted- 
ness on  properties  "belonging"  to  the 
people  or  firms  listed.  While  some  are 
unquestionably  free  of  debt,  who  owns 
the  bonds  outstanding  on  the  others— 
and  what  about  bank  and /or  insurance 
company  loans?  In  short,  who  really 
owns  New  York? 

—George  S.  Avery 
Quaker  Hill,  Conn. 

Sir:   You  have  taken  a  subject  which 
I    thought    would    be    boring    and    unin- 
(Continued  on  page  69) 


Try  a  little 
tenderness. 


The 
Bombay 
Martini 

Made  with  Bombay  Gin, 
Imported  from  England. 


«*^ 


NHR 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 
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"Shipyard  business  is  expected  to  increase 
by  67%.  And  well  be  growing  with  it? 


In  the  decade  just  past, 
shipyard  billings  totalled  $20.3 
billion.  By  the  end  of  the  1970's, 
experts  see  this  figure  climbing  to 
$34  billion— a  67%  increase. 

And  with  the  recent 
federal  authorization  to  build  300 
new  ships  over  the  next  10  years, 
the  boom  has  already  begun. 

Our  two  shipyard  facilities 
are  admirably  situated  to  share 
in  the  increased  business  resulting 
from  the  nation's  mounting 
maritime  fleet.  Maryland 
Shipbuilding  &  Drydock 
Company,  for  example,  is  located 
in  the  center  of  the  Atlantic 
seaboard's  shipping  business 
and  is  well-known  for  its  ship 
repair  and  ship  conversion 
capabilities.  And  our  Jacksonville 
Shipyards  subsidiary  offers  the 
advantage  of  Florida's 


$40 

TOTAL  SHIPYARD   BILLINGS 

(billions  of  dollars) 

$30 

|- "I 

$20 

$10 

1960-1970 

Source: 

Maritime  Administration 


1970-1980 
(Est.) 


year-arnund  warm  weather  for 
ship  repairs  in  that  area. 

Together  they  serve  the 
entire  Atlantic  and  Gulf 
seaboard,  offering  our  Fruehauf 
customers  10  drydocks  with  lifting 
capacities  of  up  to  33,000  tons. 

Our  1970  Annual  Report 
tells  you  more  about  our 
increasing  shipyard  activities. 
For  your  copy 
write  Fruehauf 
Corporation, 
10900  Harper, 
Detroit,  Mich. 
48232. 

Fruehauf. 

A  company  building 

for  the  70's  through 


Total  Transportation. 
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TRANSPORTATION 
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Fa^jindComment 


NOW  IS  THE  TIME  FOR  ALL  GOOD  MEN 
TO  COME  TO  THE  AID  OE  THEIR  colZv 

The   I  Mted  States  is  selling  less  and  less  abroad    im- 
porting   more    and    more.    This    trade    imbalance    grows 


'"    foreign   markets.    Most 


worse  and  worse,  depredating  tl.e  dollar  as  a  work 
^^J^-j  to  growing  unempl^l 

Witt   a   (nil   |,ead   of  steam,    we   am.',.   '      , 
s.r.>«   ,.,...         .1.1         ■  . i         sailine   down   the 

vune    course    that    has    brought 

.  t*    i 


^,  U.S.  companies  face  the  challenge  of 
ed  cartels  that 


everywhere   around   the   globe 


mees. 


Britain    to    her   economic 


There  is  no  simple  • 

inj,-       .   ,,  -Cure,  no  single  villain. 

Inclisputablt)'-'  b 

altimiri"",!    V*  soaring  wage  costs— including  the  can  and 

cov*  ...]   agreements,  and  the  looming  steel  and  copper 

settlements.   o[   around   31$    over  a   three-year  period— are 

the  biggest  single  factor  in  making  American  products  un- 

exportably    expensive,    uncompetitive   in    the    increasingly 

competitive    marketplaces    of    the    world.    Not    onlv    are 

union    wage    stickups    at    fault— unvisioned    managements 

satisfied   only   with   the   domestic  market   play   a   part   in 

the  problem. 

Exporting  our  knowhow  has  been  a  prime  revenue  pro- 
ducer in  recent  years,  to  the  point  where  it  is  now  being 
used  against  us— by  lower-labor-cost  countries  who  now 
sell  to  us  for  less  what  our  machines  and  our  brains  taught 
them  to  make  so  well  and  efficiently. 

Is  the  answer  then  to  fence  ourselves  off  from  world 
trade  and  "protect"  our  large  domestic  market? 

Such  a  course,  widely  pursued,  would  plunge  our  own 
country  and  the  rest  of  the  Free  World  into  depression 
and  political  chaos.  Cocoon  living  on  this  complex  globe  is 
utterly  impossible  and  to  attempt  it  is  demonstratively  mad. 

What  course  then? 

The  situation  is  far  from  hopeless.  There  are  things  to 
be  done  today,  things  that  can  be  started  now  for  impact 
tomorrow. 

Some  lesser  but  important  ones:  Encourage  the  Admin- 
istration in  its  present  exploration  of  negating  antitrust 
laws  where  American  companies  might  unite  to  compete 
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government-support- 
compete  for  every  sort  of  market,  from 
services  to  construction  to  computers  to  the  things  for  sale 
at  a  Woolworth  counter.  Japan  Inc.  is  the  prize  example 
of  the  extraordinary  success  of  government-business  col- 
laboration in  the  world  marketplaces.  For  us  to  compete 
abroad  in  many  places  our  companies  must  be  permitted 
to  unite  where  it  will  help  their  competitive  stance.  Such 
collaboration  obviously  begins  only  where  our  own  shores 
end.  Within  our  own  country,  effective  antitrust  enforce- 
ment remains  essential,  must  not  be  eroded. 

Secondly,  cut  out  toe  dancing  with  the  countries  that 
unfairly  shut  us  out  of  their  domestic  markets.  Here  the 
Government  had  better  start  applying  the  golden  rule,  al- 
beit with  a  golden  glove. 

Thirdly,  apply  meaningful  tax  incentives  to  those  com- 
panies who  make  things  here  and  sell  'em  there. 

As  to  what  we  should  do  about  enormous  wage  settle- 
ments, that's  one  thing. 

What  we  can  do  about  them  is  another. 

No  Administration  can  go  on  doing  nothing  about  the 
matter.  If  wage  settlement  guidelines  are  unpalatable  or 
unworkable,  then  wage-price  freezes  must  be  considered. 

If,  politically,  no  one  can  be  found  to  try  it,  the  only 
alternative  is  arbitration— compulsory  arbitration. 

The  Lord  only  knows  from  whence  will  come  a  labor- 
and  management-applauded  Panel,  but  it'll  have  to  be 
sought  and  tried. 

»        o        o        « 

The  essential  goal  of  improving  our  position  in  the  world 
marketplaces  is  possible.  We  just  have  to  wake  up— soon— to 
the  fact  that  it's  something  we  had  better  get  right  busy 
doing  something  about. 

Now. 
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NOW  HOW  ABOUT  THAT 


In  a  sort  of  man-bites-dog  reversal  or  form,  IBM  has 
sued  Control  Data  Corp.,  claiming  that  the  acquisition  of 
Commercial  Credit  violates  the  Sherman  Antitrust  and 
the  Clayton  acts.  The  suit  contains  a  large  hatch  of  quite 
detailed  specifications. 

And  IBM  has  sharply  cut  prices  for  the  piggyback  hard- 
ware that  has  spawned  a  number  of  enterprising,  profitable, 
new  enterprises. 

Such  aggressive  response  by  the  Big  Daddy  of  the  com- 
puter world  is  something  new. 

During  its  decades  of  near-total  dominance,  IBM 
treated  the  relatively  minor  and  would-be  competitors  with 
either  disdain  or  lofty  benignness. 


As  more  companies  struggled  to  develop  real  footholds 
in  the  business,  IBM  seemed  to  adopt  a  possum  posture- 
so  it  wouldn't  get  Washington's  attention  as  a  Big  Bad 
Bully.  Since  the  data  processing  field  really  began  flour- 
ishing, and  peripheral  equipment  makers'  piggybacking 
on  IBM  equipment/ ueally  got  rolling,  IBM  has  ceased 
feigning  indifference  and  started  throwing  its  overweight 
around. 

IBM's  dilemmas  resulting  from  success  and  size  are  by 
no  means  solved. 

Its  public  image  in  the  last  couple  of  years  has  clouded 

considerably. 

It  needs  either  refurbishing  or  renewing. 


MAROONED  CHOICE 


If  I  Were  Marooned  On  A  Desert  Island  And  Could 
Have  Only  One  Periodical  Miraculously  Available  Begu- 
larly  And  I  Wanted  To  Know  What's  What  With  The 
World  And  Who's  Who  And  Where  It  Is  All  At  And  Hap- 


pening  In  The  World  In  A  Stimulating  And  Absorbing 
Way  That  Would  Keep  Alive  My  Desire  To  Beturn  To 
The  World^What  Periodical  Would  It  Be? 
New  York  Magazine. 


WARREN  BURGER: 
A  MILESTONE  MAN 


It's  a  hazardous  thing  for  commentators  to  name  con- 
temporaries who  will  figure  importantly  in  future  histories 
of  our  time.  But  I  am  as  certain  as  a  man  can  be  that 
the  present  Chief  Justice  will  be  written  about  as  one 
of  the  small  handful  of  Milestone  Men  whose  names 
mark  singularly  important  events  in  the  history  of  our 
Courts  and  our  Country. 

Why? 

Because  he  has  a  simple,  essential,  near- 
ly unachievable  goal  in  mind,  and  I  think 
over  a  reasonable  period  of  time  this  genial- 
ly canny,  judicially  determined  man  will  ac- 
complish it.  He  aims  to  see  our  present 
Court  system— state  and  federal— restructured 
so  that  a  Judge  can  judge,  so  that  those  in- 
volved in  civil  or  criminal  proceedings  can 
have  a  "fair,  honest  and  speedy  determination  of  issues." 

Liberty  is  an  abstract  concept  without  justice,  and 
there  can  be  little  justice  when  the  time  of  decision  ranges 
from  indefinite  to  infinite. 

Two  Warren  Burger  qualities  will  make  possible  a  sub- 
stantial achievement  of  this  goal.  In  the  first  place,  he  is 
not  as  awed  by  the  awesomeness  of  his  great  office  as 
much  as  he  is  aware  of  its  limitations,   its  powerlessness 
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to  dictate  or  legislate.  His  leadership  can  only  be  made 
effective  by  persistent  persuasion;  unremitting,  unheadlined 
effort;  encouragement  and  education  of  those  who  can 
do  what  needs  doing. 

Secondly,  this  long-practicing  lawyer  knows  where  to 
begin;  what  needs  to  be  done  or  tried  or  changed;  and 
his  approach  is  on  a  brick-bv-brick  hasis.  Be- 
gin with  little  steps,  first  things  first,  because 
no  singular  spectacular  thing  will  produce 
the  miracle. 

On  the  following  pages  is  the  speech 
Chief  Justice  Burger  made  just  a  year  ago 
setting  forth  the  problem  and  indicating  a 
number  of  directions  in  which  to  move. 

A  little  while  ago  our  Washington  Bureau 
Chief  and  I  sat  down  with  Justice  Burger  in 
his  chambers,  and  in  only  the  second  interview  he  has 
given  since  being  sworn  in  two  years  ago,  he  discussed 
progress  to  date  and  pointed  to  important  additional  steps 
to  be  explored.  Bead  "As  I  See  It,"  on  page  21. 

When  you've  finished  the  speech  and  the  interview.  I 
believe  you'll  agree  with  Forbes  that  in  time,  under  this 
man's  leadership,  "Justice  for  all"  will  become  much  more 
of  a  reality  for  us  all. 

-Malcolm  S.  Forbes. 

Editor-in-Chief 


Printed  below  is  a  speech  given  by  Chief  Justice  Warren  E. 
Burger  before  the  American  Bar  Association  on  Aug.  10,  1970. 


The  State  of  the  Federal  Judiciary 


When  President  Segal  and  the  Board  of  Governors  of 
tins  Association  invited  me  to  discuss  the  problems  of  the 
federal  courts  with  you,  as  leaders  of  the  legal  profession, 
my  mind  turned  at  once  to  one  of  the  great  statements  of 
the  problems  of  the  administration  of  justice.  That  was 
Dean  Roscoe  Pound's  (anions  speech  to  this  Association  at 
its  meeting  M4  yean  ago  this  summer.  He  said  then  that 
the  work  of  the  courts  in  the  20th  Century  could  not  be 
carried  on  with  the  methods  and  machinery  of  the  19th 
Century. 

Today,  in  the  final  third  of  this  century,  we  arc  still 
trying  to  operate  the  courts  with  fundamentally  the  same 
basic  methods,  the  same  procedures  and  the  same  ma- 
chinery he  said  were  not  good  enough  in  L906.  In  the 
supermarket  age  we  are   trying  to  operate  the  courts  with 

cracker-barre]  corner  grocer  methods  and  equipment— vin- 
tage 1900.  .  .  . 

Tin'  t  humors  and  improvements  we  need  are  long  over- 
due. Thev  will  call  for  a  very  great  effort  and  they  mav 
cost  money  but  it  there  are  to  be  bighei  costs  thev  will 

still  be  a  small  traction,  for  example,  of  the  S200  million 
cost  of  the  C-5A  airplane— since  the  entire  cost  of  the 
Federal  [udicial  S\stem  is  s]2s  million  annually.  Mili- 
tary aircraft  are  ohvioush   essential  m  this  uncertain  world. 

but  surely  adequate  support  for  the   [udicial   Branch  is 

also  important. 

Wall  Street  experts  recently  estimated  that  American  cit- 
izens and  businesses  spend  more  than  S2  billion  a  year 
on  private  security  and  crime  control.  Aside  from  the 
ominous  implications  of  such  private  policing  in  a  bee  so- 
ciety, just  think  what  $2  billion  could  do  for  public  pro- 
grams to  prevent  crime  and  enforce  law.  That  is  where 
such  support  belongs. 

More  money  and  more  judges  alone  is  not  the  primary 
solution.  Some  of  what  is  wrong  is  due  to  the  failure  to 
apply  the  techniques  of  modern  business  to  the  adminis- 
tration or  management  oi  the  purely  mechanical  opera- 
tion of  the  courts— of  modern  record-keeping  and  systems- 
planning  for  handling  the  movement  of  cases.  Some  is 
also  due  to  antiquated,  rigid  procedures  which  not  only 
permit  delay  but  often  encourage  it. 

I  am  confident  that  if  additional  costs  arise  in  the 
process  of  making  needed  changes  and  improvements  in 
the  management  of  the  judicial  system,  Congress  will  sup- 
port the  courts.  But  judges  must  demonstrate  the  needs 
clearly.  ... 

In  the  federal  courts  todav  the  problem  areas  are  essen- 
tially in  large  cities.  Here  we  find  in  the  judicial  sys- 
tem no  more  than  a  reflection  of  the  complexities  created 
by  population  growth  and  the  shift  to  large  urban  cen- 
ters. The  problems  exist  where  the  action  is. 


In  Maine,  for  example,  there  is  only  one  Federal  Dis- 
trict Judge  and  literally  not  enough  for  him  to  do.  As  a 
result  he  has,  for  15  years  or  more,  accepted  assignments 
to  go  to  courts  all  over  the  country  where  help  was  des- 
perately needed.  Many  judges  in  the  less  busy  districts 
have  done  the  same.  It  is  in  the  large  centers  that  both 
civil  and  criminal  cases  are  unreasonably  delayed  and  it 
is  there  that  the  weaknesses  of  our  judicial  machinery 
show  up. 

How  did  this  situation  come  about  in  the  face  of  nu- 
merous additional  judgeships  added  bv  Congress  in  the 
past  30  years? 

When  we  look  back,  we  can  see  three  kev  factors: 

First,  the  legal  profession  did  not  act  on  Dean  Pound's 
warnings  to  bring  methods,  machinery  and  personnel  up 
to  date. 

Second,  all  the  problems  he  warned  about  have  become 
far  more  serious  bv  the  increase  in  population  from  76 
million  in  1900  to  205  million  in  1970,  and  the  growth 
of  great  cities  and  increase  in  the  volume  of  cases. 


"Social  and  economic  upheavals  tend  to 
wind  up  on  the  doorsteps  of  the  courts." 


Third,  entirely  new  kinds  of  cases  have  been  added 
because  of  economic  and  social  changes,  new  laws  passed 
by  Congress  and  decisions  of  the  courts.  All  this  repre- 
sents the  inevitability  of  change  and  progress. 

In  this  20th  century,  wars,  social  upheaval,  and  the 
inventiveness  of  Man  have  altered  individual  lives  and 
society.  The  automobile,  for  example,  created  the  most 
mobile  society  on  earth  with  all  its  dislocations.  The 
same  automobile  that  altered  our  society  also  maimed  and 
killed  more  persons  than  all  our  wars  combined  and 
brought  into  the  courts  thousands  of  injury  and  death  cases 
which  did  not  exist  in  1900.  Today  automobile  cases  are 
the  largest  single  category  of  civil  cases  in  the  courts. 

All  this  ferment  of  wars,  mobility  of  people,  congestion 
in  the  cities,  and  social  changes  produced  dislocations  and 
unrest  that  contributed  to  an  enormous  increase  in  the 
rate  of  crime.  In  a  free  society  such  as  ours,  these  social 
and  economic  upheavals  tend  to  wind  up  on  the  door- 
steps of  the  courts.  Some  of  this  is  because  of  new  laws 
and  decisions,  and  some  because  of  a  tendency  that  is 
unique  to  America  to  look  to  the  courts  to  solve  all 
problems. 

From  time  to  time  Congress  adds  more  judges,  but  the 
total  judicial  organization  never  quite  keeps  up  with  the 
caseload.   Two  recent  statutes   alone   added  thousands   of 
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"The  C-5A  airplane  cost  $200  million.  .  .  .  The  entire  cost  of  the 
Federal  Judicial  System  is  $128  million  annually.  .  .  .  Give  the  courts 
the  manpower  and  tools  to  try  criminal  cases  within  60  days 
after  indictment.  I  predict  it  would  sharply  reduce  the  crime  rate." 


cases  relating  to  commitment  of  narcotics  addicts  and  the 
mentally  ill.  These  additions  came  when  civil  rights  cases, 
voting  cases  and  prisoner  petitions  were  expanding  by  the 
thousands. 

Meanwhile,  criminal  cases,  once  a  stable  figure  in  the 
federal  courts,  were  increasing.  Added  to  that,  the  records 
show  that  in  all  federal  district  courts  the  time  lapse  in 
criminal  cases  from  indictment  to  sentence  has  doubled. 

To  illustrate  some  of  the  changes,  consider  just  a  few 
figures: 
From  1940  to  1970: 

—Personal  injury  cases  multiplied  five  times; 

—Petitions  from  state  prisoners  seeking  federal  ha- 
beas corpus  relief  increased  from  89  to  over  12,000; 

—During  this  period  Congress  increased  the  number 
of  judges  by  70%,  while  the  total  number  of  cases 
filed  in  the  federal  district  courts  nearly  doubled. 

But  the  increase  in  volume  of  cases  is  not  by  any 
means  the  whole  story.  Experienced  district  judges  note 
that  the  actual  trial  of  a  criminal  case  now  takes  twice  as 
long  as  it  did  ten  years  ago  because  of  the  closer  scrutiny 
we  now  demand  as  to  such  things  as  confessions,  identifi- 
cation of  witnesses,  and  evidence  seized  by  the  police,  be- 
fore depriving  any  person  of  his  freedom.  These  changes 
represent  a  deliberate  commitment  on  our  part— some  by 
judicial  decisions  and  some  by  legislation— to  values  high- 
er than  pure  efficiency  when  we  are  dealing  with  human 
liberty.  The  impact  of  all  the  new  factors  has  been  felt 
in  both  state  and  federal  courts. 

The  Criminal  Justice  Act  of  1964  guaranteed  a  lawyer 
for  criminal  defendants— at  public  expense  for  the  indi- 
gent—and along  with  it  appeals  at  public  expense.  The 
Bail  Beform  Act  of  1966  authorized  liberal  release  before 
trial  without  the  conventional  bail  bond.  Each  of  these 
Acts  was  an  improvement  on  the  existing  system,  but  we 
can  now  see  what  was  produced  by  their  interaction  in 
a  period  when  crime  was  increasing  at  a  startling  rate. 
Defendants,  whether  guilty  or  innocent,  are  human;  they 
love  freedom  and  hate  punishment.  With  a  lawyer  provid- 
ed to  secure  release  without  the  need  for  a  conventional 
bail  bond,  most  defendants,  except  in  capital  cases,  are  re- 
leased pending  trial.  We  should  not  be  surprised  that  a 
defendant  on  bail  exerts  a  heavy  pressure  on  his  court- 
appointed  lawyer  to  postpone  the  trial  as  long  as  possi- 
ble so  as  to  remain  free.  These  postponements  consume 
the  time  of  judges  and  court  staffs  as  well  as  of  lawyers. 
Cases  are  calendared  and  reset  time  after  time  while  wit- 
nesses and  jurors  spend  endless  hours  just  waiting. 

If  trials  were  promptly  held  and  swiftly  completed,  and 
if  appeals  were  heard  without  delay,  this  would  be  less  a 
problem,  and  perhaps  debates  over  preventive  detention 
would  subside.  But  these  two  Acts  of  Congress  came  in  a 
period  when  other  forces,  including  decisions  of  the  courts, 
were  making  trials  longer,  appeals  more  frequent  and  re- 
trials commonplace.  We  should  not  be  surprised  at  delay 
when  more  and  more  defendants  demand  their  undoubted 


constitutional  rights  to  trial  by  jury  because  we  have  pro- 
vided them  with  lawyers  and  other  needs  at  public  ex- 
pense; nor  should  w*e  be  surprised  that  most  convicted 
persons  seek  a  new  trial  when  the  appeal  costs  them  noth- 
ing and  when  failure  to  take  the  appeal  will  cost  them 
freedom.  Being  human  a  defendant  plays  out  the  line 
which  society  has  cast  him.  Lawyers  are  competitive  crea- 
tures and  the  adversary  system  encourages  contention  and 
often  rewards  delay;  no  lawyer  wants  to  be  called  upon 
to  defend  the  client's  charge  of  incompetence  for  having 
failed  to  exploit  all  the  procedural  techniques  which  we 
have  deliberately  made  available.  Yet  the  most  experienced 
defense  lawyers  know  that  the  defendant's  best  interests 
may  be  served  in  most  cases  by  disposing  of  the  case  on 
a  guilty  plea  without  trial. 

A  new  category  of  case  was  added  when  it  was  decided 
that  claims  of  state  prisoners  testing  the  validity  of  a  state 
conviction  were  to  be  measured  by  federal  constitutional 
standards. 

There  is  a  solution  for  the  large  mass  of  state  prisoner 
cases  in  federal  courts— 12,000  in  the  current  year.  If  the 
states  will  develop  adequate  post-conviction  procedures 
for  their  own  state  prisoners,  this  problem  will  largely  dis- 
appear and  eliminate  a  major  source  of  tension  and  irri- 
tation in  State-Federal  relations. 

There  is  another  factor.  It  is  elementary,  historically 
and  statistically,  that  systems  of  courts— the  number  of 
judges,  prosecutors  and  of  courtrooms— have  been  based 
on  the  premise  that  approximately  90%  of  all  defendants 
will  plead  guilty,  leaving  only  10%,  more  or  less,  to  be 
tried.  That  premise  may  no  longer  be  a  reliable  yardstick 
of  our  needs.  The  consequence  of  what  might  seem  on 
its  face  a  small  percentage  change  in  the  rate  of  guilty 
pleas  can  be  tremendous.  A  reduction  from  90%  to  80% 
in  guilty  pleas  requires  the  assignment  of  twice  the  ju- 
dicial manpower  and  facilities— judges,  court  reporters, 
bailiffs,  clerks,  jurors  and  courtrooms.  A  reduction  to  70% 
trebles  this  demand.  .  .  . 

Changes  in  the  laws  that  are  part  of  what  we  call 
the  "revolution  in  criminal  justice,"  which  began  as  far 
back  as  the  1930s,  have  brought  this  about.  Anyone 
who  questions  these  changes  must  recognize  that  until 
the  past  two  decades  criminal  justice  was  the  neglected 
stepchild  of  the  Law. 

There  is  a  widespread  public  complaint  reflected  in  the 
news  media,  in  editorials  and  letters  to  the  editor,  that 
the  present  s\  stem  of  criminal  justice  does  not  deter  crim- 
inal conduct.  That  is  correct,  so  far  as  the  crimes  which 
trouble  most  Americans  today.  Whatever  deterrent  ef- 
fect may  have  existed  in  the  past  has  now  virtually  van- 
ished as  to  such  crimes. 

If  ever  the  law  is  to  have  genuine  deterrent  effect  on 
the  criminal  conduct  giving  us  immediate  concern,  we 
must  make  some  drastic  changes.  The  most  simple  and 
obvious  remedy  is  to  give  the  courts  the  manpower  and 
tools— including   the   prosecutors   and   defense   lawyers— to 
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trv  criminal  cases  within  60  days  after  indictment  and  let 
us  see  what  happens.  I  predict  it  would  sharply  reduce 
the  crime  rate. 

Efficiency  must  never  be  the  controlling  test  of  crim- 
inal justice,  but  the  work  of  the  courts  can  be  efficient 
without  jeopardizing  basic  safeguards.  Indeed,  the  delays 
in  trials  are  often  one  of  the  gravest  threats  to  individual 
rights.  Both  the  accused  and  the  public  are  entitled  to  a 
prompt  trial. 

The  addition  of  61  new  federal  district  judgeships  by 
Congress  within  recent  weeks  is  the  result  of  efforts  which 
began  five  years  ago.  Since  it  takes  time  to  fill  these  im- 
portant positions  and  new  judges  do  not  reach  peak  ef- 
ficienev  at  once,  their  full  impact  will  not  be  felt  for  a 
long  time.  We  see  therefore  that  the  additional  judges, 
needed  in  1965,  were  not  authorized  until  1970.  We  can- 
not soke  our  problems  bv  meeting  needs  five  or  more  years 
after  they  arise.  The  time  to  plan  for  1975  and  1980  needs 
is  now.  and  1  hope  this  can  be  accomplished,  not  simply 
by  adding  more  judges,  but  by  more  efficient  use  of  judicial 
manpower  and  through  improved  methods,  machinery, 
management  and  trained  administrative  personnel. 

Meanwhile,  not  a  week  passes  without  speeches  in 
Congress  anil  elsewhere  and  editorials  demanding  new 
laws— to  control  pollution,  for  example,  and  new  laws  al- 
lowing (.lass  actions  In  consumers  to  protect  the  public 
from  greedy  and  unscrupulous  producers  and  sellers.  No 
one  can  quarrel  with  the  needs,  nor  can  we  forget  that 
large  numbers  of  people  have  been  without  the  protec- 
tion which  onl)    the  lawyers  and  courts  can  give. 

The  difficulty  lies  in  our  tendency  to  meet  new  and 
legitimate  demands  with  new  laws  which  are  passed  with- 
out adequate  consideration  of  the  consecmences  in  terms 
<>l  caseloads.  This  is  dramatically  illustrated  in  the  cur- 
rent budget  of  the  Office  of  Economic  Opportunity.  Con- 
gress has  granted  that  program  $58  million  for  legal 
services.  That  $58  million  is  a  sound  commitment  to  an 
undei  protected  segment  of  OUT  people  whose  rights  have 
suffered  because  they  could  not  afford  a  lawyer.  Few 
things  rankle-  in  the  human  breast  like  a  sense  of  injustice. 
Whether  the  problem  is  large  or  small  in  the  abstract,  it  is 
very   large   to   the   person   afflicted.   We   should   applaud 

"Jurors  find  themselves  watching 
TV  in  the  Jurors'  Lounge  rather 
than    hearing    cases    in    court." 

Congress  for  taking  that  step.  But  cases  cannot  always 
be  settled  by  lawyers  and  the  burden  thus  falls  on  the 
courts.  This  allowance  for  OEO  legal  services  is  almost 
half  of  what  is  allowed  for  the  operation  of  all  the  courts 
in  the  federal  system.  Here  again  we  have  an  example  of 
a  sound  program  developed  without  adequate  planning 
tor  its  impact  on  the  courts. 

What  this  all  adds  up  to  is  that  for  at  least  50  years 
the  federal  court  system  has  experienced  the  combination 
of  steadily  increasing  burdens  while  suffering  deferred 
maintenance  of  the  total  judicial  machinery— and  much  of 
the  machinery  has  long  been  obsolete.  .  .  . 

To  prepare  for  this  report  to  you,  I  asked  every  federal 
judge  for  suggestions.  The  hundreds  of  replies  reflected 
a  note  of  frustration  and  even  anguish  at  the  daily  man- 
agement  and   administrative   burdens   that   drained   time 
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and  energy  from  their  primary  duty  to  dispose  of  cases. 
That  was  the  common  denominator  and  the  common  com- 
plaint. Federal  judges  are  today  in  somewhat  the  posi- 
tion of  members  of  Congress  a  generation  ago,  before 
the  Reorganization  Act  which  gave  adequate  staffs  to  the 
members  and  to  the  important  committee  work  of  the 
Congress. 

The  business  of  litigation  is  highly  complex.  To  as- 
semble all  the  necessary  individuals  is  not  as  simple  as 
TV  shows  depict.  It  actually  involves  the  very  difficult 
task  of  bringing  together  a  judge,  25  or  more  prospective 

"The  delays  in  trials  are  often  one 
of  the  gravest  threats  to  individual 
rights.  Both  the  accused  and  the  pub- 
lic   are   entitled   to   a   prompt   trial." 

jurors,  lawyers,  witnesses,  court  reporters,  bailiffs  and  oth- 
ers, at  the  same  place  at  the  same  time  without  lost  mo- 
tion. The  absence  or  tardiness  of  a  single  person  will  de- 
lay the  entire  process  and  waste  untold  time.  Countless 
citizens  serving  as  jurors  have  been  irritated  with  the  in- 
efficiencies of  the  courts  because  they  find  themselves 
watching  TV  in  the  Jurors'  Lounge  rather  than  hearing 
cases  in  court. 

The  management  of  busy  courts  calls  for  careful  plan- 
ning, and  definite  systems  and  organization  with  super- 
vision by  trained  administrator-managers.  We  have  at 
least  58  astronauts  capable  of  flying  to  the  moon,  but 
not  that  many  authentic  court  administrators  available 
to  serve  all  the  courts  in  the  state  and  federal  systems.  The 
federal  courts  need  immediately  a  court  executive  or  ad- 
ministrator for  each  of  the  11  circuits  and  for  every  busy 
federal  trial  court  with  more  than  six  or  seven  judges. 
We  need  them  to  serve  as  the  "traffic  managers,"  in  a 
sense,  as  hospitals  have  used  administrators  for  40  years 
to  relieve  doctors  and  nurses  of  management  duties.  We 
are  almost  half  a  century  behind  the  medical  profession 
in  this  respect. 

In  basic  principles,  it  is  indeed  essential  that  we  main- 
tain our  links  with  the  past  and  build  carefully  on  those 
foundations  because  they  are  a  result  of  thousands  of 
years  of  human  experience  in  the  evolution  of  the  law. 
There  is  great  value  in  stability,  predictability  and  con- 
tinuity. But  the  procedures  of  the  law  ought  to  respond 
more  swiftly— as  hospitals  and  doctors,  farmers  and  food 
distributors  have  changed  their  methods.  Yet  the  major 
procedural  change  of  this  century  was  the  development 
of  the  Federal  Rules  of  Civil  Procedure  a  generation  ago. 
Except  for  those  Rules,  Thomas  Jefferson  of  Virginia,  Alex- 
ander Hamilton  of  New  York  and  John  Adams  of  Massa- 
chusetts would  need  only  a  quick  briefing  on  modern 
pleading  and  the  pretrial  procedures  in  order  to  step  into 
a  federal  court  today  and  do  so  very  well  indeed.  We 
see,  therefore,  that  the  judicial  processes  for  resolving 
cases  and  controversies  have  remained  essentially  static 
for  200  years.  This  is  not  necessarily  bad,  but  when  courts 
are  not  able  to  keep  up  with  their  work,  it  suggests  the 
need  for  a  hard  new  look  at  our  procedures. 

As  to  the  future,  I  can  do  no  more  than  emphasize 
that  the  federal  court  system  is  for  a  limited  purpose,  and 
lawyers,  the  Congress  and  the  public  must  examine  care- 
fully  each   demand   they   make   on   that   system.    People 
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speak  glibly  of  putting  all  the  problems  of  pollution,  of 
crowded  cities,  of  consumer  class  actions  and  others  in 
the  federal  courts.  Some  of  these  problems  are  local  and 
we  should  look  more  to  state  courts  familiar  with  local 
conditions. 

Let  me  list  some  major  steps  for  the  future— steps  to  be- 
gin at  once: 

1.  The  friction  in  relations  between  state  and  federal 
courts  presents  serious  problems  in  both  the  review  of 
state  prisoner  petitions  and  other  cases.  I  strongly  urge 
that  in  each  state  there  be  created  a  State-Federal  Judi- 
cial Council  to  maintain  continuing  communication  on  all 
joint  problems.  In  some  states  such  bodies  have  already 
been  created  on  an  informal  basis. 

2.  State  and  federal  judges  should  continue  their  co- 
operation with  the  American  Bar  Association  to  establish 
and  maintain  standards  of  conduct  of  lawyers  and  judges 
that  will  uphold  public  confidence  in  the  integrity  of  the 
system  we  serve. 

3.  We  should  urgently  consider  a  recommendation  to 
Congress  to  create  a  Judiciary  Council  consisting  of  per- 
haps six  members,  one-third  appointed  by  each  of  the 
three  branches  of  Government,  to  act  as  a  coordinating 
body  whose  function  it  would  be  to  report  to  the  Con- 
gress, the  President  and  the  Judicial  Conference  on  a  wide 
range  of  matters  affecting  the  judicial  branch.  This  Coun- 
cil could  a)  report  to  Congress  the  impact  of  proposed 
legislation  likely  to  enlarge  federal  jurisdiction;  b)  ana- 
lyze and  report  to  Congress  on  studies  made  by  the  Judi- 
cial Conference  and  the  Federal  Judicial  Center  as  to  in- 
crease or  decrease  in  caseloads  of  particular  federal  dis- 
tricts; c)  study  existing  jurisdiction  of  federal  courts 
with  special  attention  to  proper  allocation  of  judicial  func- 
tions as  between  state  and  federal  courts;  d)  develop 
and  submit  to  Congress  a  proposal  for  creating  temporary 
judgeships  to  meet  urgent  needs  as  they  arise.  Some  state 
legislatures  authorize  such  appointments  based  on  a  for- 
mula of  population  and  caseloads  in  order  to  adjust 
promptly    to    population    changes    in    rapidly    developing 

"Today  automobile  cases  are  the  largest 
single  category  of  civil  cases  in  the  courts." 

areas;  e)  study  whether  there  is  a  present  need  for 
three-judge  District  Courts  and  whether  there  is  a  present 
need  for  federal  courts  to  try  automobile  collision  cases 
simply  because  of  the  coincidence  that  one  driver,  for  ex- 
ample, lives  in  Kansas  City,  Kansas,  and  the  other  in 
Kansas  City,  Missouri;  f)  continue  study  and  examina- 
tion of  the  structure  of  the  federal  circuits  that  are  now 
based  largely  on  historical  accident  and  are  unrelated 
to  the  demands  of  modern  judicial  administration  and 
management. 

4.  The  entire  structure  of  the  administration  of  bank- 
ruptcy and  receivership  matters  should  be  studied  to  eval- 
uate whether  they  could  be  more  efficiently  administered 
in  some  other  way.  Pending  studies  on  this  problem  should 
be  pressed  to  conclusion. 

5.  Over  the  years,  various  statutes  and  decisions  of 
courts  have  altered  many  aspects  of  criminal  procedure. 
Meanwhile,  some  of  the  states  have  experimented  with 
innovations  and  have  developed  new  procedures  to  im- 
prove justice.   Since  Congress  is  now  considering   an  en- 


tirely new  federal  criminal  code,  we  should  soon  under- 
take a  comprehensive  reexamination  of  the  structure  of 
criminal  procedure  to  establish  adequate  guidelines  re- 
flecting adjustment  to  the  new  code,  judicial  holdings,  and 
the  experience  of  the  states. 

"A  sense  of  confidence  in  the  courts 
is  essential  to  maintain  the  fabric  of 
ordered  liberty  for  a   free   people." 


6.  The  system  of  criminal  justice  must  be  viewed  as 
a  process  embracing  every  phase  from  crime  prevention 
through  the  correctional  system.  We  can  no  longer  limit 
our  responsibility  to  providing  defense  services  for  the 
judicial  process,  yet  continue  to  be  miserly  with  the  needs 
of  correctional  institutions  and  probation  and  parole 
services. 

7.  The  whole  process  of  appeals  must  be  reexamined. 
It  is  cumbersome  and  costly  and  it  encourages  delay  and 
it  takes  too  long.  Some  courts,  notably  the  overworked 
Fifth  Circuit,  have  developed  procedures  to  screen  out 
frivolous  appeals.  Finality  at  some  point  is  indispensable 
to  any  rational— and  workable— judicial  system. 

8.  We  made  a  wise  choice  in  guaranteeing  a  lawyer 
in  every  serious  criminal  case,  but  we  must  now  make 
certain  that  lawyers  are  adequately  trained,  and  that  the 
representation  is  on  a  high  professional  basis.  It  is  pro- 
fessional representation  we  promise  to  give— nothing  more 
—and  always  within  accepted  standards  of  conduct.  This 
Association  has  now  provided  lawyers  with  comprehen- 
sive and  authoritative  standards  and  it  is  up  to  the  courts 
and  the  bar  of  every  state  to  make  sure  they  are  followed. 

I  have  necessarily  left  some  subjects  untouched  and  oth- 
ers undeveloped,  but  I  hope  I  have  imparted  a  sense  of 
urgency  on  the  problems  and  needs  of  the  courts.  I  hope 
also  I  have  made  my  point  that  it  is  not  simply  a  matter 
of  more  judges,  but  primarily  better  management,  better 
methods  and  trained  administrative  personnel. 

A  sense  of  confidence  in  the  courts  is  essential  to  main- 
tain the  fabric  of  ordered  liberty  for  a  free  people  and 
three  things  could  destroy  that  confidence  and  do  incal- 
culable damage  to  society: 

That  people  come  to  believe  that  inefficiency  and  delay 
will  drain  even  a  just  judgment  of  its  value; 

That  people  who  have  long  been  exploited  in  the  small- 
er transactions  of  daily  life  come  to  believe  that  courts 
cannot  vindicate  their  legal  rights  from  fraud  and  over- 
reaching; 

That  people  come  to  believe  the  Law— in  the  larger  sense 
—cannot  fulfill  its  primary  function  to  protect  them  and 
their  families  in  their  homes,  at  their  work  and  on  the 
public  streets. 

I  have  great  confidence  in  our  basic  system  and  its 
foundations,  in  the  dedicated  judges  and  others  in  the  ju- 
dicial system,  and  in  the  lawyers  of  America.  Continuity 
with  change  is  the  genius  of  the  American  system  and 
both  are  essential  to  fulfill  the  promise  of  equal  justice 
under  law. 

If  we  want  to  maintain  these  crucial  values  we  must 
make  some  changes  in  our  methods,  our  procedure  and 
our  machinery,  and  I  ask  your  help  to  make  sure  this 
is  done. 
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AT&T  called  us  in  on  a  problem. 
The  phone  company  had  $1.5  billion 
in  debentures  to  offer  3.1  million  share- 
owners.  A  large  order  of  business. 
And  for  a  great  many  of  the  shareowners 
west  of  the  Mississippi,  AT&T  turned 
to  a  bank  large  enough  to  handle  the 
transaction.  Us. 

To  begin  with,  we  acted  as 
subscription  agent.  We  took  in  the 
checks  from  the  shareowners  who 
elected  to  subscribe.  Made  a  computer- 
ized transaction  record  so  AT&T 
could  mail  out  the  debentures  and 
checks.  In  short,  we  saved  the 
company  reams  of  paperwork.  And 
many  man-hours. 

We  also  operated  as  a  corporate 
depository  agent.  AT&T  can't  afford 
to  place  any  cash  on  hold.  So,  as  soon 
as  the  shareowners'  checks  came 
in,  the  money  went  out.  Some  of  it  was 
later  invested  with  our  assistance. 

These  are  just  some  of  the  ways 
we  make  less  work  and  more  money 
for  AT&T.  We  have  many  others.  Ways 
that  can  increase  your  corporate  profits, 
too.  Why  not  give  us  a  call9  San 
Francisco  (415)  622-5680,  Los  Angeles 
(213)  683-4215,  New  York  Corres- 
pondent (212)  425-3550.  After  all, 
the  phone  company  listens  to  us. 

BANKof  AMERICA 

Bank  Investment  Securities  Division 


Of  course  we'd  rather  have  you  visit  us. 


For  a  starter,  however,  we  invite  you  to 
ask  for  one  or  all  six  of  the  brochures 
shown  above.  They'll  give  you  a  quick 
and  factual  look  at  the  advantages  many 
companies  are  finding  in  the  strategic 
3-state  CG&E  Area.  Each  brochure 
deals  with  one  of  six  factors  considered 
important  in  seeking  a  location  for  a 


new  plant,  or  office,  or  expanding  an 
existing  one.  If,  after  this  closer  look, 
you'd  like  more  facts,  maps,  a  special 
study,  and  (we  hope)  a  conducted  tour, 
just  ask.  Write  or  call  James  A.  Wuenker 
(513-632-2595),  Area  Development 
Division,  Cincinnati  Gas  &  Electric 
Company,  Cincinnati,  Ohio  45202. 


THE  CINCINNATI  GAS  &  ELECTRIC  COMPANY 


Forbes 


As  I  See  it 


Slow  Justice  Is  Inadequate  Justice 


The  course  of  business  is  not  entirely  settled  in  the  marketplace.  Every- 
thing that  affects  society  also  affects  business,  and,  increasingly,  what 
happens  in  the  courts  of  law  matters  to  business:  suits  of  all  kinds, 
antitrust,  mergers,  labor  disputes.  In  rare  cases,  the  very  survival  of  a 
company,  its  whole  future,  may  hinge  upon  legal  decisions.  Thus  ihe 
congestion    in   the    courts   is   a    real   worry   to   businessmen    and    investors. 

To  gain  some  insight  into  the  legal  problems— and  their  possible 
solutions— Forbes  recently  interviewed  Chief  Justice  Warren  E.  Burger.  Un- 
like many  of  his  predecessors,  Burger  has  shown  a  willingness  to  speak 
out  on  these  matters.  He  does  so  because  he  feels  that  the  necessary 
judicial  reform  can  be  achieved  only  with  strong  public  support. 

Highlights  of  the  Forbes  interview  follow-. 


Mr.  Chief  Justice,  you  have  made 

plain  i/our  concern  about  the  burden 
OK   the  courts.   Hut  in   your  speech   in 

St.  Louis  last  year,  you  did  crHicizt 
tin  "tendency  thai  it  unique  to  Amei 
tea  to  look  to  th<    courts  to  solve  (ill 

problems."  If  then    is  a  problem  rooted 

in  Una,  where  then  might  we  look? 

Chief  |imki  Burgeb:  Well,  there 
arc  a  great  many  problems  that  should 
not  come  to  judges  at  all  and  can  be 
disposed  of  in  other  ways— better  ways. 

[     tan     suggest     one     basic     way     that 

must   be  developed   more  widely   in 

this    country,    and    that    is    the    use    ol 

private  arbitration.  The  American 
Arbitration  Association,  a  great  in- 
stitution, has  worked  on  this  lor  years. 
And  main'  lawyers,  including  the  best 
lawyers  in  the  country,  press  their 
clients  in  a  great  many  large  business 
engagements  between  corporations  to 
agree  that  all  disputes  between  them 
will  be  resolved  by  private  arbitration 
without  any  resort  to  courts  and  with- 
out any  judicial  review.  This  is  one 
area  we've  got  to  enlarge.  The  tabor 
movement  developed  this  technique 
more  than  a  century  ago  and  uses  it 
constantly.  We  must  use  this  highly 
acceptable  device  that  in  the  long 
run  is  probably  less  expensive  and  at 
least  as  efficient  and  fair  as  any  judi- 
cial process. 

But  can  arbitration  get  invoiced  in 
handing  down  judgments  on  the  law? 

Burger:  Yes.  Private  arbitration  may 
deal  with  questions  of  law  and  fact, 
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but  its  conclusion  is  not  precedent  in 
terms  of  law.  There  are  many  ad- 
vantages in  private  arbitration  over 
litigation  in  the  courts.  Much,  if  not 
most,  of  the  tactual  material,  what 
we  would  normally  call  the  evidence 
in  the  ease,  can  be  reduced  to  writing 
by  agreement  and  submitted  to  the 
arbitrators.  Only  the  matters  on  which 
the  parties  can't  agree  as  to  facts  and 
evidence  are  then  presented  to  the 
arbitrators  in  the  place  of  the  con- 
ventional form  of  testimony  under 
oath  with  direct  and  cross  examina- 
tion by  the  lawyers.  This  is  a  device 
widely  used  in  Europe.  We  need  to 
use  it  more  in  this  country. 

We  recalled  tliat  in  a  later  speech, 
at  Williamsburg,  Va.  last  March, 
Burger  had  said,  in  a  similar  vein, 
that  divorce,  child  custody  and  adop- 
tion cases  might  better  be  handled 
elsewhere  than  in  court,  and  asked 
him  to  enlarge  on  this  point. 

Burcer:  We  need  a  comprehensive 
reexamination  of  the  whole  basis  of 
the  jurisdiction  of  all  courts,  in  order 
to  eliminate  whenever  possible  all 
matters  which  may  be  better  admin- 
istered by  others,  so  as  to  restore  the 
courts  to  their  basic  function  of  deal- 
ing with  cases  and  controversies. 

The  word  "controversies"  conjured 
up  visions  of  the  mountain  of  litigation 
that  is  anticipated  over  the  raging  con- 
sumer and  environmental  issues  today. 
What  will  this  mean  for  the  already 
croivded  court  calendars? 


Chief  Justice   Warren   E.   Burger 


Burger:  I  have  suggested  that  such 
things  as  consumer  class  action,  en- 
vironmental and  ecology  cases  may 
well  more  efficiently  and  properly  be 
handled  in  the  state  courts  than  in 
federal  courts.  These  state  courts 
know  the  local  conditions  and  are 
rooted  in  the  community. 

Something  a  great  many  people 
tend  to  forget  is  that  the  basic  system 
for  the  administration  of  justice  in 
this  country  is  our  state  courts  system. 
The  federal  courts,  superimposed  by 
the  Constitution  in  1787,  were  to  be 
courts  of  special  and  limited  jurisdic- 
tion, filling  only  a  small  part  of  the 
total  administration  of  justice.  The 
federal  courts'  jurisdiction  was  orig- 
inally intended  for  matters  that  could 
not  be  handled  in  the  state  courts.  I 
would  like  to  see  us  get  back  to 
thinking  of  federal  courts  as  having 
strictly  limited  jurisdiction.  This  is,  of 
course,  up  to  Congress. 

But  whenever  power  has  come  to 
Washington,  we  suggested,  the  ra- 
tionalization for  it  has  been  that  the 
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states  are  too  parochial,  or  diverse, 
or  some  other  thing  to  handle  na- 
tional problems,  and  therefore  na- 
tional legislation  has  been  called  for. 
We  presumed  the  same  rationaliza- 
tion was  used  against  state  courts. 

Burger:  I  don't  know  which  came 
first.  Tins  is  a  chicken-and-egg  prob- 
lem. The  hard  reality  is  that  the  fed- 
eral establishment  has  nearly  all  the 
resources.  It  virtually  has  a  monopo- 
ly of  the  resources  in  terms  of  tax 
revenues,  and  the  states  are  in  a  very 
difficult  position  to  impose  additional 
taxes  to  meet  their  local  needs.  And, 
in  the  hierarchy  of  problems  of  the 
states,  the  courts  have  been  assigned 
a  rather  low  priority.  Some  states, 
for  example,  have  budgets  measured 
per  capita  of  judges  that  are  one- 
fourth  or  one-third  the  measure  given 
by  other  states. 

The  onslaught  of  cases  on  con- 
sumer and  environmental  matters  is 
going  to  hit  these  courts,  we  said. 
If  they  are  not  able  to  cope  with  it, 
won't  we  inevitably  get  a  federal  case? 

Burger:  There  will  be  pressure,  cer- 
tainly, to  have  these  things  pushed  in- 
to the  federal  courts  by  one  means  or 
another.  You  will  recall  that  in  St. 
Louis  I  raised  questions  about  the 
tendency  of  Congress  constantly  to 
add  new  jurisdiction  to  the  federal 
court  system  without  any  really  care- 
ful analysis  of  whether  the  judicial 
machine  was  big  enough  to  carry  the 
load.  This  is  the  reason  we  have  gone 
from  a  handful  of  federal  judges  at 
the  turn  of  the  century  to  more  than 
500  federal  judges  today.  The  casual 
assumption  that  federal  courts  can 
do  things  better  than  state  courts  just 
has  no  basis  in  fact  or  in  history.  The 
fact  of  the  matter  is  that  many  of 
these  consumer  and  environmental 
cases  can  be  handled  better  in  the 
state  courts  than  in  the  federal  courts. 
Where  the  state  courts  are  not  up  to 
what  they  ought  to  be,  in  quality  and 
facilities,  the  solution  is  not  to  throw 
these  questions  into  the  federal 
courts,  but  to  bring  the  state  courts 
up  to  an  appropriate  level. 

We  asked  how  that  might  be  done 
and  Burger  referred  to  his  Williams- 
burg speech,  but  was  at  pains  to 
point  out  that  at  Williamsburg  he 
had  been  speaking  not  to  the  federal 
system,  but  to  a  joint  conference  of 
federal  and  state  judges  and  lawyers. 
He  wanted  to  make  this  point  clear 
because  there  hate  been  tensions  and 
strains  between  the  state  and  federal 
courts  in  recent  years;  he  didn't  want 
to  appear  yet  another  federal  judge 

telling  the  state  fellows  what  to  do. 


Burger:  At  Williamsburg,  we  were 
considering  the  totality  of  the  prob- 
lems of  justice,  so  I  felt  justified  in 
referring  from  my  own  experience, 
which  was  to  a  large  extent  in  the 
state  courts  in  mv  private  practice. 
Then,  you  may  remember,  I  con- 
eluded  by  proposing  a  National  Cen- 
ter for  State  Courts  be  created  to  help 
state  courts  meet  their  problems. 

We  have  50  state  judicial  sys- 
tems—actually 51  now  with  the  new 
District  of  Columbia  courts— each  to- 
tally independent  of  the  other.  The 
onlv  coordination  of  any  kind  that  has 
existed  between  and  among  the  50 
state    courts     was    purely    voluntary 


action  by  associations  and  conferences 
created  by  the  judges  themselves  at 
their  own  expense  without  public  sup- 
port. The  Conference  of  the  Chief 
Justices  of  the  States,  the  Conference 
of  State  Trial  Judges,  of  Metropolitan 
Judges,  groups  of  that  kind.  They  are 
under-financed,  they  have  little  or  no 
staffing,  there  is  no  central  clearing- 
house. So  I  proposed  that  a  center  be 
created  that  would  be  an  umbrella  un- 
der which  all  of  these  activities  would 
be  coordinated,  where  information  on 
the  burdens  of  state  courts  could  be 
considered.  Right  today,  if  you  wanted 
to  find  out  the  total  dollar  cost  of 
jury  fees  in  all  the  50  states,  it  would 
he  a  major  research  undertaking. 

Coming  from  the  world  of  busi- 
ness where  every  other  company  is 
pushing  its  computer  to  give  it  more 
and  more  instant  information,  it  does 
seem  that  the  courts  are  strangely 
antiquated.  Obviously  you  cannot 
have  cost  and  data  control  until  you 
know  the  costs  and  assemble  the  data. 
But  Burger  painted  a  picture  of  lack 
of  control  that  went  beyond  costs. 

Burger:  1  have  said  on  a  number  of 

occasions  in  the  last  few  years  and 
before  that,  that  we  have  to  break 
out  of  some  of  the  forms  and  patterns 
lawyers  and  judges  use.  One  of  the 
simplest  and  most  obvious  sources  of 
confusion   and   difficult   administration 


in  trial  courts  is  the  handling  of  juries. 
In  a  large  courthouse  they  may  call 
from  800  to  1200  people  in  for  jury 
duty  at  one  time.  You've  got  to  have 
great  assembly  halls  for  them.  You've 
got  to  have  a  lot  of  manpower  to  get 
them  in  the  right  rooms  at  the  right 
time":  These  are  lay  people  who  are 
strangers  to  courthouses,  and  the  con- 
fusion is  indescribable  in  most  court- 
houses. I  know  of  one  in  the  federal 
system  where  the  jurors  sit  in  long 
halls  on  benches,  and  there  aren't 
enough  benches  for  all  the  jurors  even 
to  sit  down.  But  they  had  so  many 
jurors  coming  into  the  city  that  finally 
they  had  to  change  the  priority  so 
that  only  pregnant  women  could  sit 
down.  Taking  into  account  the  factors 
of  all  this  confusion,  and  the  cost  in 
the  federal  system  of  more  than  $22 
a  day  average  for  each  juror,  it  is 
very  easy  to  see  that  one  of  the 
simplest  ways  is  to  reduce  the  jury 
down  to  five  or  six  persons,  as  several 
states  have  done.  We  must  move  in 
this  direction  in  all  courts. 

Of  course,  it  struck  us.  There  is 
nothing  sacred  or  even  exceedingly 
wise  in  the  number  twelve.  It  is  a 
trial  by  fury,  not  by  numbers. 

Burger:  The  Supreme  Court  decided 
last  term  that  a  state  may  fix  its  own 
number  of  jurors  in  a  jury.  In  the 
particular  case  it  was  a  jury  of  six, 
and  in  that  case  it  happened  to  be  a 
criminal  case.  I  have  not  suggested  a 
reduction  of  juries  in  criminal  cases 
but  only  in  civil  cases.  There  are  a 
number  of  factors.  In  the  first  place, 
the  great  mass  of  litigation  in  this 
country  is  civil.  And  I  haven't  thought 
through  the  question  of  jury  size  in 
criminal  cases.  I  think  the  answer  is 
that  we  should  take  one  step  at  a  time 
and  see  what  experience  teaches  us. 

As  for  the  states,  they  should  be 
free  to  run  their  courts  whatever  way 
they  want  to,  subject  of  course  to  the 
guarantees  of  the  Constitution.  Yet 
there  is  a  basis  for  and  a  real  advan- 
tage in  having  greater  uniformity  of 
mechanisms  in  all  the  states,  provided 
always  that  this  is  a  voluntary  step 
bv  the  states.  This  will  be  one  of  the 
functions  of  the  National  Center  for 
State  Courts. 

Throughout  Burger's  discourse 
there  runs  a  constant  thread  that  was 
familiar  to  Forres.  What  he  wants  is 
to  bring  some  management— the  prin- 
ciples and  methods  of  business  man- 
agement, if  you  will— to  the  courts 
system.  His  key  proposal  at  St.  Louis 
last  year  teas  that  the  courts  be  pro- 
vided with  executives  or  administra- 
tors, freeing  the  judges  to  spend  their 
time  and  energies  at   their  principal 
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function:  fudging  cases.  We  asked 
what  progress  had  been  made  on  that 
proposal  and  what  the  Administration 
would  do. 

Burger:  Congress  recently  enacted  a 
hill  providing  for  a  court  executive 
for  each  or  the  eleven  circuits.  Of 
course,  it  is  a  new  profession  and  the 
job— to  put  it  in  those  terms— will  he 
made  by  the  incumbent.  The  imagina- 
tive.  resourceful  man  will  make  a  new 
profession  out  of  it.  It  is  basically  a 
management  job  The  courts  will  ex- 
pect these  executives  will  do  every- 
thing they  Feel  is  necessary,  short  of 
deciding    cases,    to    improve    the    effi- 


but  they  have  been  given  a  charter  to 
come  up  with  ideas  that  they  would 
propose  if  they  were  writing  on  a 
completely  clean  slate. 

And  we  have  reactivated  the  Ad- 
visory Committee  on  Civil  Rules.  Bear 
in  mind,  this  is  not  just  a  matter  of 
internal  rules  governing  what  goes 
on  in  the  courtroom.  Under  the  federal 
system,  the  Rules  of  Criminal  Proce- 
dure and  Rules  of  Civil  Procedure  are 
the  whole  controlling  devices  for  the 
running  of  all  litigation,  and  they 
have  the  force  of  statute.  They  are 
the  structure  of  procedure,  and  these 
are  going  to  be  reexamined,  as  far  as 
I  am  concerned,  from  top  to  bottom. 


ciency   oi   court    operations.    Thai    is, 

they    will    assist    the    judge    in    all    the 

management  aspects.  There  is  no  con- 
flict whatever  between  the  concept  of 

court  executives  and  the  judicial  func- 
tion. They  are  tWO  separate  things. 

Burger  Was  most  pleased  to  report 
that  the  first  members  of  this  neir 
profession— some  young,  some  at  mid- 
career—haoe  already  graduated  from 

the  Institute  for  Court  Management. 
which  is  at  the  University  of  Denvei 

Law  School,  and  which   was  set   up 

after  a  suggestion  hi/  Warren  Burger 
to  the  American  liar  Association  short- 
ly after  he  became  Cdiief  Justice. 

Thinking,  perhaps  complacently, 
that  a  good  dose  of  efficient  manage- 
ment would  June  the  courts  system  up 
to  snuff  soon  enough,  ice  asked  the 
Chief  Justices  thoughts  on  olhei 
things  that  needed  to  he  clone. 

BURGER:  We  have  all  gone  on  an 
assumption  that  oui  system  was  basi- 
cally sound,  which  it  is,  and  that  our 
techniques  and  methods  were  ade- 
quate and  that  all  we  needed  to  do 
was  tighten  them  up  and  improve 
them.  In  recent  years  I  have  come  to 
the  conclusion  that  just  tightening 
them  up  and  improving  them  is  not 
enough.  We  have  a  number  of  study 
groups  doing  some  very  hard  thinking 
on  the  basic  problems.  No  reports 
have  come  in  from  these  groups  as  yet, 


We  asked  the  Chief  Justice  to  give 
us  an  example  of  what  he  meant 
about  the  use  of  outdated  methods  in 
the  nation's  courts. 

BURGER:  Willi  a  few  exceptions, 
courts  are  making  little  01'  no  use  of  ei- 
ther modern  business  systems,  meth- 
ods or  machinery.  You  must  remember 
that  courts  have  grown  slowly  and 
steadily.  Some  courts  that  had  two  or 
three  judges  40  years  ago  now  have 
20  or  30,  but  too  often  all  the  same 
processes  and  methods  ol  administra- 
tion are  being  used.  The  greater  num- 
ber obviously  calls  for  greater  use  of 
systematic  operations,  but  we  judges 
have  a  tendency  to  function  like  feu- 
dal barons— each  man  king  in  his  own 
small  orbit.  That  spirit  of  indepen- 
dence is  imperative  to  the  decisional 
function,  but  fatal  to  management  of 
court  work  generally. 

Both  Chief  Justice  Burger  and  Pres- 
ident Nixon  have  been  heard  to  refer 
favorably  in  the  recent  past  to  Britain's 
laic  system.  Why? 

Burger:  The  British  system  is  basi- 
cally like  ours.  We  are  both  rooted 
in  the  English  common  law  adversary 
system  as  distinguished  from  the 
civil  laws  system  of  Continental  Eu- 
rope. But  the  English  have  many  ad- 
vantages. They  do  not  have  50  state 
jurisdictions  within  a  federal  system. 


They  have  a  system  of  the  Royal 
Courts  of  Justice  and  the  county  courts 
and,  for  example,  97  to  98  percent 
of  all  the  criminal  cases  are  disposed 
of  by  the  county  courts  and  by  jus- 
tices of  the  peace.  The  justice  of  the 
peace  system  has  never  worked  effi- 
ciently in  this  country,  but  it  works 
extraordinarily  well  in  England. 

Our  problems  are  far  more  com- 
plicated than  theirs.  They  have  a 
highly  disciplined  legal  profession,  and 
yet  no  advocates  in  the  world  are 
more  zealous  or  more  effective.  In 
England  one  cannot  become  a  trial 
judge  unless  he  has  been  a  very  suc- 
cessful trial  lawyer.  Only  the  most 
distinguished  trial  lawyers  can  be- 
come trial  judges.  As  a  result,  there 
are  no  amateur  judges  in  the  English 
system,  and  there  are  no  amateur  trial 
lawyers  or  occasional  trial  lawyers, 
such  as  we  have  in  this  country.  But 
thev  have  a  homogeneous  society,  a 
small  country,  a  central  system— many 
differences.  We  can  learn  a  great  deal 
from  them  and  try  to  adapt  it  to  our 
system.  On  the  other  hand,  thev  have 
learned  some  things  from  us,  too. 

We  had  the  impression  that  the 
Chief  Justice  was  impatient  with  the 
iceaknesses  and  slowness  of  the  Amer- 
ican judicial  si/stem,  and  recalled  that 
someone  had  written  that  our  courts 
need  to  have  some  one  "seize  them 
by  the  scruff  of  the  neck  and  shake 
them  hard."  That  seemed  to  us  some- 
thing like  ivhat  he  ivas  doing,  so  our 
last  c/uestion  was  to  ask  if  that  was 
an  accurate  description  of  his  two 
years  in  office. 

Burger:  Well,  now,  that  would  not  j 
be  very  civil,  would  it?  And  it  would 
not  be  effective.  Most  of  the  judges 
in  all  our  courts  are  dedicated,  in- 
dustrious people.  In  a  sense  we  are 
like  a  man  trving  to  travel  in  today's 
world  with  a  1913  Model  T  Ford. 
We  move,  but  we  move  far  too  slowly. 
The  very  diversity  that  has  given  us 
strength  and  vitality  has  also  brought 
a  cluttering  with  excess  variety  of 
methods.  Now  we  are  at  the  stage 
when  we  must  look  over  the  whole 
scene  and  pick  out  what  is  best  and 
discard  some  obsolete  processes.  Other 
societies  have  done  this  every  few 
centuries.  We  are  nearly  a  century 
overdue,  as  Dean  Roscoe  Pound  and 
others  said  at  the  turn  of  the  century. 
This  can  be  done  only  by  a  gigantic 
effort  of  lawyers,  judges  and  legal 
scholars  working  together.  We  must 
identify  the  problems— the  weaknesses 
and  flaws— and  keep  them  in  focus. 
Literally,  we  must  drive  ourselves.  But 
I  have  a  feeling  that  the  legal  pro- 
fession is  ready  for  change— and  public 
opinion  is  correctly  demanding  it.   ■ 
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New  Game? 

Magnavox  has  been  a  big  winner;  can  it  play  as  well  under  new  rules? 


For  years  Magnavox  Co.  has  been 
sitting  pretty.  Year  after  year  in 
the  Forbes  Annual  Report,  Magnavox 
has  ranked  with  companies  like  Avon 
Products,  Coca-Cola,  Xerox  and  Pola- 
roid as  one  of  the  most  profitable  in 
U.S.  business.  A  solid  brand  name 
and  distribution  setup  has  enabled 
Magnavox  to  market  its  products  at 
a  premium  price.  With  a  30%-or-so 
return  on  equity,  who  needed  diver- 
sification or  mass  markets? 

Then  came  1969-70.  The  recession, 
modest  elsewhere  in  the  economy, 
was  severe  in  color  TV.  Magnavox' 
sales  dropped  14%  to  just  under  $500 
million,  and  earnings  slumped  almost 
40%   (to  $1.56),  lowest  in  five  years. 

True,  Magnavox  still  netted  a  su- 
perior 15%  on  stockholders'  equity, 
and  color  TV  is  coming  back  this  year: 
On  an  18%-sales  gain  in  the  first  quar- 
ter, Magnavox'  earnings  got  back  close 
to  the  high  levels  of  the  late  Sixties. 

Still,  1970  had  been  quite  a  shock- 
er. As  Robert  H.  Piatt,  who  succeed- 
ed the  late  Frank  Freimann  as  presi- 
dent in  1968,  puts  it,  "We  don't  want 
to  go  through  another  miserable  pe- 
riod like  that  again  without  having  a 
much  broader  base." 

To  this  end,  he  has  stepped  up  the 
pace  of  Magnavox'  diversification, 
aside  from  22%  of  sales  in  military  and 
government  electronics.  For  example, 
since  late  1968  Piatt  has  put  Magna- 
vox deeper  into  the  home  furnishings 


business  by  acquiring  six  more  furni- 
ture companies.  Last  December  he  al- 
so picked  up  LaSalle-Deitch  Co.  of 
Elkhart,  Ind.,  a  $40-million  producer 
of  furnishings  for  mobile  homes  and 
recreational  vehicles. 

The  purchase  of  Craftsman  Elec- 
tronics Products  late  last  year  makes 
Magnavox  a  potentially  powerful 
hardware  maker  for  the  promising 
CATV  market.  Later  this  year  Piatt 
expects  to  introduce  a  color-TV  re- 
ceiver especially  adapted  for  CATV. 
Meantime,  Magnavox,  already  a  large 
U.S.  maker  of  musical  instruments, 
has  bought  Lyons  Band  Instrument 
Co.,  which  sells  to  the  school  market. 
By  the  end  of  1971  Piatt  expects  such 
nontraditional  businesses  to  contrib- 
ute almost  23%  of  $600  million  in  pro- 
jected sales,  vs.  only  6%  to  7%  three 
years  ago. 

New  TV  Strategy 

"I  see  a  great  future  for  consumer 
electronic  products,"  says  Piatt,  "but 
we  want  to  counterbalance  the  cycli- 
cal nature  of  the  TV  and  phonograph 
business.  For  instance,  our  fourth 
quarter  traditionally  has  been  our  big- 
gest. New  businesses  like  LaSalle- 
Deitch  do  better  in  other  quarters." 

Even  so,  Piatt  is  gradually  chang- 
ing Magnavox'  traditional  product 
strategy  in  its  bread-and-butter  TV 
market.  Right  now,  the  bulk  of  sales 
and  profits  still  comes  from  the  high 


end  of  the  business,  such  as  25-inch 
color  consoles.  But  Piatt  knows  that 
as  color-TV  market  saturation  (now 
almost  50%)  increases,  industry  sales  of 
color  consoles  will  continue  the  steady 
decline  that  began  in  the  mid-Sixties. 

As  a  result,  he  is  putting  more  em- 
phasis* on  color  portable  and  table 
models  19  inches  and  below.  Rede- 
signed and  expanded,  Magnavox'  new 
line  of  portables  and  table  sets  for 
this  year  number  12  models— twice  as 
many  as  three  years  ago. 

This  entails  a  head-on  collision  with 
the  Japanese,  whose  big  strength  is 
in  small  color  sets.  But  Piatt  claims 
he  is  ready.  This  year,  Magnavox 
stopped  having  its  portable  color 
chassis  made  by  subcontractors  in 
Japan.  "We  now  make  them  here 
with  new  designs  and  cost  savings 
that  make  us  competitive  with  the 
Japanese,"  says  Piatt. 

"I  told  my  people  we  had  to  make 
a  move  like  this  if  we  were  going  to 
compete,"  he  goes  on.  "When  we  give 
the  Japanese  our  manufacturing  busi- 
ness, it  only  helps  them  amortize  their 
costs  and  beat  us  at  our  own  game. 
You  just  can't  scream  at  the  Japanese 
or  depend  on  the  antidumping  law. 
You  have  to  hurt  them." 

Instead,  Magnavox  is  constructing 
a  new  plant  in  Nogales,  Mexico  to 
manufacture  subassemblies  for  its  ra- 
dio and  phonograph  lines.  "Places  like 
Taiwan  are  too  far  away  to  obtain 
low  labor  costs  while  maintaining 
quality  control,"  says  Piatt.  "That's 
why  we  picked  Mexico.  I  think  it 
will  help  keep  us  competitive  with 
the  Japanese." 


Crackerjacks  in  Japan 

Borden's  Gus  Marusi  has  made  the  hard  decisions 
which  should  make  Elsie  a   growth   cow  again. 


Aucustine  R.  Marusi,  chairman  of 
venerable  Borden  Inc.,  has  a  lot  to 
apologize  for.  Before  he  became  boss 
in  early  1967,  Borden  had  enjoyed 
11  years  of  record  earnings. 

In  contrast  to  Marusi's  boast  that 
he  would  raise  Borden's  earnings  by 
10%  a  year,  earnings  declined  sharp- 
ly between  1967  and  1969.  In  1970 
they  improved  to  $1.83,  but  way  be- 
low 1966  s  pre-Marusi  record  $2.15. 

Yet  Gus  Marusi  has  been  making 
more  progress  than  the  annual  report 
I  indicate.  He  has  been  trans- 
Borden  into  a  stronger  com- 
pany than  it  was  when  it  reported 
rring  ot  record  earnings.  For  the 
old  Borden  before  Marusi  took  over 
weaker  than  it  seemed. 

Item:     Diversifying    shrewdly    and 
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early,  Borden's  old  management  pick- 
ed up  some  outstanding  specialty  food 
acquisitions.  But  its  mediocre  market- 
ing and  hands-off  decentralization 
policies  kept  these  prizes  below  their 
potential.  In  battles  with  sharp  mer- 
chandisers like  Procter  &  Gamble, 
Borden's  Elsie  usually  came  out  the 
loser.  For  example,  it  had  to  drop  out 
of  the  booming  disposable  diaper 
market  (Forbes,  Dec.  15,  1970),  a 
seeming  natural  for  Borden's  distribu- 
tion channels. 

Item:  Borden's  spectacular  diver- 
sification into  chemicals,  led  by  Ma- 
rusi before  he  became  overall  corpo- 
rate boss.  He  built  chemicals  from  6% 
to  21%  of  sales.  But  a  plunge  into  the 
fertilizer  business  at  the  worst  possi- 
ble moment  made  Borden's  chemical 
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Gone.  Not  only  this  1900 
wagon  delivery,  but  all 
Borden  milk  delivery  to 
the     New     York     City     area. 
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Besides  manufacturing  abroad, 
Magnavox  is  selling  abroad  in  a  big 
way  for  the  fust  time.  It  bought  a  po- 
sition in  the  growing  Mexican  market 
for  home  electronics  through  a  40% 
investment  last  year  in  Construcciones 
Electronicas  S.A.,  a  Mexican  set  mak- 
er. And  last  year  it  set  up  a  network 
of  about  100  dealers  to  start  selling 
lines  in  Canada. 

At  home,  Magnavox  has  also  under- 
gone great  changes  in  its  small  but 
powerful  franchised  dealer  setup, 
which  had  enabled  it  to  avoid  the  in- 
dustry's endemic  price-cutting.  Under 
Federal   Trade   Commission   pressure, 


Magnavox  agreed  not  to  fix  prices  in 
15  nonfair  trade  states  accounting  for 
some  15%  of  its  domestic  home  elec- 
tronics business,  and  also  in  fair  trade 
areas  bordering  eight  nonfair  trade 
areas  such  as  Washington,  D.C. 

So  far,  Piatt  says,  the  change  has 
not  affected  margins.  "Many  of  the 
practices  challenged  by  the  FTC  were 
changed  long  ago,  anyway.  And  thus 
far  we  have  very  little  evidence  of 
price  cutting  in  the  areas  affected." 
But  he  admits  the  situation  could 
change.  This  could  pressure  Magna- 
vox to  expand  its  dealerships  and  be- 
come more  of  a  volume  producer. 


Piatt  would  like  to  forestall  this 
as  long  as  he  can.  "We  want  a  bigger 
share  of  the  market,"  he  says.  "But 
we  want  to  get  it  profitably."  How- 
ever, Magnavox'  new  stress  on  porta- 
bles and  table  models  suggests  it  is 
going  for  more  smaller-ticket  sales  and 
there  is  also  talk  that  Japan's  Pana- 
sonic plans  to  make  25-inch  color  TV 
consoles  in  Puerto  Bico  for  sale  here. 

Are  happy  days  and  superior  profit- 
ability a  thing  of  the  past  for  Mag- 
navox? Don't  underestimate  the  com- 
pany, but  this  much  is  certain:  The 
company  now  is  playing  a  different 
game  and  in  a  different  league.   ■ 


Learning  from  the  Competition- 


One  big  reason  Japan's  electron- 
ics companies  so  often  get  the 
jump  on  us,  savs  Magnavox'  Bob 
Piatt,  is  their  government-sanc- 
tioned policv  of  "shared  research," 
which,  he  savs,  "cuts  their  individ- 
ual costs  and  speeds  up  their  tech- 
nological development."  American 
companies,  lie  thinks,  can  (and 
should)  do  the  same  without  run- 
ning afoul  of  U.S.  antitrust  laws. 

That  is  why  Magnavox  was 
quick  to  join  a  consortium  01  ma- 
jor U.S.  companies  mobilized  last 
vcar  by  the  research  (inn  oi  Arthur 
D.  Little  to  develop  standardized 
equipment  for  a  national  broad- 
band communications  network. 
Using  cable  TV  and/ or  UHF-tele- 
phone  combinations,  such  a  system 
would  store,  retrieve,  transmit  and 
eive  everything  from  entertain- 


ment to  stock  market  information 
to  airline  and  theater  ticket  sales 
and  facsimile  newspapers. 

With  what  seems  to  be  the  Jus- 
tice Department's  unofficial  bless- 
ing, Arthur  D.  Little  has  enlisted 
as  sponsors  some  30  companies  in- 
cluding IBM,  GE,  Westinghouse, 
American  Express,  Bank  of  Ameri- 
ca. Eastman  Kodak,  Merrill  Lynch, 
Dow  Jones,  CBS,  Zenith,  Time 
Inc.,  the  Times  Mirror  Co.  and 
The  New  York  Times  Co. 

Each  company  put  up  $12,500 
for  a  feasibility  study  of  such  a 
system.  The  goal:  a  jointly-owned 
corporation,  possibly  with  as  much 
as  50'/  public  ownership  later.  As 
envisioned,  this  corporation,  now 
called  BCN,  Inc.  (for  Broadband 
Communications  Network),  would 
start   the  system  perhaps   by   1972 


with  an  initial  group  of  some 
10,000  subscribers.  Everything 
learned  along  the  way  will  be 
shared  by  the  participating  firms, 
which  also  would  get  royalty-free 
patents  and  licenses.  "A  participat- 
ing firm,  of  course,  may  decide  to 
drop  out  and  start  its  own  system," 
says  ADL's  John  Thompson. 
Whether  anyone  does,  remains  to 
be  seen.  So  does  the  possibility  of 
the  project  being  hamstrung  in 
Washington. 

As  it  is,  says  Piatt,  "Nobody 
individually  could  move  such  a  to- 
tal system  along  so  fast.  Starting 
it  as  an  industry  project  gives  us 
a  better  chance  of  making  it  hap- 
pen without  having  the  Govern- 
ment come  in  and  set  standards. 
We  see  a  multibillion-dollar  mar- 
ket for  those  in  it." 


complex  considerably   less   profitable. 

Item:      Borden's      oldest      business, 

dairy  products,  suffered  from  the  ex- 
cessive decentralization  and  poor  mar- 
keting of  the  specialty  food  opera- 
tion and,  even  worse,  served  parts  of 
the  Northeast  which  were  profitless 
and  had  little  potential. 

Item:  International  sales  had  been 
neglected  and  were  but  8%  of  sales. 

In  the  less  competitive  economy  of 
the  early  Sixties,  Marusi  might  have 
remedied  these  defects  and  still  kept 
his  pledge  and  increased  earnings.  But 
the  curious  current  blend  of  inflation- 
ary recession  played  havoc  with  Bor- 
den's earnings.  Still,  though  it  was 
far  from  painless,  Marusi's  revamp- 
ing has  been  effective. 

"In  1970  we  made  the  turn,"  as«- 
serts  Marusi.  "Our  facilities  deploy- 
ment is  maybe  60%  through  and  is  a 
success.  Dairy  has  had  the  biggest 
surgery.  From  now  on,  the  remaining 
surgery  will  be  more  outside  dairy." 

Moves  like  withdrawing  from   the 


fluid  milk  business  in  Puerto  Rico  and 
New  York  City,  where  Borden  had 
1(1,  of  the  market,  enabled  Marusi 
to  boost  dairy  operating  income  up 
$9  million  in  1970  even  though  total 
dairy  product  revenues  fell  $89  mil- 
lion. Similarly,  closing  four  fertilizer 
plants  kept  chemical  operating  in- 
come level  in  a  very  tough  year. 

Now,  with  a  newly  centralized  man- 
agement in  place,  Marusi  has  turned 
to  Borden's  greatest  problem  and  big- 
gest opportunity.  "Borden  has  built- 
in  diversification,  but  it  is  unexploit- 
ed  so  far,"  says  he.  The  reason?  "Oth- 
er companies  [such  as  P&G  and  Gen- 
eral Foods]  are  better  marketers." 

That's  a  strong  fact  for  a  corporate 
head  to  admit.  And  Borden  will  not 
become  a  crackerjack  marketer  over- 
night. "It  will  be  a  hard  row  to  hoe," 
says  Marusi.  "We  only  started  in  Jan- 
uary this  year.  So  far  the  internal 
growth  is  not  too  apparent,  but  I 
know  it's  there." 

Besides    changing    many    regional 


brands  such  as  Cremora  and  Kava  in- 
stant coffee  to  national  ones,  Marusi 
plans  taking  an  international  view  of 
marketing.  This,  he  promises,  will  help 
triple  overseas  sales  to  25%  in  a  tew 
years.  He  cites  one  Borden  joint  ven- 
ture in  Japan:  "Right  now  we're  sell- 
ing all  the  Crackerjacks  we  can  pro- 
duce in  Japan  without  even  being  in 
the  big  Tokyo  market." 

Will  Borden  begin  a  new  string  of 
11  consecutive  years  of  increased 
earnings?  Probably  not.  Elsie's  chem- 
icals still  suffer  from  the  general  in- 
dustry weakness,  and  there  will  be  no 
dramatic  growth  in  her  basic  daiiy 
business  in  a  diet-conscious  U.S. 

Has  Marusi  fulfilled  the  high  hopes 
with  which  he  took  office?  No.  Has  he 
faced  squarely  up  to  his  company's 
weaknesses  and  dealt  with  them  forth- 
rightly?  Yes.  Overall,  he  has  learned 
what  a  good  many  other  ambitious 
men  have  learned  before  him:  You 
can't  turn  around  a  big  sluggish  com- 
pany as  fast  as  you  might  like.   " 
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Double  Whammy 

Wilbur  Mills  helped  U.S.  textiles  and 
made  political  hay  at  the  same  time. 


During  the  1968  election  and  since, 
President  Nixon  has  promised  to  pro- 
tect southern  jobs  by  holding  back 
the  flood  of  Japanese  textile  imports. 
It  has  been  a  part  of  the  Republican 
"Southern  Strategy."  It  would  ap- 
pear, however,  that  Representative 
Wilbur  Mills  has  outflanked  Nixon's 
strategy. 

Going  over  the  Administration's 
head,  Mills  has  personally  made  a 
deal  with  the  Japanese  to  restrict  tex- 
tile imports  into  the  U.S.  Now  he  is 
threatening  to  take  the  lead  away 
from  Nixon  in  the  whole  field  of  for- 
eign trade.  A  mere  Representative  by- 
passing the  White  House  and  State 
Department?  There  is  nothing  "mere" 
about  Mills,  and  foreigners  who  know 
Washington  know  full  well  that  the 
White  House  can  do  little  in  the  eco- 
nomic field  without  Mills'  approval. 
So.  why  not  deal  with  him  direct- 
ly? As  for  Mills,  he  leaves  no  doubt  as 
to  why  he  is  taking  foreign  trade  pol- 
icy into  his  own  hands:  He  has  noth- 
ing but  contempt  for  the  wav  the  Nix- 
on Administration  is  handling  the  job. 
Of  Commerce  Secretary  Maurice 
Stans,  Mills  says:  "He  was  the  wrong 
man  to  send  out  to  Japan  to  handle 
the  textile  negotiations.  And  it  didn't 
help  to  have  White  House  Aide  Peter 
Flanigan  along." 

Not  surprisinglv,  all  this  has  fur- 
ther fueled  speculation  that  the  hard 
working,  immensely  influential  Arkan- 
sas Democrat  has  Presidential  ambi- 
tions. Mills  says  he  does  not,  and  this 
is  quite  possibly  true,  but  his  aggres- 
sive stand  is  a  hard  blow  at  Nixon's 
prestige  and  strengthens  Mills'  influ- 
ence among  Democrats. 

Hardly  ]la(]  hjgh  Administration  of- 
ficials briefed  the  press  on  their  am- 
bitious  foreign   trade    goals    (Forbes, 
June   15)    than    Representative    Mills 
ig    to    Forbes    why    he 
Jit  U.S.  industry  was  being  bad- 
ved  abroad  by  Nixon. 
h  the  end  of  the  91st  Congress 
and  further  discussions  with  the  Jap- 
anese at  a  complete  standstill, 
came  increasingly  concerned  that  no 
action  of   any  kind  was  being  taken, 
or  contemplated,   to  stop   the  further 
rapid  growth  in  imports  ol 

So  Mills,  as         ii man  of  the  " 
&•    Means    Committee    of    the    i 
which  has  jurisdiction  over  dad. 

stepped  in.     it  was  not  a  ques- 
tion of  what  von  want 
was  a  question  of  what  J 
nothing."  he  said. 
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What  Mills  got  was  a  voluntary 
agreement  from  the  Japanese  to  lim- 
it the  increase  of  textile  sales  to  the 
U.S.  for  a  three-year  period.  The  for- 
mal agreement  is  expected  momen- 
tarily (around  July  1),  and  Mills  has 
been  drumming  up  U.S.  textile  in- 
dustry support  to  accept  the  guaran- 
tees and  not  press  for  quotas. 

Damaging  for  Both 

Representative  Mills  won  the  agree- 
ment by  using  as  intermediaries  U.S. 
lobbyists  for  Japanese  textile  interests. 
They  put  him  in  touch  with  Tovosa- 
buro  Taniguchi,  chairman  of  Tovobo 
Co.  and  president  of  the  Japanese 
Textile  Industry  League. 

Mills  said  he  approached  the  talks 
this  way: 

"I  told  the  Japanese  about  the  pres- 
sures that  exist  for  doing  something 
that  would  be  damaging  to  both  their 
country  and  ours."  Mills  had  some- 
thing to  offer  them  that  he  could  de- 
liver on:  a  hold  on  quota  legislation 
for  the  life  of  the  agreement. 

"When  it  became  evident  to  me 
that  the  Administration  was  not  going 
to  get  an  agreement,  I  just  asked  the 
industry  people  to  tell  us  what  they 
would  be  willing  to  do." 

When  it  became  evident  that  Mills 
was  succeeding  in  his  talks  with  the 
Japanese,  the  White  House  reacted 
with  ill-concealed  anger.  Reporters 
were  given  confidential  briefings  by 
Nixon  aides  who  charged  that  Mills 
had  violated  prohibitions  against  pri- 

Representative  Mills 


vate  citizens  dealing  with  foreign  na- 
tions, and  that  he  had  probably 
wrecked  any  hope  of  a  truly  work- 
able settlement.  This  nettles  Mills,  who 
says  that  if  he  hadn't  moved,  nothing 
would  have  happened. 

As  Mills  said  in  the  interview  with 
Forbes,  "I  can't  sit  down  with  you 
to  bargain  with  you  and  tell  you  this 
is  my  position,  and  it's  an  inflexible 
position.  That  isn't  the  type  of  bi- 
lateral arrangement  commonly  worked 
out  between  individuals  or  nations;  it's 
give  and  take.  I  doubt  that  there  has 
been  enough  flexibility  within  the  Ad- 
ministration in  dealing  with  textiles." 

According  to  Mills,  Nixon's  men 
threatened  the  Japanese  with  quotas 
and  other  sanctions.  In  a  sense,  this 
was  an  empty  threat  because  quotas 
would  have  to  clear  Mills'  House 
Ways  &  Means  Committee.  In  prin- 
ciple, Mills  is  against  quotas,  because 
he  fears  they  would  open  the  doors 
to  the  political  temptations  of  pro- 
tectionism—which goes  counter  to 
Mills'  free-trade  principles. 

He  emphasized  over  again  for 
Forbes,  "I'm  convinced  that  if  the 
Administration  would  take  the  proper 
attitude,  not  an  inflexible  attitude, 
but  an  attitude  of  flexibility  in  its 
approach  to  Italy  and  Spain,  for  ex- 
ample, it  could  get  those  countries  to 
agree  to  a  limitation  on  the  exports 
of  shoes. 

"I  say  it's  this  type  of  approach 
that  I  prefer  to  imposing  quotas  or 
any  other  of  those  arbitrary  restric- 
tions that  are  inflammatory  to  begin 
with.  They  bring  about  confrontations 
before  the  world  that  of  necessity 
mean  that  exports  of  ours  will  be 
adversely  affected. 

"The  fact  remains  that  the  Presi- 
dent has  no  authority  to  cut  any 
duties  and  hasn't  had  since  June  30, 
1967.  If  he  proposes  a  quota  or 
tariff  under  an  escape  clause  action, 
then  he  cannot  compensate  a  country 
reducing  duties  elsewhere.  So  the  only 
thing  left  for  the  country  affected  is 
to  figure  out  the  value  of  trade  they 
just  lost  and  deprive  us  of  an  equal 
amount  of  trade  on  another  item. 

"The  answer  in  my  mind  is  mutual 
acceptance  of  limitations  upon  the 
growth  of  these  imports— not  to  cut 
back— but  to  get  control  of  the  rate 
of  the  increase.  Jawboning  between 
nations  can  be  effective  at  times." 

Were  Mills'  motives  basically 
political,  to  embarrass  the  Adminis- 
tration? Nixon  supporters  suspect  they 
were.  Or  did  Mills  move  simply  out 
of  exasperation  with  what  he  regarded 
as  the  Administration's  bumbling? 

Perhaps  he  was  doing  both,  killing 
two  birds  with  one  stone.  In  any  case, 
he  left  the  Administration  with  a 
good  deal  of  egg  on  its  face.   ■ 
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On  November  3Q 1970, 

an  aerospace  company  made  a 

successful  landing  on  earth. 

The  site  was  Chatham,  Virginia.  The  payioad  was  a  complete  three  bedroom  home.  And  it 
was  ready  to  be  occupied  two  days  after  it  arrived. 

This  is  a  prime  example  of  how  LTV  Aerospace  is  applying  the  technologies  going  into 
sophisticated  aircraft  and  missiles  to  help  solve  basic  problems  here  on  earth.  Also,  that 
our  aerospace  management  and  assembly  techniques  can  give  us  a  competitive  edge 
in  the  quality  low-income  housing  business. 

The  modular  homes  we  mass  produce  are  completely  pre-wired  and  pre-plumbed. 
And  they  have  individual  styles  and  designs  so  that  low-income  families  can  maintain 
their  dignity  and  pride  of  ownership.  The  results  have  been  successful. 

This  same  aerospace  know-how  has  helped  us  develop  traffic  surveillance  equipment 
that  seeks  to  effectively  improve  highway  safety.  And  it  enabled  us  to  win  major  sub- 
assembly contracts  on  the  747  and  DC-10  commercial  jetliners. 

We  have  the  resources  to  continue  helping  people  here  on  earth  by  applying  this 
proven  aerospace  technology. 
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I FR-'lNCORPOflATED-VOUGHT  AIRCRAFT  SERVICES  COMPANY 
II  CuKlOLOGY  CORPORATION-  LTV  RECREATION  DEVELOPMENT  INC 
Ifimmc    -INK  RNATIONAL  TECHNOVATION  INC   •  ADVANCED  TECHNOLOGY  CENTER  INC 


5  ACRES  at  *35  per  month 


FOR  A  TOTAL  COST  OF  $3500' 
no  interest  or  carrying  charges 


Carve  yourself  a  corner  ol  me  Oil  Southwest  in  colorful  Colorado 

A  newly  opened  section  of  Sangre  de  Cristo  Ranches  presents  a  great  opportunity 
to  invest  in  choice  land  while  low  prices  are  still  in  effect 


COLORADO   -  AMERICAS   NEWEST  YEAR-ROUND   PLAYGROUND: 

Attraction  for  attraction,  no  other  spot  can  match  the  Colorado  Rockies. 
It's  all  here:  breathtaking  scenery  .  .  .  mild,  invigorating  climate  .  .  . 
pure  air  that's  a  joy  to  breathe  .  .  .  mountains  alive  with  game  . . .  streams 
leaping  with  trout . .  .  wildlife  that's  still  wild  .  .  .  towns  that  combine  the 
spirit  of  the  Old  West  with  the  vigor  of  the  new  Southwest  .  .  .  and  mile 
after  mile  of  land  seemingly  untouched  by  man.  Yet  all  within  range  of 
towns,  cities  and  resorts  that  are  playgrounds  of  the  West. 

In  the  midst  of  this  area,  just  200  miles  south  of  Denver,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  for  sale  five-acre  ranches  for  homes, 
vacations,  recreation,  retirement,  or  simply  to  hold  for  investment  pur- 
poses. Five  acres  is  the  minimum  permissible  size  per  ranch,  and  each 
ranch  is  guaranteed  to  be  five  acres  or  larger. 

THE  LAND  BEING  SOLD  IS  A  SUBDIVISION  OF  THE  FAMOUS  FORBES 
TRINCHERA  RANCH.  Part  of  an  original  Spanish  land  grant,  the  Trin- 
chera  is  one  of  the  oldest  of  -inches  in  America.  It  also  ranks 

as  one  of  the  best  known  hunting  preserves  for  deer,  elk,  game  birds 
and  other  wildlife.  Owned  by  Fosses  Inc.,  publishers  of  Forbes  Maga- 
zine, the  Trinchera  covers  260  square  miles  of  southern  Colorado. 

The  subdivision  lies  at  about  thi  point  between  Denver  and 

Albuquerque,  just  three  miles  sou::  rsection  of  Colorado  High- 

way 159  (the  Kit  Carson  Trail)  and  .    ;  160  (the  Navajo  Trail). 

The  sites  are  located  between  th  n(j  amj  San  Luis, 

the  oldest  town  in  the  state   Yoi  |  by  the  awesome 

Blanca  Peak,  14,317  feet  high   To  botll  .est,  the  sage- 

brush-dotted acres  of  the  San  In     '  Sr.ngrede Cristo 

Range  of  the  Rocky  Mountains. 


A  land  investment  made  now,  in  Sangre  de  Cristo  Ranches,  offers  you 
an  opportunity  to  reserve  five  acres  of  America's  dwindling  land  re- 
sources for  yourself  and  the  future  of  your  loved  ones. 

A  NEW  SECTION  OF  SANGRE  DE  CRISTO  RANCHES  HAS  JUST 
OPENED,  and  you  will  want  to  investigate  this  opportunity  to  invest  in 
choice,  rolling  ranchland  while  the  special  prices  are  still  in  effect! 
Send  now  for  full-color  brochure  including  details  on  transportation, 
recreation,  water  resources,  utilities,  schools,  and  medical  facilities.  No 
cost  or  obligation.  Mail  the  attached  postpaid  card  to:  Sangre  de  Cristo 
Ranches  Inc.,  Box  303,  Fort  Garland,  Colorado  81133. 
•Prices  subject  to  change  without  notice. 

Sangre  de  Cristo 
Ranches  !Kecsou 


THIS  OFFER  IS  A  FULLY-GUARANT 

At  your  option,  all  payments  u 
any  reason  within  60  days  you  d< 
option  of  complete  refund  within  oi 
property  you  are  not  satisfied  with  it 
purchase.  The  value  of  raw  land  in  the 
steadily  for  the  past  three  decades,  and  (  i 
that  world  population  is  likely  to  double  by  tl 
people-boom  will  greatly  reduce  the  avail    I 


^ENT  PLAN: 

o  you,  if  for 
i  further 
tee  your 

in  this 

>  ising 

>  secret 

v.  This 

States. 


Sangre  de  Cristo  Ranches  Inc.  is  a  duly  registered  subdivision  developer 
in  and  under  the  laws  of  the  State  of  Colorado.  This  registration  is  not 
to  be  construed  to  imply  state  endorsement  of  the  subdivision. 


/  r\arl(*rl  I  aPPArci^m  1  Q~71 1  Here  are  some  facled  glamour,  some  rotten  management,  some  over- 
LOdUCULdggdrUS.J.a/1./  stated  assets    But    aimost  certainly,  some  real  bargains  as  well. 


A  Loaded  Laggard  is  a  stock  loaded 
with  assets  but  laggard  in  the  stock 
market.  In  this  20th  year  since 
Forbes  began  compiling  such  a  list, 
we  define  an  LL  as  a  stock  selling  at 
a  discount  of  40%  or  more  from  the 
book  value  of  its  assets. 

How  flimsy  and  whimsical  is  cor- 
porate glory!  Many  of  this  year's 
laggards  were  Wall  Street  leaders  not 
so  long  ago.  Four  years  ago  Boeing 
sold  at  112,  five  times  today's  price 
and  300%  of  asset  value,  rv.  today's 
lour   years   ago   Collins    Radio 


was  a  growth  stock  selling  over  $100 
a  share;  today  it's  under  $20. 

The  Anaconda  Co.  was  once  a 
mighty  blue  chip.  Barely  two  years 
ago,  it  sold  in  the  middle  60s.  Today 
it  sells  for  a  third  of  that  and  at  a 
huge  discount  from  asset  value. 

So  much  for  the  permanence  of 
corporate  glamour.  Each  of  these 
companies  has  had  severe  problems: 
the  slump  in  the  airlines  market;  de- 
fense cutbacks  and  management  fail- 
ures; expropriation  in  Chile.  Once 
thev  were  eagerly  sought-after  glam- 


our girls;  today  they  are  wallflowers. 
Not  all  of  the  Loaded  Laggards 
are  faded  glamour  stocks.  The  steels 
have  long  been  prominent  on  the  list, 
a  consequence  of  the  industry's  ob- 
vious sickness.  Is  there  a  common 
denominator  among  these  stocks?  Onlv 
to  this  extent:  A  company  on  the  list 
year  after  year  after  year  must  be 
suffering  from  one  of  two  things:  1) 
wretched  management  unable  to  pro- 
duce earnings  from  assets;  or,  2)  assets 
not  truly  worth  what  the  books  say 
they  are  worth.  ■ 


1970-71 

Last  12  Moi 

P/E 

Book 

Recenf 

Discount 

Working 

Price  Range 

Earnings 

Ratio 

Company 

Value 

Price 

from  Book 

Capitals 

Debf* 

Automotive,  Aircraft  &  Industrial  Equipment 

27    -12% 

$0.99 

16 

Allis-Chalmers 

$30.92 

16% 

47.4% 

$231.5 

$153.0 

317/s-12 

1.06 

22 

Boeing 

40.04 

23% 

41.6 

656.6 

641.0 

18%-  6 

dl.26 

— 

Budd 

22.60 

11% 

48.6 

51.0 

120.9 

14%-  6 

1.07 

9 

General  Refractories 

20.74 

9% 

54.2 

49.6 

28.7 

11%-  6% 

dO  51 

— 

Jaeger  Machine 

13.85 

7% 

48.6 

7.7 

1.3 

21%-  7 

d7.65 

— 

Lockheed  Aircraft 

20.67 

10% 

47.4 

468.4 

584.4 

165s-  8 

dl.00 

— 

Massey-Ferguson 

21.68 

10% 

51.0 

291.3 

175.3 

Food  &  Drink 

14    -  6% 

0.02 



Associated  Brewing 

18.27 

8% 

51.4 

10.9 

9.4 

24V2-13 

0.72 

20 

Holly  Sugar 

27.13 

14% 

46.1 

14.6 

26.8 

10%-  5 

d0.17 

— 

Libby,  McNeill  &  Libby 

14.85 

7% 

52.0 

52.9 

31.9 

9%  4% 

d0.26 

— 

Publicker  Industries 

14.38 

6% 

54.8 

47.1 

0 

Metals 

19%-  5 

d4.60 



American  Zinc 

19.22 

5 

74.0 

7.2 

27.0 

32 '4-18% 

2.86 

7 

Anaconda 

54.28 

21% 

60.9 

291.9 

378.1 

29%15% 

1.98 

9 

Cerro 

42.60 

17% 

58.9 

120.3 

62.4 

Retail 

16%-  7% 

dO  57 



Bond  Industries 

28.53 

15% 

45.2 

43.2 

5.7 

11%-  5 

d0.15 

— 

City  Stores 

25.18 

9% 

63.3 

52.5 

42.1 

20%-  7% 

d0.97 

— 

Cunningham  Drug  Stores 

18.27 

8% 

52.1 

12.2 

0.6 

28    -13*4 

0.44 

48 

J  J  Newberry 

36.33 

21 

42.2 

56.9 

26.0 

Steel 

29%-18% 

1.42 

13 

Armco  Steel 

33.30 

18% 

45.2 

361.5 

615.2 

30%-19% 

2.15 

10 

Bethlehem  Steel 

44.61 

21% 

51.5 

401.9 

692.4 

25%-14% 

2.48 

9 

CF&I  Steel 

40.64 

22% 

44.3 

83.7 

71.1 

38    -20V2 

0.59 

41 

Cyclops 

72.83 

24 

67.0 

81.2 

81.7 

17V2-10 

0.77 

18 

Granite  City  Steel 

25.68 

13% 

47.4 

57.9 

162.9 

20%-  8% 

d0.28 



Jones  &  Laughlin  Steel 

40.95 

14% 

64.3 

172.8 

317.1 

29    -16% 

0.08 



Keystone  Consolidated  Industries 

48.63 

16% 

66.6 

57.0 

61.1 

17V4-  6% 

dl.18 



Latrobe  Steel 

20.99 

9% 

54.7 

13.7 

16.5 

14%-   5% 

d0.06 



Lykes-Youngstown 

25.19 

8% 

66.3 

26.19 

699.0 

30    -123-i 

d4.93 



McLouth  Steel 

43.11 

18% 

57.7 

41.6 

113.0 

37%-26% 

1.97 

14 

Republic  Steel 

64.30 

26% 

58.2 

214.1 

467.7 

39%-28% 

2.81 

11 

U  S  Steel 

65.54 

32% 

51.0 

697.2 

1,687.9 

21%-  9% 

1.87 

10 

Wheeling-Pittsburgh 

Textiles 

71.73 

19% 

73.2 

149.6 

162.1. 

263i-13% 

1.66 

14 

Cone  Mills 

42.62 

23% 

44.9 

82.9 

30.6 

13%-6 

d0.40 



Dan  River 

22.90 

9 

60.7 

97.3 

76.1 

9%-  3% 

d2.53 



HCA  Industries 

10.91 

5% 

51.9 

8.7 

4.1 

18V2-13 

0.58 

25 

Springs  Mills 

28.89 

14% 

49.8 

115.9 

51.1 

44%-25% 

d0.32 



J  P  Stevens 

61.69 

27% 

56.0 

324.5 

141.9 

29%-16I4 

1.44 

15 

West  Point-Pepperell 

39.79 

21% 

45.3 

101.1 

2.7 

Other  Companies 

12%-  9% 

0.53 

19 

Bayuk  Cigars 

17.81 

10 

43.9 

17.6 

5.1 

11%-   3 

0.21 

40 

Brown  Co. 

16.73 

8% 

49.9 

44.0 

88.5 

37%-  9 

dl.87 

Collins  Radio 

39.55 

17 

57.0 

75.4 

136.4 

16%-  6% 

0.20 

41 

Hazeltine 

15.54 

8% 

47.7 

15.3 

1.2 

17%-  7 

d0.30 



Marquette  Cement 

27.33 

16 

41.5 

26.9 

35.9 

17%-  6% 

d5.19 



Moore  &  McCormack 

34.97 

12% 

64.3 

dl.4 

31.5 

19%-  7% 

0.18 



Penn-Dixie  Cement 

18.81 

11% 

40.2 

25.8 

87.3 

34    -18% 

0.04 

— 

Todd  Shipyards 

40.15 

23% 

42.1 

31.3 

15.0 

d-Deficit.   fEquals 

current   assets   minus   curren 

t  liabilities.  *Equals   long- 

term   debt, 

minority   in 

erest   and    deferred    taxes. 
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An  Apple  for  Xerox? 


You  can't  say  that  Xerox  has  been  an  unqualified  success  yet  in  the 
education  business,  but  it  seems  to  be  more  so  than  most  of  its  rivals. 


Of  Xerox  Corp.,  the  skeptics  have 
long  said:  They've  made  it  in  copiers, 
but  where  do  they  go  next?  One 
place  was  into  computers,  but  there 
(see  box)  the  returns  aren't  in;  Xer- 
ox is  in  the  red.  Another  place  was 
in  education;  and  there,  some  rugged 
early  going  notwithstanding,  Xerox 
has  done  far  better  than  most  of  its 
corporate  rivals.  "We're  within  strik- 
ing distance  of  the  profitability  we 
want,"  says  company  President  C. 
Peter  McColough. 

Six  of  its  eight  pre- 1970  acquisitions 
were  in  education,  and  it  is  still  buy- 
ing. In  April  1971  Xerox  laid  out  an 
undisclosed  amount  of  stock  for  four 
overseas  publishing  companies  that 
operate  in  England,  Australia,  Canada 
Africa  and  the  Caribbean— a  major 
step  toward  the  key  Xerox  goal  of  be- 
coming a  large  international  operation 
in  education.  Speeded  by  future  ac- 
quisitions,  the  day  should   dawn  not 


too  long  hence  when  the  international 
division,  now  only  $6  million  of  the 
Xerox  Education  Group's  $lll-million 
revenues,  will  grow  to  25%. 

Peter  McColough's  larger  goal  for 
XEG  remains  unchanged— to  make  it 
the  outstanding  education  company  of 
the  Seventies.  He's  targeting  for  $500 
million  in  sales. 

Tortuous  Climb 

Xerox  first  considered  diversifying 
into  education  because  the  field  was 
quite  large,  capable  of  indefinite  ex- 
pansion and  somewhat  related  to  the 
company's  original  business.  Moreover, 
both  McColough  and  Chairman  Jo- 
seph C.  Wilson  liked  it  because  of  the 
role  they  hoped  Xerox  could  play  in 
social  change.  "We  weren't  interested 
in  pushing  something  we  couldn't  be 
proud  of,"  says  McColough,  who  is 
no  ordinary  CEO.  "I  don't  think  that's 
a  bad  reason." 


On  the  other  hand,  social  responsi- 
bility was  not  the  only  motive.  Talk 
of  massive  federal  funding  raised  the 
heady  prospect  of  a  technological 
flowering  in  the  classroom  nourished 
"by  Uncle  Sam.  But  whatever  its  ex- 
pectations, Xerox  was  soon  deeply 
involved  in  education.  Its  first  nibble 
in  the  field  had  been  the  1962  pur- 
chase of  little  ($2-million-sales)  Uni- 
versity Microfilms  of  Ann  Arbor,  Mich. 
By  1965  it  was  committed  to  a  major 
education  effort  and  had  made  two 
substantial  acquisitions,  American  Ed- 
ucational Publications  for  400,000 
shares  of  Xerox  stock,  and  Basic  Sys- 
tems, Inc.  for  45,000  shares. 

Along  the  way,  Xerox  has  taken 
its  lumps,  just  as  have  RCA,  General 
Electric  and  Westinghouse,  its  hard- 
ware rivals  in  the  education  business. 
AEP,  publisher  of  My  Weekly  Reader 
and  other  classroom  aids,  had  sales  of 
$17  million,  and  Xerox'  executives  say 


The  Advantage  of  Starting  Young- 


At  48,  C.  Peter  McColough  is  a 
full  decade  younger  than  the  av- 
erage corporate  chief  executive.  He 
is  president  and  CEO  of  Stamford, 
Conn.'s  Xerox  Corp.,  a  company 
that  controls  over  half  the  world 
copier  market,  that  has  spouted 
earnings  gains  of  20%  and  has  av- 
eraged a  34%  return  on  equity 
during  the  last  five  years. 

Yet  McColough  is  on  a  hot  seat. 
The  man  who  runs  a  mediocre  com- 
pany has  nowhere  to  go  but  up; 
McColough  has  little  room  for  im- 
provement but  lots  of  room  to  fall. 
If,  for  example,  he  produces  a 
merely  "above  average"  record  of 
growth  and  profits  during  his  tenure 
as  CEO,  he  is  apt  to  be  rated  a 
failure,  .is  the  man  who  killed  the 
golden  corporate  goose.  His  suc- 
cesses in  copiers  and  his  progress 
in  education  (see  story)  will  count 
as  naught. 

Xerox'  copier  business,  which 
contributes  about  two-thirds  of 
profits,  couldn't  be  better.  Us  ed- 
ucation business  is  gaining  in  prof- 
itability at  a  rapid  rate  now.  But 
in  computers  Xerox  is  losing  mon- 
ey. It  hasn't  lost  enough  yet  to 
dent  total  can 

panv  profits  sti  last  year 

to    $188    million 

$1.7    billion.    But    the    losses    have 
continued    into     1971     and 

i  [<  ar   threat    to   McColouj  '■ 


ord  as  chief  executive  officer. 

If  computers  prove  Xerox'  Get- 
tysburg, there  will  be  no  ducking 
of  blame  by  McColough.  He's  the 
man  who  put  Xerox  into  the  busi- 
ness. "Our  business  is  information 
systems,"  he  says,  "and  copiers  and 
duplicators  are  only  one  part  of 
that.  To  participate  in  information 
handling  on  a  broad  scale,  we 
needed  to  have  a  computer  ca- 
pability." In  1969,  shortly  after 
succeeding  Joseph  C.  Wilson  as 
chief  executive,  McColough  ac- 
quired Scientific  Data  Systems,  a 
successful  California-based  maker 
of  scientific  computers,  now  called 
Xerox  Data  Systems. 

McColough  leaned  over  back- 
ward to  make  the  acquisition  a 
smooth  and  effective  one.  "One  of 
the  things  I  learned  from  problems 
with  some  of  our  education  ac- 
quisitions was  that  we  have  to  make 
acquired  companies  feel  right  away 
that  they  are  an  important  part  of 
Xerox,"  he  says.  "So  I  decided  to 
go  80%  of  the  way  with  XDS  rath- 
er than  just  50%  of  the  wav.  For 
example,  their  size  justified  putting 
only  two  of  their  people  on  our 
board;  1  decided  to  give  them  four 
seats.  We  also  brought  several  of 
their  key  executives  into  senior 
positions  at  Xerox." 

But  what  about  all  that  red  ink? 
XDS  is  in  the  red  now  primarily 


because  of  external  problems  rath- 
er than  internal  ones.  In  retrospect, 
our  timing  was  bad." 

Just  months  after  the  acquisition 
was  completed,  the  1970  recession 
sent  the  whole  computer  industry 
into  a  nosedive.  XDS,  which  de- 
pends heavily  on  government  busi- 
ness, was  dealt  a  second  blow  by 
federal  spending  cutbacks.  As  a 
result,  its  revenues  fell  by  one-third 
in  1970,  from  $125  million  to  $83 
million,  and  profits  disappeared. 

McColough  of  Xerox 
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it  was  one  of  their  best  bins  in  ed- 
ucation. On  the  other  hand.  McCol- 
ough  characterizes  Basic  Systems  (Si- 
million-sales  and  no  profits)  as  "a 
disaster."  adding  that  "we  were  learn- 
ing at  that  point." 

BSI  was  an  exciting  company  that 
sought  to  apply  the  step-by-step 
learning  processes  of  behavioral 
science  to  education  in  the  form  of 
programmed  instruction  for  every  level 
from  preschool  to  remedial  training. 
It  was  run  by  bright,  fast-talking 
people  who  failed  in  only  two  things: 
running  the  company  and  devising  a 
workable  marketing  strategy.  At  one 
point  McColough  himself  had  to  take 
charge  of  a  Job  Corps  contract  when 
"there  were  three  managers  and  no 
graduates.''  By  1968  Xerox  had 
mercilessly  phased  out  virtually  the 
whole  BSI  operation. 

BSI  helped  convince  McColough 
that  he  needed  a  knowledgeable  busi- 
nessman to  nm  the  education  group. 
His  choice  was  Dr.  Robert  Haigh. 
who,  having  run  the  chemicals  and 
plastics  subsidiary  of  Standard  Oil  Co. 
(Ohio),  became  president  of  XEG  in 
1967.     A     Harvard     Business     School 


graduate  who  stresses  his  stint  as  a 
teacher  there,  Haigh  was  supposed 
to  bring  both  professional  manage- 
ment and  education  savvy,  and  to  con- 
tinue XEG's  growth  by  acquisition. 

His  first  acquisition,  made  in  1968 
for  S12  million  in  Xerox  stock,  was 
R.R.  Bowker  Co.,  the  66-year-old  pub- 
lisher of  Books  in  Piint,  Library 
Journal  and  Publisher's  Weekly.  Bow- 
ker Co.,  which  made  $1  million  pre- 
tax on  $10  million  in  sales  the  year  it 
was  bought,  promptly  got  in  trouble 
computerizing  the  information  for  its 
big  seller.  Books  in  Print.  ("There 
were  17,000  errors,"  says  Haigh.  "It 
was  incomprehensible  to  us.")  Xerox 
management,  no  stranger  to  comput- 
ers, stepped  in.  At  this  point,  the  par- 
ent company  ran  into  a  series  of  vio- 
lent disagreements  with  Bowker  Pres- 
ident Daniel  Melcher,  whose  father 
was  a  company  founder. 

It  was  the  old  story.  Melcher  ran 
up  the  Hag:  Can  a  businessman  with 
no  special  background  run  an  educa- 
tional company?  Ultimately,  Melcher 
quit  and  took  with  him  over  $1  mil- 
lion in  Xerox  stock.  In  January  1969 
he  went  to  The  New  York  Times  and 


"made  it  clear  that  I  washed  my 
hands  of  it.  I  didn't  have  any  influ- 
ence at  Bowker  and  it  was  acutely 
embarrassing.  I  wasn't  about  to  sit 
there  and  deliver  bad  products." 

Bowker  lost  money  in  both  1969 
and  1970,  as  employee  morale  hit  an 
all-time  low,  and  the  new  president 
who  had  replaced  Melcher  also  left. 
The  company,  now  run  by  Richard 
Zeldin,  is  only  beginning  to  recover. 

Moment  of  Truth 

The  Bowker  acquisition  was  fol- 
lowed in  1968  by  Boston-based  Ginn 
&  Co.,  a  predominantly  elementary 
textbook  publisher  that  had  made  $2.7 
million  the  year  before  on  $37.4-mil- 
lion-sales.  It  was  bought  for  Xerox 
stock  worth  $127  million— a  price  re- 
flecting the  overblown  expectations 
so  many  outside  companies  had  for 
publishing  ventures  in  those  days. 
For  example,  CBS  paid  $275  million  in 
stock  for  $65-million-sales  Holt,  Rine- 
hart  &  Winston. 

But  Ginn  had  problems  as  well  as 
profits.  Once  a  strong  innovative  pub- 
lisher, it  had  lost  momentum  in  the 
1950s    by    dropping    most    of    its    re- 


McColough  himself  lias  resisted 
the  temptation  to  leap  in  and  be- 
gin issuing  orders.  "I  don't  think 
I  should  evffl  make  a  lot  of  deci- 
sions." he  says.  "I  make  the  key 
ones  for  the  company,  and    I   am 

responsible  for  all   the  rest.   But  for 

me  to   '40  around   bragging  about 

the  50  decisions  I  make  every  week 
means  that  I've  got  a  lousv  or- 
ganization." 

He  recognizes  his  limitations  in 
computers.  "I  don't  subscribe  to 
the  idea  that  a  manager  is  a  man- 
ager  is  a  manager."  he  says.  "I 
can  walk  into  a  laboratory  and, 
without  seeing  any  market  re- 
search, smell  whether  a  new  cop- 
ier is  good  or  bad.  But  I  don't 
have  that  same  skill  in  computers, 
because  I  wasn't  brought  up  in 
that  business." 

So  McColough  has  Executive 
Vice  President  Joseph  B.  Flavin,  an 
ex-IBM  vice  president,  spending 
almost  full  time  on  XDS. 

Actually.  McColough  didn't 
know  anything  about  the  copying 
business  either  when  he  first  came 
to  Xerox.  But  in  those  days  no- 
body did:  The  copier  business  was 
in  its  infancy. 

Born  in  Halifax,  Nov  a  Scotia,  Mc- 
Colough got  an  MBA  from  Har- 
vard in  1949  and  was  sales  vice 
president  at  Philadelphia's  old  Le- 
high Coal  &  Navigation  Co.   from 


1951  to  1954.  To  humor  a  re- 
cruiting firm  he  reluctantly  agreed 
to  meet  Joe  Wilson,  the  44-year-old 
president  of  the  Haloid  Co.  Wil- 
son told  him  about  a  new  technol- 
ogy Haloid  was  working  on  called 
xerography.  McColough  was  skep- 
tical, but  Lehigh  Coal  was  going 
nowhere  and  he  was  impressed 
with  Wilson  himself.  So  McCol- 
ough in  1954  took  a  cut  in  pay 
and  went  to  work  for  Haloid  as  a 
salesman  in  Chicago. 

Haloid,  of  course,  became  Xer- 
ox. McColough  became  sales  vice 
president  in  1960  and  executive 
vice  president  in  1963,  at  which 
time  Wilson  first  told  him  that  he 
would  be  the  next  CEO.  McCol- 
ough was  made  president  in  1966, 
CEO  in  1968. 

"It's  interesting,"  says  McCol- 
ough looking  back,  "that  many  of 
the  great  new  industries  are  not 
developed  by  the  big  companies. 
Rather  they  come  from  unexpect- 
ed places  and  from  people  who 
don't  know  any  better  that  they 
can't  succeed.  Xerox  was  built  by 
guys  who  had  no  right  to  build 
Xerox.  They  didn't  have  the  ex- 
perience; they  didn't  have  the  so- 
phistication. And  because  we  didn't 
know   any   better,   we   succeeded." 

McColough  has  no  illusions 
about  Xerox'  position  in  comput- 
ers.  He  knows  it's   going  to  be  a 


long,  hard  pull.  Musing  on  this, 
he  says:  "I  think  it's  much  better 
to  give  a  man  the  chief  execu- 
tive's responsibility  when  he's 
young  and  you  know  he  is  going 
to  stay  for  a  while,  as  Joe  Wilson 
did  when  he  took  the  job  in  1945 
and  I  did  when  I  took  it  three 
years  ago. 

"Too  typical  is  the  pattern  of 
chief  executives  coming  into  the 
job  at  57  or  58.  They  are  reluc- 
tant to  rock  the  boat  and  take  nec- 
essary risks,  since  they  know  they 
are  only  going  to  be  there  for  a 
few  years.  You  look  at  this  job  a 
lot  differently  if  you  know  that  you 
are  going  to  have  to  live  with  your 
mistakes." 

What  McColough  is  saying  is 
that  an  older  CEO  might  not  have 
risked  acquiring  Scientific  Data 
Systems.  "He  would  have  spared 
himself  some  of  the  short-range 
discomfort  we  are  experiencing 
now,"  says  McColough.  "But  ac- 
quiring a  computer  capability  was 
the  risk  this  company  had  to  take 
if  it  is  to  be  strong  over  the  lon- 
ger pull.  A  risk  that  I,  as  a  rela- 
tively young  chief  executive,  had 
to  take  if  I  am  going  to  be  running 
a  strong  company  in  1980." 

You  can  say  one  thing  about 
McColough's  gamble:  If  it  pays  off, 
he'll  still  be  around  to  reap  the 
glory.  And  vice  versa,  of  course. 
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We're  in  the 


iness 


Send  for  our  brochure.  You'll 
receive  confidential  information 
about  any  or  all  of  the  areas  in  the 
Union  Pacific  West.  Find  out  about 
water,  power,  mineral  and  labor 
sources,  tax  and  zoning  laws, 
weather,  soil  factors,  housing,  school- 
even  recreational  facilities. 


On    The    Way.    With    failures    like    its    Job    Corps    contract    behind    it, 
Xerox  says  it's  only  a   year  or  two  away  from   good  education   profits. 


John  W.  Godfrey, 

Chief  Executive  Officer, 
Land  Division,  Union  Pacific, 
Omaha,  Nebraska  68102 
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Bv  now  it  also  filled  to  overflowing 
Haigh's  cup  of  troubles,  and  the  ac- 
quisitions halted.  "It's  a  period  I 
wouldn't  want  to  go  through  again," 
he  says.  "As  a  colleague  of  mine  at 
Harvard  Business  School  says,  'There's 
only  one  way  people  can  learn  and 
that's  through  error.'  I  think  he's 
wrong,  but  if  it's  true,  we  had  a 
delightful  learning  experience." 

If  ever  Xerox  questioned  its  edu- 
cational commitment,  it  was  in  1968- 
69.  Education  funds  were  so  tight 
the  schools  faced  severe  money  prob- 
lems. "We  were  reluctant  to  make 
more  acquisitions  or  put  more  money 
into  XEG,"  McColough  says  now. 
"There  was  a  real  management  job  to 
do,  and  we  were  not  doing  as  well 
profit-wise  as  we  thought  we  should." 
Significantly,  Xerox'  next  acquisition 
was  not  in  education  but  in  com- 
puters, with  the  purchase  of  Scientific 
Data  Systems. 

But  Haigh,  who  reportedly  has  a 
five-year,  $275,000  contract,  kept 
plugging.  The  education  group  was 
reorganized  again  and  again.  Man- 
agement, often  with  stronger  educa- 
tional background  than  before,  was 
added,  and  more  time  was  spent  on 
long-range  planning.  Result:  a  16% 
sales  jump  in  1970  to  $111  million; 
and  XEG's  profits,  while  still  low,  are 
growing  rapidly,  says  McColough. 

Today  XEG  is  sprouting  in  all  di- 
rections   again.    There    is    a    fledgling 


film  company  and  a  new  college  pub- 
lishing division,  both  formed  in  house 
—something  Xerox  has  never  done  be- 
fore. All  the  XEG  companies  are  ag- 
gressively expanding  their  product 
lines,  aided  by  group  development 
funds  that  had  been  frozen  in  more 
troubled  times.  A  new  area  of  em- 
phasis has  been  opened:  adult  edu- 
cation, including  community  colleges, 
technical  schools,  professional  train- 
ing and  home  study.  The  original 
idea  was  to  build  the  new  division 
by  acquiring  a  company  like  Career 
Academy  or  General  Educational 
Services  (those  deals  fell  through). 
Now  Haigh  thinks  it  will  be  built  in 
house  around  the  Xerox  Education 
Group's  own  resources. 

McColough  believes  Xerox  survived 
better  than  most  companies  because 
it  never  emphasized  total  systems  or 
developed  materials  that  depended  on 
expensive  hardware,  but  concentrated 
on  more  traditional  products.  "It  was 
a  different  decision  than  most  indus- 
trial companies  made,  and  it  was  a 
fortuitous  one,"  he  says. 

But  that  is  not  to  say  things  will 
always  remain  that  way.  Haigh  feels 
the  computer  may  well  be  the  key  to 
individualizing  instruction.  Ginn  is  ex- 
perimenting with  a  computer-assisted 
instruction  program.  The  new  Xerox 
research  center  in  Palo  Alto,  special- 
izing in  computer  and  systems  sci- 
ences, will  work  with  XEG  on  appli- 
cations in  education.  Xerox  has 
amassed  a  huge  information-educa- 
tion base  that  can  be  computerized 
and  printed  on  demand. 

"It  will  all  gradually  come  togeth- 
er," sums  up  McColough.  It  already 
seems  to  be  doing  so.   ■ 
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Fun  vs.  Games 


There  are  fast  conglomerates  and  there  are  slow  ones. 
Tenneco  is  one  of  the  slow  ones — which  is  good,  not  bad. 


At  a  time  when  many  conglomerators 
made  empire-building  look  as  easy  as 
printing  a  debenture  or  flashing  a 
press  release.  Gardiner  Svmonds  and 
Dick  (short  for  Nelson  Wright)  Free- 
man used  to  insist  that  successful  con- 
glomerating was  a  long,  hard  job. 
Symonds  was  the  founder  and  Free- 
man the  chief  executive  of  Houston's 
•S4.3-billion  (assets)  conglomerate, 
Tenneco  Inc.  "The  tiling  to  do." 
Symonds  explained  not  long  before 
his  death  last  month,  "is  to  take  a 
business  and  see  if  vim  can't  make 
something  of  it.  It's  more  fun  than 
just  doing  a  quickie  on  balance-sheet 
accounting  and  pooling  of  interest." 
\  fanner  banker,  Symonds  was  no 

slouch  at  the  finance  game,  and  Ten- 
neco lias  at  least  its  share  of  poolings 
and  convertibles,  warrants  and  sk\  - 
high  debt  loads.  But  foi  Symonds, 
these  were  means,  not  ends.  Even 
before  it  sold  its  first  cubic  toot  oi 
natural  gas,  Tenneco's  original  pipe- 
line ran  into  regulatory  problems;  and 
SmiioiicIs  decided  to  protect  the  com- 
pany by  diversifying  Its  conglomera- 
tion was,  you  might  say,  defensive 
rather  than  aggressive.  Gradually  be 
moved    it    first    into    oil    and    gas    and 

then    into   chemicals,    pioneering    the 

diversification    route    other    pipeliners 

were  to  follow. 

As  it  gamed  experience    about  six 


years  ago.  Tenneco  began  conglom- 
erating in  earnest.  It  picked  up  Pack- 
aging Corp.  of  America  (1965),  Kern 
County  Land  Co.  (1967)  and  New- 
port News  Shipbuilding  &  Dry  Dock 
Co.  (1968).  What  began  as  conven- 
tional diversification  wound  up  as 
large-scale  conglomeration.  Of  Ten- 
neco's $2.5-billion  sales  last  year,  23% 
still  came  from  its  pipeline  business; 
but  34'f  came  from  manufacturing, 
17V  from  oil  and  gas  operations,  10% 
each  from  packaging  and  chemicals, 
the  rest  from  agriculture,  land  de- 
velopment and  the  like. 

Some  of  it  was  pretty  far  afield. 
J.I.  Case,  for  example,  acquired  in 
the  Kern  County  Land  deal.  "Frankly, 
I  would  have  sold  Case,"  says  Free- 
man. "But  we  kept  getting  inquiries 
from  substantial  people  wanting  to 
biiv  it,  so  we  figured  maybe  there  was 
some  gold  in  those  hills  we  didn't 
know  about.  For  a  long  time,  I  wasn't 
so  damned  sure  we  hadn't  made  a 
mistake.  But  as  long  as  we  had 
branched  out  into  manufacturing,  we 
acquired  Newport  News  Shipbuilding. 
Sure,  we  acquired  a  lot  of  problems 
with  these  companies.  But  without 
them  they  wouldn't  have  been  avail- 
able t<»  be  acquired." 

The  problems  were  rough.  Pack- 
aging Corp.  was  a  regional  container- 
maker   that   was   at   a  disadvantage   in 


competing  for  national  contracts.  Kern 
County  was  an  unaggressive,  asset- 
heavy  outfit.  J.I.  Case  was  one  of  the 
farm  equipment  industry's  most  trou- 
bled companies.  And  Newport  News, 
at  the  bottom  of  one  of  its  cycles,  was 
losing  money.  But  as  Symonds  al- 
ways insisted,  Tenneco  didn't  simply 
collect  companies,  it  rebuilt  them. 

Building  Business 

Take  Case.  "We  changed  the  whole 
thing,"  Freeman  said  briskly  a  few 
weeks  ago.  "We  said  to  ourselves," 
Symonds  added,  "if  we  could  change 
Case's  character— from  agricultural  to 
construction  equipment— we  would 
put  it  in  one  of  the  most  exciting 
fields  in  the  country."  Tenneco  did  it, 
partly  by  installing  new  management, 
partly  by  strengthening  Case's  line 
with  a  couple  of  acquisitions.  With 
only  35%  of  sales  in  farm  equipment, 
vs.  70%  three  years  ago,  Case  is  now 
the  U.S.'  third-largest  construction 
equipment  company,  behind  Cater- 
pillar and  International  Harvester  but 
ahead  of  both  Deere  and  Allis-Chal- 
mers.  "We  didn't  take  Caterpillar  on," 
said  Svmonds.  "We  filled  out  our  line 
so  it's  the  broadest  in  the  business, 
but  we've  only  got  a  few  units  where 
Caterpillar  is." 

The  same  has  been  going  on  with 
other  operations.  Kern's  agricultural 
products  lacked  management;  Ten- 
neco provided  it  by  acquiring  the 
country's  largest  broker  of  fresh  fruits 
and  vegetables.  "We  took  an  opera- 
tion [including  land  development]  that 
was    losing    $1.5    million    under   Kern 


Team.    When    N.    W.    Freeman    (left)    became    chief    executive,    Gardiner    Symonds    siayed    on    as    chief    policy    officer. 


Newport  News  Ship- 
building &  Dry  Dock 
Co.  used  fo  display  on 
its  front  lawn  this 
boulder  bearing  the 
motto  put  forth  by  the 
company's  founder. 
Southern  Pacific  rail- 
road tycoon  Collis  P. 
Huntington.  But  when 
Tenneco  took  over  the 
company  three  years 
ago,  the  rock  was 
promptly  shipped  off  to 
the  nearby  Mariner's 
Museum.  Quipped  Ten- 
neco's  Dick  Freeman: 
"We'll  build  profitable 
ships  if  we  have  to 
move    rocks    to    do    it." 
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WE  SHM1  BUILD  GOOD  SHIPS  HERE 

AT  A  PROFIT- IF  WE  CAN- 

ATALOSS^IFWEMUST- 

BUT  ALWAYS  GOOD  SHIPS- 

COLLIS  POTTER  HUNTINGTON 
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and  turned  it  into  one  that  made  $5.5 
million  in  1970,"  said  Freeman. 

Newport  News  needed  an  infusion 
of  new  management  and  a  reorienta- 
tion toward  the  repair  business;  the 
latter  came  just  as  merchant  marine 
orders  began  to  mount.  "And  we  still 
feel,"  Freeman  said,  "a  lot  of  ships 
are  going  to  have  to  be  built  in  our 
national  defense  program." 

Now  Freeman  is  hard  at  work  on 
Tenneco's  cyclical  chemical  opera- 
tions. He  has  recently  acquired  con- 
trol of  Albright  &  Wilson,  the  U.K.'s 
second-largest  chemical  company  (see 
box).  This  is  a  sick  company,  but  it 
opens  new  doors  for  Tenneco. 

"The  international  market,"  said 
Symonds,  "is  going  to  give  us  a  bigger 
growth  factor  but  also  a  chance  at  a 


better  margin.  If  we  can  take  each 
of  our  operating  units  abroad— pipe- 
lines excepted— we  believe  we've  got 
a  very  good  chance  to  do  better 
than  average  with  our  shareholders' 
dollar." 

Most  con glomera tors  were  produc- 
ing apparent  miracles  in  the  late  Six- 
tie;>  only  to  slip  to— or  over— the  brink 
of  disaster  last  year.  Tenneco  followed 
neither  course.  Its  earnings  progress 
was  painful  and  slow:  $1.95  a  share 
in  1967,  up  to  $2.31  in  1969,  down 
again  to  $2.09  last  year.  Its  return 
on  total  capital  has  averaged  just  6.4% 
in  recent  years,  although  Tenneco's 
highly  leveraged  capital  structure 
turned  this  into  a  13.5%  return  on 
common  equity.  The  problem  has  been 
that  while  some  parts  of  the  business 


Britain's  second-largest  chemical 
company,  Albright  &  Wilson,  is  a 
specialist  in  phosphorus  and  its 
compounds  and  also  an  important 
factor  in  detergent  chemicals,  sili- 
cones, pharmaceuticals  and  flavors 
and  fragrances.  However,  while  its 
sales  had  risen  from  $127.2  million 
to  $309.6  million  in  just  under  a 
decade,  its  pretax  earnings  had 
gone  nowhere,  from  $12.1  million 
to  $12.8  million  in  1968.  That  was 
the  year  that  the  prestigious  U.S. 
consulting  firm  of  McKinsey  &  Co. 
persuaded  A&W  to  build  a  major 
new  phosphorus  operation  in  New- 
foundland. As  a  result,  by  1970 
A&W's  earnings  were  down  i 
million  and  the  company  wa 
peril  of  its  life. 

In  Newfoundland  everything 
went  wrong.  A&W  borrowed  $96 
million    and    stalled    building    two 


Carry  On! 


30,000-ton  furnaces.  The  cost  sav- 
ings were  supposed  to  hit  $20  mil- 
lion annually,  enough  to  pay  off 
the  $96  million  in  five  years.  But 
when  the  first  plant  went  on  stream 
in  December,  1968,  fish  started 
turning  belly  up  in  Placentia  Bay. 
A&W  was  forced  to  shut  down 
and  build  a  waste  disposal  plant. 
The  cost:  maybe  $6  million. 

There  was  worse  to  come. 

The  plants  kept  breaking  down, 
costing  A&W  production  time  and 
gobs  of  money.  By  the  end  of  1970, 
it  was  running  so  short  of  cash  it 
had  to  sell  its  60%  interest  in  Mid- 
land Silicones  to  partner  Dow 
mica!  for  $8.5  million.  By  late 
spring,  tlie  squeeze  was  so  intense 
that,  when  Tenneco  offered  to  lend 
'Million  at  5%,  A&Ws  board 
>bed  it.  There  was  a  catch,  of 
rse.  (n  exhange,  Tenneco,  which 


have  been  up,  others  have  been  down. 
Agricultural  equipment  and  packag- 
ing were  weak  last  year,  and  high  in- 
terest costs  also  took  their  toll. 

But  Symonds  has  as  his  monument— 
and  Freeman  as  his  legacy— one  of  the 
few  big  conglomerates  that  has  been 
built  solidly,  not  composed  merely  of 
financial  gimmicks.  A  conglomerate 
that  is  more  in  the  mold  of  Textron 
or  TRW  than  that  of  Gulf  &  West- 
ern or  LTV.  In  an  interview  just  be- 
fore his  death,  Symonds  predicted: 
"If  we  can  get  six  of  our  operating 
units  running  well,  we'll  do  awfully 
well.  If  we  can  get  all  eight  running 
well  at  the  same  time,  we're  going  to 
go  through  the  roof." 

Gardiner  Symonds  never  said  that 
building  a  conglomerate  was  simple.  ■ 


already  owned  10%  of  A&W's  stock, 
would  have  the  option  of  convert- 
ing the  loan  into  enough  stock  to 
give  it  another  40.6%  of  the  com- 
pany—majority  control. 

"We  could  have  carried  on," 
says  Managing  Director  John  Hut- 
ton- Wilson,  "but  our  cash  situation 
had  become  seriously  strained  by 
the  difficulties  and  scale  of  the 
Newfoundland  investment,  and  we 
would  have  found  it  difficult  to 
withstand  further  setbacks." 

For  Tenneco,  A&W  offers  an 
opportunity  to  double  its  world- 
wide chemical  sales.  But  it  also 
offers  a  considerable  challenge  to 
its  managerial  skills.  "They  did 
some  stupid  things,"  Tenneco's  Gar- 
diner Symonds  conceded  a  while 
back.  "But  we  think  we  know  how 
to  get  rid  of  them— or  at  least  put 
them  on  a  break-even  basis." 
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But  Where  Are  The  Profits? 

There's  good  money  in  running  movie  houses. 
But   not    always    for   the   public   stockholders. 


Television  was  supposed  to  kill  the 
movie  business,  and  it  almost  did. 
But  since  the  early  Sixties,  the  Bnovie- 
house  business  has  made  a  quiet  but 
steadv  comeback.  Gone  arc  the  down- 
town Moorish  movie  palates  of  anoth- 
er era.  In  their  place  are-  economical 
800-seat  houses,  main  of  them  in 
successful  suburban  shopping  cen- 
ters. Gone,  too,  is  the  30-cent  ticket. 
The  average  tab  last  year  was  $1.65. 
though  some  big  citv  moviegoers 
paid  up  to  $5  (to  see  boys  kiss 
boys  in  X-rated  color).  Whereas 
I1)',  000  theaters  had  to  attract  82 
million  customers  a  week  to  gross  $1.5 
billion  in  1946,  last  year  only  14,500 
theaters  grossed  the  same  amount 
with  an  attendance  of  only  about  15 
million  a  week. 

And  though  main  filmmakers  and 
distributors  arc  losing  their  shirts,  the 
exhibitor's  business  remains  basical- 
ly profitable.  If  a  film  tails  to  bring 
in  a  weekly  profit,  he  yanks  it  and 
rents    another    movie.    On    balance,    a 

good  theater  lose,  money  only  lour 
to  six  weeks  a  year. 

"I  don't  know  any  poor  theater  own- 
ers," says  distributor  D.J.  Edele  of 
Embassy  Pictures.  Avco  Corp.'s  film 
subsidiary.  In  Edele's  jaundiced  view, 

all    exhibitors    resemble    Atlanta's    leg- 


endary E.D.  Martin,  who  "lived  like 
King  Farouk  in  a  Taj  Mahal  with  six 
Ferraris"  even  before  selling  his  150 
theaters  to  Fuqua  Industries  in  1969. 

Who's  benefiting  from  the  profits? 
There  are,  of  course,  the  Tisch  boys 
who  capitalized  on  the  real  estate  and 
profits  of  M-G-M's  old  Loew's  chain 
(after  government  antitrust  lawyers 
forced  its  sale)  to  build  their  $699- 
million  hotel  and  cigarette  company. 
And  ABC's  434  theaters,  which  top 
all  circuits  with  annual  revenues  of 
$100  million,  provided  the  cash  to 
build  the  company's  TV  network. 

But  the  truly  outstanding  theater 
chain  is  Boston's  General  Cinema, 
which  has  grown  25%  per  year  since 
1961.  On  the  surface,  it  resembles  a 
mogul-run  company.  It,  too,  is  close- 
ly held  by  a  family,  the  Smiths  of 
Boston.  The  father  pioneered  the  busi- 
ness (with  drive-ins);  the  son  took 
over  after  his  death  and  is  now  well- 
paid  at  $140,000  a  year.  But  the  sim- 
ilarity ends  with  the  Harvard-edu- 
cated son,  Richard,  who  stuck  to  the 
basic  business.  Smith  engineered  the 
company's  success  by  leasing  com- 
pact theaters  in  shopping  centers  in 
the  Sixties— an  innovation  at  the  time— 
and  lately  by  stressing  economical 
twin  theaters  under  one  roof. 

While  other  theater  owners  tried 
to  become  big-time  moviemakers, 
Smith  muddied  bis  shoes  negotiating 
General's  first  100  shopping  center 
leases.  "There  was  nothing  glamor- 
ous, about  that,"  he  says  with  a  hint 
of  sarcasm.  "But  the  job  was  too  cru- 
cial to  leave  to  subordinates.  You  sec, 
I  was  building  a  company." 

Today  General   Cinema  controls   a 


steady  $90-million  bottling  company, 
purchased  with  theater  cash  in  1968, 
and  256  movie  screens  grossing  $70 
million.  The  movie  houses  provided 
78%  of  General's  1970  profits  of  $7.3 
million.  This  year  Smith  plans  to  build 
20  theaters  with  40  screens,  roughly 
10%  of  all  the  new  theater  auditori- 
ums in  the  country. 

"Our  theaters  return  25%  on  equity 
and  8%  on  sales,  after  taxes,"  says 
Smith.  "No  one  else  in  the  industry 
does  half  that  well."  Why?  asked 
Forbes.  But  Smith  would  only  say— 
"See  for  yourself." 

And  so  we  did. 

Exhibitors'  Gallery 

It  proved  hard  to  see  Barry  Yellen, 
whose  Cinecom  bought  more  than 
100  theaters  in  1969  while  its  stock 
jumped  from  10V4  to  33%.  Forbes  was 
too  late.  Yellen  had  just  sold  out  for 
$500,000  in  the  face  of  a  threatened 
proxy  fight  by  his  outside  directors. 

What  went  wrong?  The  theaters 
were  profitable,  but  other  film  ven- 
tures, especially  film  distribution,  col- 
lapsed. The  company  lost  $472,000 
on  sales  of  $15.8  million  in  fiscal  1970. 

Veteran  theater  owner  Rafael  Ra- 
mos Cobian,  who  bought  out  Yellen 
at  $2.50  a  share,  immediately  cut  17 
employees  to  save  $250,000  in  sal- 
aries, saying:  "I  don't  know  what  all 
those  people  did."  However,  Cobian, 
who  denied  rumors  that  he  too  would 
soon  sell  out,  was  quick  to  add  that 
Yellen  is  "a  very  bright  boy." 

But  if  Yellen  is  bright,  Walter 
Reade  Jr.  and  Don  Rugoff  are  gen- 
iuses. First  consider  Reade  (see  pic- 
ture). In  1969,  his  stock  was  riding 
high  at  about  $16  and  he  was  hap- 
pily buying  companies  and  building 
his  grandiose  Ziegfeld  Theater  in  Man- 
hattan, complete  with  a  personal  pent- 
house office,  on  the  site  of  the  original 
Ziegfeld.  Last  year  heavy  losses  from 


What?  Me  Worry?  Walter  Reade's  public  company  is  losing  money,  but  he 
is  unbowed.  Sitting  in  his  posh  office  (decorated  by  his  wife),  the  great- 
nephew  of  Oscar  Hammerstein  is  as  dapper  as  ever,  his  usual  bouton- 
niere  neatly  in  place.  "I'm  not  a  mere  movie  exhibitor,"  he  proclaims.  "I'm 
a  theatrical  entrepreneur."  But  some  cynical  competitors  are  getting  laughs 
by  saying   that   Reade   is   wearing   plastic   flowers   these   days   to    cut    costs. 
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dd  get  more  out  of  your  computer, 
if  more  people  could  get  to  it. 


Your  computer  can  solve  a  problem 
in  a  split  second.  So  how  come  your  peo- 
ple have  to  wait  so  long  for  the  answer? 

Because  every  question  has  to  find  its 
way  through  a  whole  maze  of  people, 
procedures  and  processes  to  get  to  the 
computer.  And  then  the  answer  has  to 
find  its  way  back  again.  Which  can  take 
days.  Even  weeks. 

You'd  save  a  lot  of  time  if  you  could 
cut  through  that  maze  and  give  everyone 
in  your  company  direct  access  to  your 
computer.  So  they  could  ask  it  questions 
and  get  answers  back  immediately. 

GTE  Information  Systems,  Inc.  can  do 
it  for  you.  We  know  all  about  getting 
people  to  computers. 

Take  stockbrokers,  for  example.  Right 
now,  GTE  Information  Systems  is  run- 
ning a  100,000-mile  international  stock 
and  commodity  quotation  and  informa- 
tion network.  A  network  which  puts 
brokers  on  six  continents  in  direct  touch 
with  computers  filled  with  up-to-the- 
second  information  on  stock  prices, 
earnings,  news,  etc.  All  without  mazes. 
Without  waiting.  Just  instant  informa- 


tion at  the  touch  of  a  button. 

Stockbrokers  are  only  part  of  the  pic- 
ture. All  across  the  country,  in  schools, 
on  the  railroads,  in  clinical  pathology 
labs,  in  all  kinds  of  businesses,  GTE  In- 
formation Systems  is  helping  the  right 
person  get  the  right  information  from 
the  computer  attherighttime. 

We  can  put  your  people  in  touch  with 
your  computer  too. 

We  can  give  you  anything  from  a 
single  remote  terminal  to  a  complete 
system  designed  and  engineered  to  help 
your  people  get  more  from  your  com- 
puter. Without  the  aggravation  and 
bother  of  buying  bits  and  pieces  and 
patching  it  all  together.  Because  we 
make  all  the  data  communications  hard- 
ware and  programming  software  that 
makes  a  system  work. 

And  if  it  ever  stops  working,  we've 
even  got  a  trained  service  organization 
to  get  it  going  again. 

To  get  more  out  of  your  computer,  just 
write  Vice  President-Marketing,  GTE 
Information  Systems,  Inc.,  Four  Corpo- 
rate Drive,  White  Plains,  N.Y.  10604. 
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We  announce  with  deep  sorrow 
the  death  of  our  Vice  President  and  Treasurer 

George  Parker 

after  a  long  illness. 

Roberts,  O'Donnell  &  Kopelman,  Inc. 


We  want  to 
wipe  out  cancer  in 

your  lifetime* 


Can  you  ever  read  these  notices  without  a  pang?  There,  you 
think,  goes  someone's  husband  and  father.  Someone's  friend 
and  associate.  There,  but  for  the  grace  of  God,  go  I. 

And  besides  the  enormous  human  tragedy,  there  is  the  huge 
cost  to  business.  Over  90%  of  cancer  deaths  occur  after  40. 
That's  when  most  people  in  business  and  the  professions  reach 
the  peak  of  their  careers. 

At  the  American  Cancer  Society  we're  working  feverishly  to 
change  all  that.  We're  close  to  some  very  exciting  developments. 
One  is  a  routine  blood  test  which,  if  it's  proven  effective,  will  save 
thousands  of  people  from  cancer  of  the  colon  and  rectum.  And 
colon-rectum  cancer  is  the  second  biggest  cancer  killer,  right 
after  lung  cancer. 

We're  so  close.  It  could  be  your  firm's  contribution  that  will 
put  us  over  the  top. 

We're  making  progress  in  dozens  of  other  cancer  research 
areas,  too,  and  they  all  cost  money.  Please  be  generous. 


American  Cancer  Society 

We  want  to  wipe  out  cancer  in  your  lifetime 


»CE  CONTB1BUIIO  BY  THC  PUBLISHER 


film  ventures  plus  a  $400,000  loss  at 
his  beloved  Ziegfeld  forced  him  to  di- 
vest his  film  distribution,  publishing 
and  theatrical  and  TV  film  subsidi- 
aries. Write-offs  caused  a  loss  of  $3.9 
million  on  sales  of  $31.2  million. 

But  that  hardly  had  a  devastating 
effect  on  Reade.  His  public  company 
—he*  owns  42%— leas.es  a  substantial 
number  of  its  72  theaters  from  his 
100%-owned  private  company,  and  al- 
so leases  two  additional  theaters 
Reade  holds  under  his  own  name. 
In  1970,  under  the  lease  deals  plus 
some  loan  agreements,  Reade's  public 
company  paid  his  private  enterprises 
a  profitable  $1.4  million.  That  is  in 
addition  to  his  $92,000  salary  from 
the  public  company. 

An  angiy  stockholder  at  Reade's 
annual  meeting  last  month  said:  "This 
company  will  be  due  for  Chapter  10 
[bankruptcy]  soon  unless  you  dras- 
tically reduce  your  overhead." 

Buying  Himself  Out 

Don  Rugoff,  another  son  of  a  mov- 
ie house  pioneer,  went  public  with 
his  Cinema  5  distribution  company  in 
1968  under  the  auspices  of  Allen  & 
Co.  The  public's  $4  million  was  used 
to  buy  Rugoff's  private  string  of  14 
theaters  for  about  20  times  net  prof- 
its, though  generally  theaters  sell  for 
about  seven  times  net.  Rugoff  got 
about  $1.2  million  for  his  32%  share; 
his  mother  got  $1.6  million  for  her 
39?;  and  Margaret  McG.  Rockefeller, 
wife  of  Chase  Manhattan  Bank's  Da- 
vid, got  $764,000  for  her  19%. 

Interestingly,  Rugoff  helped  pio- 
neer the  shopping  center  and  twin- 
theater  concepts.  But  as  president  of 
Cinema  5,  he  has  barely  expanded  his 
profitable  theater  circuit,  which  ac- 
counts for  only  30%  of  revenues.  His 
real  interest  is  in  film  distribution 
whose  wild  swings  led  Cinema  5  from 
a  1969  loss  of  $137,618  on  revenues 
of  $5  million  to  1970  earnings  of  $1.2 
million  on  sales  of  $12.7  million. 

Such  swings  do  not  disturb  Rug- 
off, who  owns  only  1%  of  Cinema  5's 
700,825  shares— to  go  with  his 
$100,000  salary  and  bonuses.  (The  big 
shareholder  is  songwriter  Richard 
Rodgers. )  Rugoff,  in  fact,  is  taking  the 
leap  from  movie-house  mogul  to  Hol- 
lvwood  mogul,  by  producing  two 
films  of  his  own.  And  why  doesn't  he 
expand  in  movie  houses?  Sniffs  Rug- 
off: "That  lakes  a  mentality  that  likes 
to  repeat  things.  I  don't  have  that 
kind  of  mind." 

And  so  it  goes  in  the  movie-house 
business.  Nearly  all  the  public  com- 
panies have  profitable  circuits,  but 
serious  drawbacks  in  the  more  fash- 
ionable ends  of  their  businesses.  Na- 
tional General's  film-making  and  dis- 
tribution subsidiaries  have  suffered  big 
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setbacks  in  recent  years.  United  Artists 
Theatre  Circuit,  which  boasts  some 
413  theaters  and  a  $19  book  value,  re- 
turned only  3?  on  sales  of  $76.9  mil- 
lion last  year.  Why?  For  one  tiling. 
UA  has  apparently  lost  around  $1 
million  backing  movies  and  some 
Broadway  shows  in  recent  vears. 
What's  more,  the  Xaifvs— a  father  and 
two  sons— who  own  2T'<  of  I'A's  1.6 
million  shares,  are  pulling  down  total 
annual  salaries  of  about  $380,000. 

Cinerama's  profitable  theaters 
couldn't  make  up  for  the  millions  lost 
in  film  ventures  last  year,  so  the 
company  lost  $8.7  million  on  sales  of 
$40  million  and  posted  a  working 
capital  deficit  of  $6.6  million.  In  June, 
it  looked  as  if  aging  tanker  tycoon 
Dan  Ludwig  would  pump  in  $9  mil- 
lion in  return  for  2231  of  the  company. 
"The  deal  is  set.''  Executive  Vice  Presi- 
dent Joe  Sugar  told  Forbes.  A  week 
later,  however,  the  deal  was  dead. 
But  weep  not  for  Sugar.  He  is  paid 
to  weather  such  disappointments— to 
the  tune  of  $156,000  a  year,  which 
is  more  than  the  heads  of  PPC  Indus- 
tries and  Texaco  get.  And  don't  worry 
about  Board  Chairman  lull  Forman, 
either.  Forman,  who  holds  30^5  of 
Cinerama,  also  owns  a  profitable  cir- 
cuit of  150  movie  theaters  in  a  sep- 
arate-and  private-company. 

How  High  Is  Up? 

The  profit  that  a  well-run  movie 
theater  chain  can  make  lias  raised  a 
bumper  crop  of  budding  movie  fran- 
chisers. But  whether  owning  movie 
houses  is  a  good  Franchise  business  re- 
mains in  doubt. 

The  franchise  leader  is  New  York's 
Network  Cinema  Corp..  though  to 
tlate  it  has  produced  only  21  of  its 
Jerry  Lewis  Cinemas.  However,  the 
comedian,  a  major  Network  stockhold- 
er, hopes  Ins  chain  will  be  die  coun- 
try's largest  with  2.000  theaters  by 
1975.  A  theater  owner  replied:  "There 
aren't  2,000  good  locations  left." 

Nevertheless  Network  has  divid- 
ed the  country  into  160  regions  and 
has  so  far  sold  franchise  rights  to  92 
of  the  regions  at  $50,000  each  to  doc- 
tors, lawyers  and  small  businessmen. 
For  that  sum  the  regional  director, 
in  effect,  gets  a  road  map  of  his  terri- 
tory and  a  pat  on  the  back.  To  recover 
his  investment  and  hopefully  make  a 
profit,  he  must  then  sell  $15,000  and 
$25,000  franchises  for  actual  theaters 
to  others.  And  once  a  theater  opens, 
its  owners  must  pay  Network  and  the 
area  director  8?  of  its  gross— off  the 
top— plus  around  $100  a  month  for 
such  goodies  as  the  mandatory  Jerry 
Lewis  marquee,  featuring  a  picture  of 
the  comic.  Shades  of  Minnie  Pearl's 
fried  chicken  franchises! 

Investors  beware!  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

June  9,  1971 


355,000  Shares 


AlMlEfe 


Department  Stores,  Inc. 

Common  Stock 

($.50  Par  Value) 


Price  $23,875  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


New  York  Hanseatic  Corporation 
Drexel  firestone 

flWIM  pill  Mild 

Eastman  Dillon.  Union  Securities  £  Co. 

Incorporated 

Kidder.  Peabody  £  Co. 


duPont  Glore  t organ 

Incorporated 

Goldman.  Sachs  £  Co. 


Incorporated 

A.  G.  Becher  £  Co. 
CBWl-Hayden.  Stone  Inc 
Harris.  Upham  £  Co. 

liKorpo.olrrf 

R.  W.  Pressprich  £  Co. 

teeatparafad 

f.S.Smithers%Co..lnc. 


Paine.  Webber,  lachson  £  Curtis  Bache  £  Co. 

Incorporated  Incorporated 

Burhhardt  £  Co.  Burnham  and  Company 

Clark.  Dodge  £  Co.  Dominich  £  Dominich. 

Incorporated  Incorporated 

f .  f.  Hutton  £  Company  Inc.  IV.  I.  Walton  £  Co. 

Shields  £, Company 

Incorporated 

G.H.Walher&Co. 

Incorporated 


LF.RothschildSCo. 
Tucker.  Anthony  S  R.  L  Doy 


. .  rfih  Wt  >'t  h  neither  ,in  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


710,000  Shares 

GILBERT  FLEXI-VAN  CORPORATION 

Common  Stock 


Price  $27.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 

only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 

in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  &  Co. 

Incorporated 

Blyth  &  Co.,  Inc.     duPont  Glore  Forgan     Eastman  Dillon,  Union  Securities  &  Co.     Goldman,  Sachs  &  Co. 

Incorporated  Incorporated 

Hornblower  &  Wecks-Hemphill,  Noyes        Kidder,  Peabody  &  Co.        Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Salomon  Brothers 

June  9,  1971 


Bache  &  Co. 

Incorporated 


Bear,  Stearns  &  Co. 


E.  F.  Hutton  &  Company  Inc. 
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The  Money  Men 


The  Patient  Is  Feeling  Better 
but  He  Isn't  Really  Cured 


When  a  man  is  deathlv  sick  he 
will  promise  the  doctor  anything 
—anything— "just  make  me  well 
again."  But  things  look  different 
once  he's  on  his  feet  again.  Wall 
Street  is  like  that,  says  money  man 
Richard  Cantor.  When  the  market 
was  stricken  last  year,  all  the  talk- 
was  about  turning  over  a  new  leaf. 
But  now  the  market  is  booming 
again  and  it's  business  as  before 
on  The  Street. 

Cantor  runs  his  own  money 
management  firm,  and  has  made 
quite  a  name  for  himself  in  just 
ten  years.  He  headed  the  Chase 
Manhattan's  $4-billion  investment 
advisory  division  when  he  was  33, 
breaking  away  in  1968  to  start  his 
own  company. 

His  firm,  Cantor  Management 
Associates,  manages  around  $150 
million.   He  is  regarded   as  a  top- 


notch  money  manager.  Unlike 
many  of  his  breed,  he  is  connect- 
ed with  no  brokerage  firm.  Thus 
Cantor  feels  free  to  speak  out  on 
what  he  regards  as  Wall  Street's 
ills  and  shortcomings.  Not  surpris- 
ingly, he  blames  them  on  the  bro- 
kerage firm  rather  than  on  the  mon- 
ey managers  as  such. 

J  Cantor  feels  that  Wall  Street  is 
not  really  cured  from  the  disease 
that  laid'  it  low  in  1970  and  that 
the  whole  sorry  spectacle  of  boom- 
and-bust  will  repeat  itself. 

Seated  in  a  chrome  and  black 
leather  chair  in  his  mod-plush  of- 
fice on  New  York's  Park  Avenue, 
Cantor  talked  at  length— and  some- 
what intensely— about  Wall  Street, 
its  psychology,  its  pathology  and 
its  methods.  Most  especially,  he 
talked  about  how  stocks  are 
pushed    out    and    pushed    up    and 


Cantor  of  Cantor  Management  Associates 
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why  he  feels  the  whole  system  is 
a  fraud  on  the  public. 

Now  this  may  shock  some  peo- 
ple—those who  still  think  that  the 
stock  market,  somehow  automat- 
ically," adjusts  to  good  news  and 
bad  news  and  good  prospects  and 
bad  prospects.  Those  who  think, 
therefore,  the  market  is  a  game 
anyone  with  courage  and  foresight 
can  play. 

The  real  situation  is  rather  dif- 
ferent, Cantor  says.  In  the  real 
world,  stocks  do  not  move.  They 
are  moved.  And  the  moving  is 
done  by  the  giant,  multifaceted 
brokerage  houses.  "Thev  can  of- 
fer the  merchandise,"  Cantor  says, 
"and  influence  the  right  people  be- 
cause of  their  corporate  contacts 
through  underwriting,  because  of 
their  dealings  through  their  own 
mutual  fund  or  hedge  fund,  be- 
cause of  their  trading  ability  and 
because  they  have  enough  money 
to  position  stocks." 

Those  were  pretty  serious 
charges,  we  remarked,  and  asked 
Cantor  to  elaborate. 

"The  whole  system  works  like 
clockwork.  An  analyst-marketeer 
from  one  of  these  houses,  a  guy 
with  a  good  reputation  for  being 
listened  to  by  the  hedge  funds, 
calls  a  most  valuable  client.  He  has 
a  'concept'  about  a  company.  Or  a 
projection  of  earnings  gains.  Or  a 
new  product."  But  it's  not  the 
story  as  such  the  customer  is  in- 
terested in.  Says  Cantor:  "The 
customer  understands— without  any 
exchange  between  the  two— that  he 
gets  called  first  because  he  re- 
sponds very  quickly."  After  that, 
the  stock  will  move  almost  auto- 
matically. Like  a  car  being  clicked 
into  gear. 

"The  first  guv  called  buys 
20,000  or  50,000  shares.  He  also 
understands— without  it  being  said— 
who  is  going  to  be  called  next. 
And  he  understands— without  going 
into  it— what  the  impact  of  such 
buying  is  likely  to  be,  given  the 
capitalization  of  the  stock  that  he 
is  buying." 

Next  to  be  called,  says  Cantor, 
are  the  hedge  funds,  who  gen- 
erate heavy  trading  and  heavy 
commissions.  Then  the  mutual 
funds  and  investment  managers. 

"Finally,  the  public  comes  in," 
he  continues,  "and.  in  recent  years 
at  least,  the  banks." 

Give  us  an  example.  Forbes 
said. 
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'The  real  estate  investment  trust 
thing  was  played  this  way,  in  pro- 
gression from  hedge  fund  to 
mutual  fund  to  the  banks.  So  were 
proprietary  hospitals  and  fast  foods. 

"Now  I'm  not  implying  that  there 
was  no  merit  in  any  of  these  stocks. 
In  main'  eases  there  was.  I  mean 
that  thev  were  marketed  and  oxer- 
marketed  entirely  on  the  basis  of 
who  had  the  commission  dollars  to 
pass  around." 

The  banks,  we  asked?  What  were 
thev  doing  playing  this  game? 

"Thev  got  so  tired  of  losing  their 
so-called  'best  personnel'  and  best 
clients  to  more  aggressive  institu- 
tions that  the  young  investment 
people  at  the  banks  got  pushed  by 
senior  management  into  performing. 
And  they  really  believed  thev  could 
do  it,  because  thev  figured  they 
had   more   Commission   dollars    than 

anyone  else  even  with  a  lower  turn- 
over rate. 

"Where  thev  were  wrong  is  that 
they  played  the  game  with  a  certain 
amount  oi  ineptness,  with  every- 
one's turned-over  merchandise,  and 
thev  played  it  at  such  a  size  they 
it  the  fust  rule  of  this  kind  of 
game— you've  got  to  find  someone 
to  sell  it  to.  Bv  the  time  they  got 
in,  there  was  nobody  left. 

"Imagine  the  trauma  at  a  majoi 
New  York  City  bank  when  you 
picked  up  a  client's  account  to  find 
it  was  50'.  otl  in  value. 

"The  lessons  of  1969-70  have 
cooled  off  the  veiv  large  institu- 
tions   like    banks,    but    not    the    hot 

money  players,  the  hedge  fund  op- 
erators. Tlie  m  i \  s  who  cynically  buy 

any  Story  with  their  commission 
dollars,  without  knowing  a  damn 
thing  about  the  company,  these 
people  are  not  dead." 

(  antor  wants  to  make  one  thing 
perfectly  clear:  He  is  not  predict- 
ing an  imminent  collapse.  He  does 
not  regard  stocks  as  overpriced 
now.  The  patient  is  healthy 
enough  at  the  moment.  At  the 
moment.  But  next  time  Wall  Street 
gets  caught  in  a  draught,  pneu- 
monia is  likelv  to  set  in  again. 
"When  the  market  starts  to  blow 
ofl  again,  and  it  inevitably  will- 
when  the  economy  is  running  out 
of  steam,  or  when  stocks  have  got- 
ten overpriced— then,  look  out.  If 
at  that  point  there  has  been  no 
legislation  to  stop  this  nonsense.  If 
nobody  has  recognized  the  basic 
illegality  of  what  is  going  on,  then 
there  is  going  to  be,"  he  gripped 


the  arms  of  his  chair  and  leaned 
forward  intently,  "another  smash 
much  like  the  one  that  we've  just 
had,  only  worse. 

"The  awful  thing  is  that  this  is 
not  happening  for  any  lack  of 
knowledge.  Everybody  on  Wall 
Street  understands  it." 

We  reminded  Cantor  that  the 
Securities  &  Exchange  Commission 
had  a  very  forceful  and  astute  new 
chairman.  William  Casey.  Wouldn't 
that  make  a  difference? 

"As  I  read  the  implications  of  re- 
cent remarks  bv  the  new  chair- 
man, he  is  saving  that  there  are  a 
lot  of  problems,  but  the  economic 
survival  of  Wall  Street  firms  comes 
first.  The  trouble  is  that  the  survi- 
val ol  some  of  these  firms  depends 
on  this  kind  of  thievery  continuing. 
The  chairman  is  saving  that  we 
are  going  to  change  things,  but  not 
vet.  That  everything  is  rotten,  but 
we've  got  a  lot  ot  people's  incomes 
dependent  on  the  rottenness." 

(antor  savs  he  is  speaking  out 
like  this  "because  the  people  I 
am  accusing  are  hurting  my  cli- 
ents. And  nothing  is  being  done 
to  prevent  it.  The  cynics  say  you 
can't  stop  it,  that  stocks  are  pieces 
of  paper,  that  you  have  to  have 
this  whole  merchandising  network 
or  otherwise  none  of  us  will  even 
make  anv  money. 

"This  is  nonsense.  Without  this 
network,  growing  earnings  would 
still  make  a  good  stock  worth  more 
than  other  stocks.  The  merchan- 
dising crank-up  only  speeds  up  the 
process  and  eventually  overheats 
it.  You  just  don't  need  salesmen- 
analysts  earning  $300,000  a  year 
to  make  good  stocks  go  up  and 
bad  ones  go  down. 

What  would  you  do,  we  asked? 

Bluntly:  "I  would  end  the  con- 
flict of  interests  where  these  mul- 
tifaceted  commission  houses  have 
their  hands  in  so  many  pies.  It's 
not  the  salesmen-traders  with  the 
big  blocks,  but  these  analyst-mar- 
keteers who  call  up  and  say,  'Look, 
I've  got  this  stock,  and  here  are 
the  18  other  guys  I'm  going  to  call 
with  it.'  Their  commissions  should 
be  cut  way  down  to  take  the  profit 
out  of  this  type  of  promotion. 
More  computers  taking  orders  than 
salesmen  soliciting  them. 

"I  say,  precisely!  That's  exactly 
what  we  should  do." 

But  now,  he  insists,  while  the 
patient  is  relatively  healthy.  Not 
when  he  is  dying.   ■ 


Here  is  a  lifetime  business  opportunity 
with  exciting  PROFIT  POTENTIAL. 

The  "knowledge  industry"  today 
accounts  for  about  30%  of  the  G.N.P.  We 
are  a  pioneer  and  leader  in  this  industry.    I 
Our  international,  publicly  held  company  ; 
serves  individuals,  companies  of  all  sizes, 
industry,  and  municipal  governments  with 
programs  and  courses  on  leadership  and 
management  development,  personal  moti- 
vation, sales  training,  and  individual  and 
family  achievement. 

We  provide  complete  training  and  an 
exciting  incentive  and  awards  program. 
Sales,  management,  engineering,  and 
business  leadership  backgrounds  desired. 
For  information  write:  FBS7-1 

Success  Motivation  Institute,  Inc. 


Paul  J.  Meyer,  President 
5000  Lakewood  Drive 
Waco.  Texas  76710 
Phone:  817-776-1230 


OWN  A  PROFITABLE 


7k 


DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  fhe 
largest  international  system  of  deluxe,  family 
campgrounds.  Cash  in  on  the  booming  lei- 
sure/recreation business.  Over  50  million 
Americans  are  camping!  Modest  investment 
brings  instant  cash-flow  and  strong  earnings. 
National  publicity  and  advertising.  Proven 
operating  methods.  Choice  sites  still  avail- 
able. For  free  information  at  no  obligation, 
write:  Kampgrounds  of  America,  Inc.,  P.O. 
Box  1138-F.  Billings,  Montana  59103. 


ACQUIRE! 


Our  unique  Acquisition  Program  is  a  proven, 
scientific  approach  serving  technological 
companies  that  wish  to  continue  growing 
through  acquisition 

Our  professional  staff  guarantees  results, 
and  guarantees  a  total  cost  of  acquisition 
below  the  prevailing  "finder  s  fee."  No  re- 
tainer is  required. 

For  details,  call  Harlan  J.  Brown 

(703)  356-9100 

or  write 


H.J.BROWN 

INTERNATIONAL,  INC. 

Systems  Office,  P.O.  Box  165 
McLean,  Virginia  22101 
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Relief,  but  No  Cure 

Don't  let  those  rising  earnings  fool  you:  Standard  Oil  of  California's  troubles  are  far  from  over. 


When  two  Standard  of  California 
tankers  collided  in  San  Francisco  Bay 
last  January,  spilling  840,000  gallons 
of  oil  and  arousing  widespread  public 
criticism,  the  company's  luck  was  run- 
ning all  bad.  Already  it  had  been 
fined  $1  million  for  massive  oil  spills 
in  the  Gulf  of  Mexico. 

The  Federal  Trade  Commission  had 
charged  that  Cal  Standard's  promo- 
tion of  its  F-310  gasoline  additive 
was  deceptive,  and  the  California  Air 
Pollution  Control  Board  questioned  if 
F-310  was  any  better  than  ingredients 
in  other  gasolines.  The  state  of  Ha- 
waii was  suing  Cal  Standard  on 
charges  of  price  fixing.  And  back  in 
Los  Angeles  a  federal  grand  jury 
was  investigating  similar  charges. 

A  fistful  of  problems?  Yes,  but  para- 
doxically Cal  Standard's  earnings 
jumped  to  record  levels  in  recent 
quarters,  after  they  had  inched  up 
only  13%  over  five  years  on  a  sales 
gain  of  55%.  For  1971,  the  San  Fran- 
cisco-based company  may  earn  $5.60 
a  share,  perhaps  even  $5.65  on  sales 
of  about  $4.5  billion,  vs.  $5.36  on 
sales  of  $4.2  billion  in  1970.  Its  op- 
erating profit  margin,  which  declined 
to  a  17-year  low  of  16.9%  in  1970, 
may  finally  stop  slipping. 

Nothing  Lasts  Forever 

Unfortunately,  the  good  news  may 
not  last.  The  factors  producing  the 
gains  may  prove  to  be  temporary. 
That's  because  this  earnings  boost  is 
coining  mostly  from  Europe.  In  re- 
cent years,  Cal  Standard's  marketing 
operation  there  has  suffered  from  a 
combination  of  too  much  low-cost 
Middle  East  crude,  which  depressed 
European  prices,  and  rising  royalty 
payments  in  Middle  East  oil-produc- 
ing countries.  But  since  early  1970 
European  wholesale  prices  have  risen 
dramatically.  These  increases  helped 
Standard  show  a  12%  gain  in  1970 
fourth-quarter  earnings  and  a  16% 
gain  in  1971  first-quarter  earnings. 

But  the  rising  European  prices  re- 
sult from  what  probably  is  only  a 
short-term  factor:  A  cutback  in  the 
supply  of  low-cost  Middle  East  crude. 
The  important  trans-Arabian  pipe- 
line, for  example,  was  cut  in  May  of 
1970  during  the  Arab-Israeli  conflict 
and  only  recently  reopened.  M. 
while,  the  unpredictable  Libyans  be- 
gan sharply  reducing  their  country's 
output,  which  meant  that  more  crude 
had  to  be  shipped  from  the  Persian 
Gulf  via  the  long,  costly  route  around 
the  African  continent,  for  companies 
that     had      their     own      tankers— Cal 


Standard  among  them— it  also  meant 
extra  profits. 

With  European  demand  rising  12% 
a  year  and  a  cutback  in  supply,  Cal 
Standard  and  others  have  finally  been 
able  to  raise  prices  and  make  them 
stick.  Moreover,  they  have  met  rising 
royalty  demands  in  both  the  Middle 
East  and  Indonesia  and  successfully 
passed  on  these  costs  and  then  some. 
And  in  Japan,  where  consumption  of 
petroleum  products  is  rapidly  rising, 
prices  have  been  just  as  firm  as  in 
Europe. 
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TROUBLE  AT  HOME 

In  California,  the  country's  largest 
gasoline  market,  California  Stand- 
ard has  lost  both  market  share 
and  actual  volume.  The  reason: 
Big  Eastern  companies  like  Shell 
and  Jersey  Standard  have  invaded 
the  state  on  a  massive  scale.  So 
far  California  Standard  has  held 
on  to  first  place  by  a  small  margin. 


1965 


1970 


Source:  Lundberg  Survey,  Inc. 


But  how  firm  are  these  new  prices? 
Would  they  tumble  again  if  the  Suez 
Canal  were  reopened,  as  now  ap- 
pears possible?  Cal  Standard  President 
Harold  J.  Haynes  won't  comment.  Nor 
will  Chairman  Otto  N.  Miller  and 
Vice  Chairman  James  E.  Gosline. 
They  follow  the  old  Cal  Standard  tra- 
dition of  saying  as  little  as  possible  to 
anyone  from  the  outside.  From  a  pub- 
lic relations  point  of  view,  this  com- 
pany still  operates  in  the  tradition  of 
the  old  Standard  Oil  Trust  from  which 
it  sprang  in  1911. 

The  truth  of  the  matter  is  that  Cal 
Standard  is  still  in  trouble,  especially 
in  the  U.S.,  where  the  company  ranks 
filth  with  6.6%  of  the  total  market. 
California  is  the  company's  most  im- 


portant domestic  market,  and  because 
it  is  the  nation's  fastest  growing  mar- 
ket, it  has  attracted  big  eastern  com- 
panies that  cut  prices  to  build  mar- 
ket share.  Thus,  Cal  Standard's  mar- 
ket share  dropped  from  23.4%  in  1965 
.to  just  17.5%  today   (see  chart). 

Competition  could  get  even  rough- 
er if  Alaskan  North  Slope  oil  is  brought 
in.  Cal  Standard  has  a  litde  North 
Slope  oil,  but  not  nearly  as  much  as 
giant  Jersey  Standard  or  Atlantic 
Richfield,  two  important  California 
competitors.  In  a  market  invasion  of 
its  own,  eastward,  Cal  Standard  in 
1961  bought  Standard  of  Kentucky,  j 
a  leading  marketer  in  the  fast-grow- 
ing Southeast.  But  it  has  met  the  same 
kind  of  price  competition  there  that 
it  faces  in  California. 

Problems  or  no,  Cal  Standard  is  go- 
ing full  steam  ahead  on  a  huge  ex- 
pansion program.  The  company  spent 
more  than  $2  billion  in  the  last  three 
years  and  expects  to  spend  $800  mil- 
lion more  in  1971.  Much  of  this  has 
been  financed  internally— the  compa- 
ny's cash  flow  was  $780  million  last 
year— but  the  ambitious  1971  program 
sent  Cal  Standard  to  the  money  mar- 
ket with  $250  million  worth  of  25- 
year  debentures.  Most  of  197 l's  cap- 
ital spending  will  be  for  exploring, 
drilling  and  refining.  In  undertaking 
this  ambitious  program  in  the  face  of 
declining  profit  margins,  Cal  Standard 
recognizes  a  simple  fact  of  life  in  the 
oil  business:  To  stay  competitive,  a 
company  must  grow. 

Laggard 

What  happens  when  the  European 
market  again  becomes  price-competi- 
tive? That  will  be  a  major  problem, 
for  Cal  Standard  is  a  huge,  slow- 
moving,  even  stodgy,  company.  It  is 
the  last  oil  giant  to  begin  streamlining 
its  operations,  the  last  to  move  heavily 
into  exploration,  the  last  to  modern- 
ize its  gas  stations.  It  lags  behind 
most  competitors  in  both  earnings 
growth  and  profitability.  The  prog- 
nosis, clearly,  is  not  good. 

In  any  event,  the  problem-solving 
will  pretty  much  be  up  to  Harold 
Havnes,  who  became  president  only 
in  mid-1969.  Both  Miller  and  Vice 
Chairman  Gosline— who  moved  up  to 
make  room  for  Haynes— are  now  62 
and  due  to  retire  in  three  years. 
Havnes  will  be  only  49  then,  a  mere 
youngster  by  company  standards.  Will 
he,  despite  his  aggressive  reputation, 
slip  into  the  old,  tired  tradition?  Or 
will  he  have  the  strength  to  shake  up 
this  big  but  sleepy  company?  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Shares. 

The  offer  is  made  only  by  the  Prospectus. 


2,500,000  Shares 

UAL,  Inc. 


Common  Stock 

($5  par  value) 


Price  $35V2  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned  as  may 
legally  offer  these  Shares  in  compliance  with  the  securities  laws  of  such  State. 


D1LL0S,  READ  &  CO.  INC. 


MORGAN  STANLEY  &  CO. 

%  Incorporated 

THE  FIRST  BOSTON  CORPORATION 


DREXEL  FIRESTONE 

Incorporated 

KVHN,  LOEB  &  CO.       LEHMAN  BROTHERS       MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated  Incorporated 


BLYTH  &  CO.,  INC. 

EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

HALSEY,  STUART  &  CO.  INC. 


duPONT  GLORE  FORGAN 

Incorporated 

GOLDMAN,  SACHS  &  CO. 
HORNBLOWER  &  WEEKS-HEMPHILL,NOYES 


KIDDER,  PEABODY  &  CO.       LOEB,  RHOADES  &  CO.       PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 


SALOMON  BROTHERS 
WERTHEIM  &  CO. 


BACHE  &  CO. 

Incorporated 


STONE  &  WEBSTER  SECURITIES  CORPORATION 
WHITE,  WELD  &  CO. 
REYNOLDS  &  CO. 


DEAN  WITTER  &  CO. 

Incorporated 


SHE ARSON,  HAM  MILL  &  CO. 

Incorporated 


May  27,1971. 


Is  "Preferred"  the  Right  Word? 

Preferred  stock  is  an  expensive  form  of  financ- 
ing.   Why,    then,    the   great   rash   of   it   lately? 


By  mid-July,  if  all  goes  well,  Ameri- 
can Telephone  &  Telegraph  will  have 
raised  some  $1.4  billion  of  new  mon- 
ev  from  the  public— the  biggest  pub- 
lic offering  in  history.  But  AT&T  isn't 
financing  by  selling  debt  or  common 
stock.  It  is  selling  preferred  stock. 

That  makes  AT&T  the  largest  of  a 
growing  crowd.  From  1967  through 
1969  the  dollar  value  of  new  pre- 
ferreds  issued  averaged  about  $700 
million  a  year.  But  in  1970  the  figure 
doubled  to  $1.4  billion,  and  in  the 
first  three  months  of  1971  totaled 
S487  million.  Typically  priced  at 
S100  (par  value)  a  share  and  with 
dividend  income  yielding  7.5%  or 
more,  the  new  preferreds  are  reviving 
interest  in  a  form  of  financing  that  has 
often  seemed  about  to  die. 

In  the  early  1900s  mightv  giants 
such  as  Uniroval  (then  U.S.  Bubber) 
and  U.S.  Steel  sold  big  issues  of  pre- 
ferred. These  fell  rapidly  out  of  favor 
in  the  Thirties  when  earnings  dropped 
and  the  companies  suspended  pre- 
ferred dividends,  which  they  could 
not  have  done  with  bond  interest 
without  going  bankrupt.  In  the  For- 
ties there  was  a  surge  of  sales  of  new 
preferred  stock  priced  at  3%  or  4%. 
But  as  interest  rates  climbed,  the 
value  of  the  preferred  declined.  To- 
day there  are  some  very  unhappy 
shareholders  who  are  holding  those 
old  preferreds. 

Conglomerates  rediscovered  pre- 
ferred stock  in  the  Sixties,  exchanging 
convertible  preferred  for  the  common 
stock  of  their   acquisitions.   The   con- 


version feature  postponed  dilution  of 
earnings  and  the  preferred  character 
qualified  the  exchange  as  tax  free,  un- 
like a  convertible  debenture. 

Almost  all  the  preferred  sold  in  the 
last  year  and  a  half  has  been  sold  by 
the  utility  industry  and  reflects  its 
major  problem:  an  apparently  insatia- 
ble demand  for  new  money.  Irving 
Trust  estimates  that  electric  utilities 
alone  will  need  an  average  of  $8  bil- 
lion a  year  in  new  money  through 
1975,  up  from  an  average  of  $3.3 
billion  a  year  in  1965-69. 

But  where  do  the  utilities  get  their 
money?  Utilities  can't  add  substantial- 
ly to  their  debt  (which  already  aver- 
ages 55%)  without  the  risk  of  down- 
grading their  credit  ratings  or  drawing 
scowls  from  the  regulators.  What  they 
would  like  to  do  is  to  sell  common 
equity.  But  with  utility  industry  com- 
mon stock  selling  at  only  13  times 
earnings,  the  effective  cost  of  new 
common  equity  financing  isn't  particu- 
larly attractive  either— roughly  7.6%. 
So,  many  are  turning  to  preferred 
despite  the  fact  that  interest  costs  are 
not  tax  deductible  and  therefore  cost 
the  utility  about  twice  as  much  as 
debt.  "They  are  stuck  with  preferred," 
says  one  analyst.  "Their  capital  struc- 
ture is  out  of  whack." 

The  dividends  on  preferred  are  nor- 
mally paid  before  any  dividend  on  the 
common  stock;  so  preferred  stock  sells 
on  a  yield  basis,  much  like  a  bond.  To 
tax-paying  investors  such  as  insur- 
ance companies  and  savings  banks, 
preferred  stocks  can  be  quite  attrac- 


Fraternal  Twins,  Not  Identical 

Though  most  utilities  sell  large  amounts  of  both  debt  and  preferred  issues, 
current    yields    differ    markedly-.    Generally,    preferred    issues    are    lower. 


r— Debf  Issue 

S  &  P         Coupon         Current 
Rating     &  Maturity         Yield 


Preferred  Issue 


S&P 
Rating 


Dividend      Current 
Rate  Yield 


Cincinnati  Gas  &  Electric 
Commonwealth  Edison 
Consumers  Power 
Dayton  Power  &  Light 
Detroit  Edison 


AAA 
AAA 


Duke  Power 
Georgia  Power 
Northern  Natural  Gas 
Ohio  Power 
Pacific  Gas  &  Electric 


Philadelphia  Electric 
Public  Service  Electric  &  Gas 
Southern  California  Edison 
Union  Electric 
Virginia  Electric  &  Power 


tive  for  tax  reasons;  to  corporate  hold- 
ers, 86%  of  preferred  dividends  are  ex- 
cluded from  income  taxes— just  like 
common  stock  dividends.  This  is  on 
the  theory  that  dividends  should  not 
be  taxed  twice,  once  when  earned  bv 
the  company,  and  a  second  time  when 
paid  out  to  its  stockholders.  Thus 
for  a  50%-tax-bracket  corporate  inves- 
tor who  buys  a  preferred  stock  yield- 
ing 7.45%,  the  effective  tax  rate  is 
only  7.5%,  meaning  an  after-tax  yield 
of  6.90%,  higher  than  the  typical  mu- 
nicipal. By  contrast,  interest  on  cor- 
porate holdings  of  other  corporate 
bonds  is  fully  taxable. 

Individuals,  however,  don't  get  that 
same  break.  For  them,  dividends  from 
preferred  stock,  common  stock  and 
interest  are  all  taxed  at  the  same  rate. 
Thus  the  after-tax  return  on  a  pre- 
ferred yielding  7.45%  for  an  investor 
in  the  30%  tax  bracket  is  5.22%. 

Going  by  the  Book 

Preferred  stock,  logic  would  have 
it,  should  yield  more  than  bonds. 
First,  they  are  not  as  safe;  they  rank 
behind  all  bonds  both  for  payment  of 
interest  and  principal.  On  top  of  that, 
preferred  stock  has  no  maturity  date, 
unlike  bonds.  If  interest  rates  were  to 
rise  further  forcing  the  price  of  the 
preferred  down,  there  is  no  guaran- 
teed payback  of  the  face  amount. 

But  surprisingly,  despite  these  dan- 
gers, many  preferreds  sell  at  a  lower 
yield  than  bonds.  The  basic  reason  is 
the  corporate  tax  advantage;  corpo- 
rate treasurers  love  them. 

That  doesn't  rule  out  preferred  for 
the  individual,  however.  Those  that 
get  quality  ratings  of  A  or  better, 
have  no  unfavorable  redemption  pro- 
visions, and  are  readily  marketable 
can  be  suitable  investments,  says  Ed- 
ward L.  Chapman,  a  senior  vice  pres- 
ident at  Spencer  Trask  &  Co.,  Inc.,  a 
Wall  Street  house  specializing  in  pre- 
ferreds. But  everything  else  being 
equal,  says  Chapman,  an  individual 
should  demand  a  better  yield  on  a 
preferred  than  on  an  equivalently 
rated  bond. 

Bight  now  the  AT&T  preferred 
stock  issue,  rated  AA,  is  selling  to 
yield  7%.  That  is  lower  than  a  com- 
parative quality  preferred  from  an- 
other utility.  But  AT&T's  preferred  is 
a  convertible  preferred,  and  can  be 
exchanged  for  1.05  shares  of  AT&T 
common.  This  conversion  privilege 
could  one  day  be  valuable. 

No  question  about  it:  AT&T  is  pay- 
ing a  high  cost  both  in  net  cost  and 
in  potential  dilution;  preferred  stock 
is  hardly  an  ideal  way  to  raise  money. 
But  like  scores  of  other  companies— 
mainly  utilities— these  days,  AT&T  is 
forced  to  raise  money,  not  where  it 
wants  to,  but  where  it  can.  ■ 
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After  hours, 

lorn  Connolly  goes 

to  the  rescue 


A  heart  attack  ...  a  mangling  collision  on 
the  New  Jersey  Turnpike  ...  a  child  choking 
to  death  ...  an  elderly  woman  lying  in 
agony  with  a  broken  hip.  Emergencies  like 
these  call  out  for  help. 

Who  answers?  Tom  Connolly,  for  exam- 
ple. He  is  a  project  engineer  in  Bethlehem's 
New  York  steel  construction  department. 
Tom  and  his  fellow  volunteers  in  an  emer- 
gency ambulance  squad  serve  around  the 
clock  in  the  Sewaren  and  Woodbridge,New 
Jersey  area. 

When  Tom  goes  on  duty  he  remains  in 
the  ambulance  garage  until  11  p.m.,  and 
then  goes  home  to  lie  down  beside  an  emer- 
gency telephone.  When  the  phone  rings, 
he's  off  to  a  scene  that  is  often  bloody, 
sometimes  frustrating,  and  always  demand- 
ing. 

Tom  has  served  for  seven  years,  as  medi- 
cal corpsman,  driver,  instructor,  squad  cap- 
tain, and  director.  When  asked  why  he 
chose  such  a  rigorous  avocation,  he  replied: 
"Because  it  needs  to  be  done." 

Bethlehem  Steel  can't  take  credit  for  Tom 
Connolly's  dedicated  work  on  behalf  of  his 
fellow  man.  But  we  do  take  pride  in  the 
knowledge  that  Tom  and  thousands  of  men 
and  women  in  our  corporation  have  social 
consciences  which  lead  them  to  volunteer 
for  a  variety  of  community  services. 


BETHLEHEM  STEEL 


0ETHIEHEM 
ST  EL 


Ill 


Oil: 

safety  control  for 

offshore  wells. 


Auto  Components: 

anti-noise  pollution  hardware. 


Oceanography: 
deep  sea  mining. 


Shipbuilding: 

assembly-line  plans  for  new  merchant  fleet. 


WW 
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mputerized  natural  gas  network. 


Agriculture/ 

Land  Development: 

water  conservation, 


Innovative  yet  practical. 

That's  thelenneco  way 
of  researching  and  developing. 

And  growing. 


Tenneco  holds  a  record  for  growth.  In  just  27  years, 
we  have  grown  to  over  $4.3  billion  in  assets.  No  other 
U.S.  industrial  corporation  has  grown  that  big  that  fast. 

One  reason  for  this  record  growth  is  that  we 
keep  our  feet  on  the  ground  when  it  comes  to  Tenneco 
research  and  development.  By  concentrating  on 
workable  solutions  for  needs  of  today.  As  well  as 
those  of  tomorrow.  Examples: 

Oil:  Our  Tenneco  Oil  Company  has 
developed  a  remarkable  method  for  curtailing  oil 
slicks.  Our  new  "pinch-off"  technique,  licensed  and 
made  available  to  all  companies,  can  bring  offshore 
wells  under  control  fast. 

Auto  Components:  Our  Walker  Manufacturing 
Company  is  helping  reduce  noise  pollution.  In  addition 
to  anti-smog  devices,  we  sound-engineer  exhaust 
systems  so  cars  purr  rather  than  roar. 

Oceanography:  Our  Deepsea  Ventures,  Inc., 
is  far  advanced  in  a  program  to  mine  the  ocean. 
Already  discovered:  beds  of  mineral-rich  nodules 
containing  significant  deposits  of  manganese,  cobalt, 
nickel,  and  copper.  Already  tested  and  developed:  a 
pollution-free  system  for  lifting  the  nodules  thousands 
of  feet  to  waiting  ore  carriers. 

Packaging:  Our  Packaging  Corporation  of 
America  converts  over  a  billion  pounds  of  waste  paper 
a  year  into  spotless,  high-quality  containers  and 
cartons  for  America's  products.  Saved:  the  equivalent 
of  1 .8  million  trees  a  year.  Solved:  what  to  do  with  a 
mountain  of  waste. 

Shipbuilding:  Our  Newport  News 
Shipbuilding  has  developed  standardized  ship  designs 
for  the  U.S.  Maritime  Administration  so  that  America's 


merchant  ships  can  be  built  through  assembly-line 
techniques.  Faster.  And  for  less.  Purpose:  to  aid  in  the 
proposed  multi-billion  dollar  revitalization  of  our 
merchant  marine. 

Chemicals-.  OurTenneco  Chemicals,  Inc.,  has 
found  a  way  to  reduce  mercury  pollution.  As  part  of 
our  product  formulation  service  for  the  paint  industry, 
we  have  introduced  a  non-toxic  fungicide  that  makes 
the  use  of  mercury  compounds  unnecessary. 

Construction/ Farm  Equipment-.  Our  J.  I.  Case 
Company  has  done  more  research  into  cabs  for 
tractors  than  anyone  else.  Our  cabs  are  designed  with 
bucket  seats,  roll  bars,  air  conditioning,  even  stereo. 
Result:  tractor  work  is  safer,  more  comfortable,  more 
productive. 

Pipelining-.  Our  Tennessee  Gas  Transmission 
Company  has  programmed  our  1  5,290-mile  pipeline 
network  on  computer.  We  can  simulate  any  set  of 
conditions— even  the  most  severe  winter  storms.  As  a 
result,  we  know  beforehand  what  steps  to  take  to  keep 
our  natural  gas  flowing. 

Agriculture/ Land  Development:  Our  Tenneco 
Properties,  Inc.,  has  developed  a  water  retention 
technology  for  the  conservation  of  water.  We  store 
water  from  winter  snows  and  use  it  to  replenish  natural 
reservoirs  beneath  the  ground.  Purpose:  assurance 
of  water  for  future  years,  future  crops. 

There,  in  capsule  form,  you  have  examples  of 
practical  Tenneco  research  and  development. 
It'sanotherTenneco  way  of  building  businesses. 
Tenneco  Inc.,  Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS.    1TENNEC0 
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This  announcement  is  neither  an  offer  to  sell  nor  a  ^solicitation  of  an  offer  to  buy  any  of  these  Convertible  Preferred  Shares. 

The  offer  is  made  only  by  the  Prospectus, 


27,500,000  Shares 


American  Telephone  and  Telegraph  Company 

$4  Convertible  Preferred  Shares 


Convertible  on  or  after  October  1,  1971  at  any  time,  unless  previously  redeemed,  into  Common  Shares 

at  a  conversion  price  of  $47.50  (equivalent  to  1.05  Common  Shares  for  each  Convertible 

Preferred  Share),  subject  to  adjustment. 


A.T.&T.  shareholders  of  record  June  3,  1971  are  being  issued  Rights  (one  Right  for  each  Common 
Share  held )  to  subscribe  at  a  price  of  $50  for  one  Convertible  Preferred  Share  for  each  20  Com- 
mon Shares  held.  The  Rights  are  evidenced  by  transferable  Rights  Certificates  and  will  expire 
on  July  12,  1971. 

From  time  to  time  during  and  after  the  subscription  period,  Convertible  Preferred  Shares 
may  be  offered  to  investors  by  members  of  the  Dealer  Group  at  prices,  determined  as  set  forth  in 
the  Prospectus,  related  to  the  market  prices  of  the  Convertible  Preferred  Shares  on  the  New 
York  Stock  Exchange. 


The  undersigned  is  acting  as  Dealer  Manager  of  this  offering. 

MORGAN  STANLEY  &  CO. 

Incorporated 

140  Broadway 
New  York,  N.  Y.  10005 

Special  Telephone:  212-248-2050 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  securities  dealers  who  may  legally 
offer  these  Convertible  Preferred  Shares  in  compliance  with  the  securities  laws  of  such  State. 


JwieS,  IH71. 


Faces  Behind  the  Figures 


Hello,  Columbus 

During  the  past  15  years,  Bruce 
G.  Sundlun.  51.  has  built  one  of 
Washington's  best-connected  law 
firms.  Ainram,  Hahn.  Sundlun  & 
Sandground.  Sundlun  himself  was 
a  Kennedy  Democrat  while  his 
partner,  Gilbert  Hahn.  is  a  Nixon 
Republican.  Besides  being  smart. 
Sundlun  is  lucky :  Though  deeply 
involved  in  affairs  of  the  scandal- 
ridden  Penn  Central  subsidiary,  Ex- 
ecutive Jet  Aviation  of  Columbus. 
Ohio.  Sundlun  seemed  untouched 
by  the  carryings-on  of  former  EJA 
chairman  and  retired  Air  Force 
general.  O.  F.  Lassiter. 

In  fact.  Sundlun  now  has  taken 
over  what  is  left  of  Executive  Jet. 

Sundlun  introduced  Lassiter  to 
Wall  Street,  and.  ultimately,  to  his 
angel,  the  Penn  Central.  Then 
Sundlun  was  Executive  Jet's  sec- 
retary and  general  counsel  while 
Penn  Central  was  losing  oxer  $20 
million  in  EJA-enough  to  have 
bought  the  railroad  some  1.000 
badly  needed  freight  cars. 

After  Penn  Central's  collapse  and 
Lassiter's  ouster  a  year  ago  Sund- 
lun took  over,  slashing  stall,  selling 
off  aircraft,  finally  bringing  EJA 
barely  into  the  black-just  enough 


to  make  it  salable  but  not  at  any 
fancy  price. 

With  the  losses  stanched,  EJA's 
trustee,  Detroit  Bank  &  Trust  Co., 
began  looking  for  a  buyer.  And 
Whom  did  it  find?  Bruce  Sundlun. 
"We  tried  other  buyers,"  Sundlun 
says,  "but  everybody  was  fright- 
ened by  the  legal  problems  and 
debt  structure.  All  the  time,  how- 
ever. I'd  been  saving  that  EJA 
could  be  profitable  if  good  business 
practices  were  used."  Unfright- 
ened,  Sundlun  teamed  up  with 
Robert  L.  Scott  Jr.,  a  former  air 
taxi  operator  whose  great-grand- 
father was  a  president  of  the  Penn- 
sylvania Railroad.  Together  they 
agreed  to  buy  EJA  for  $1.25  mil- 
lion in  cash— less  than  one-tenth  of 
what  Penn  Central  had  poured  into 
it.  Now  Sundlun  spends  most  of  his 
time  at  EJA  dispatching  jets  to  pick 
up  executives  in  such  places  as 
Cleveland,  (he  Bahamas  or  Dallas. 
And  he  rides  to  the  hounds  over 
the  Ohio  countryside  rather  than 
in  Virginia. 

EJA  still  has  its  debt  problems, 
but  Sundlun  has  several  tilings  go- 
ing for  him,  including  EJA's  veter- 
an pilot  corps  and  its  14  Learjets 
and  Falcons,  worth  aboul  $13  mil- 
lion   new.    And    EjA's    $21-million 


Sundlun  of  Executive  Jet  Aviation 

tax  loss  carryforward  is  a  prime 
asset  in  making  acquisitions.  "I 
didn't  come  here  after  all  that's 
happened  to  play  any  games,"  says 
Sundlun.  Quite  the  contrary,  he 
stands  an  excellent  chance  of  turn- 
ing Penn  Central's  dry  hole  into 
his  own  gusher.  ■ 


Esoteric? 

The  question  is:  Where  does  Ravi 
Tikk(H)  get  his  monc\  ? 

What?  You  never  heard  of  Ravi 
Tikkoo?  Don't  feel  bad.  Neither 
have  most  businessmen  in  Lon- 
don, where  he  headquarters. 

But  everybody  in  shipping  has 
heard  of  him.  He's  the  man  who 
came  from  nowhere  about  three 
years  ago,  bought  three  small  tank- 
ers— the  largest  was  80,000  tons— 
and  then  blithely  signed  a  con- 
tract with  a  Japanese  shipyard  for 
two  477.000-tonners.  (The  big- 
gest now  afloat  is  D.K.  Ludwig's 
326,000-ton  Universe  Ireland. ) 

Now  Ravi  Tikkoo  is  talking  about 
ordering  a  1 -million-ton  tanker.  It 
would  be  a  third  of  a  mile  long, 
290  feet  wide,  draw  100  feet  and 
tower  above  the  water  as  high  as 
a  12-story  building. 

It's  easy  to  answer  the  ques- 
tion: Who  is  Ravi  Tikkoo?  He's  a 
38-year-old  Indian,  like  the  late 
Prime  Minister  Nehru  a  Hindu  of 
Kashmiri  extraction.  Tikkoo  was 
bom    in    the    Himalayan    state    of 


FORBES,  JULY  1,  1971 


Mandi:  his  lather  was  the  prince's 
finance  minister.  He  took  a  mathe- 
matics degree  at  Simla  College  of 
Punjab  University,  then  served 
seven  years  with  the  Indian  navy. 

In  1968,  he  acquired  his  first 
ship,  a  second-hand  tanker  of 
55,000  tons.  In  1969,  he  became  a 
British  subject  and  set  up  Globtik 
Tankers,  Ltd.  in  The  City. 

But  where  did  he  get  the  money 
to  sign  a  contract  lor  two  177.000- 
ton  tankers  and  even  think  of  a 
1-million  tonner? 

Tikkoo  of  Globtik  Tankers 


Tikkoo's  present  tankers  are  car- 
rying oil  to  Japan.  Some  people 
speculate  that  he  was  able  to  bor- 
row the  money  on  the  basis  of  his 
contracts.  Tikkoo  scoffs  at  this: 
"My  tankers,  the  Globtik  Tokyo 
and  the  Globtik  London,  will  cost 
around  $41  million  each.  Do  you 
think  any  bank  is  going  to  put 
up  those  amounts?" 

One  leading  British  shipping  ex- 
pert recalls  that  several  years  ago 
Britain  enacted  a  law  offering  to 
pay  20%  of  the  cost  of  building  a 
ship  for  a  British  shipping  concern. 
The  ship  could  be  built  anywhere 
—including  Japan— because  the  law 
was  designed  to  subsidize  shipping, 
not  the  shipbuilders. 

"Don't  get  me  wrong,"  says  this 
expert.  "I'm  just  theorizing." 

Ravi  Tikkoo  himself  gets  rather 
mystical  on  the  subject.  His  fi- 
nancing, he  said,  "involves  com- 
plex mathematical  calculations 
with  an  accuracy  up  to  ten  deci- 
mal points,  a  financial  exercise  of  a 
very  complicated  nature.  This  is 
my  forte,  and  I  truly  do  not  think 
anyone  else  can  do  it."  ■ 
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Faces  Behind  the  Figures 


Make  'Em  Pay 

If  energy  shortages  and  pollution 
problems  force  the  U.S.  to  con- 
serve power,  says  S.  David  Free- 
man, 44,  director  of  the  energy 
policy  staff  of  the  President's  Office 
of  Science  &  Technology,  it  can't 
depend  on  people  going  around 
turning  their  lights  off.  They  won't 
do  it.  You  have  to  hit  them  where 
it  hurts,  he  says,  right  in  the  pock- 
etbook.  "The  marketplace  is  our 
traditional  way  of  rationing  re- 
sources," he  says.  "And  if  prices 
begin  to  go  up  to  reflect  true  cost, 
I  feel  the  market  will  begin  to 
provide  incentives  for  energy  con- 
servation. As  it  is  now,  the  price 
structure  of  the  electric  companies 
is  very  promotional.  The  more  elec- 
tricitv  you  use,  the  less  you  pay 
per  kilowatt  hour." 

Freeman  would  like  to  reverse 
the  pattern.  The  volume  users— the 
large  residential  consumers  as  well 
as  the  industrial  and  commercial 
ones— are  responsible  for  the  growth 
in  demand  that  makes  rate  in- 
creases necessary,  so  why  not  make 
them  pay  more  for  the  extra  power 
they  use?  It's  an  idea  that  New 
York's  Consolidated  Edison  Co.  is 
trying  in  its  latest  rate  hike. 

"Over  a  period  of  years,"  he  says, 
"by  shifting  the  burden  of  rate  in- 
creases to  volume  users,  the  rate 
structure  would  gradually  level  out 
and  even  have  some  progressive 
aspects."      Freeman      doubts      this 


Freeman   of   Science   &   Technology 


of   Christian    Dior 


The  Battle   of  the  Knee 

As  the  capital  of  haute  couture, 
Paris  naturally  took  a  beating  when 
American  women  by  the  millions 
rejected  the  midi,  but  Jacques  Rou- 
et is  philosophical  about  it.  "Paris 
is  a  laboratory,  constantly  devel- 
oping new  ideas."  he  savs.  "Some- 
times women  accept  them,  some- 
times not.  That's  just  the  nature 
of  the  industry." 

Rouet  runs  Christian  Dior,  the 
most  famous  of  the  Paris  fashion 
houses  and,  through  Franchises,  a 
worldwide  manufacturer  and  mer- 
chandise]' of  women's  and  some 
men's  clothing.  Worldwide  its  sales 
were  $  IS  million  last  year,  small 
by  the  standards  of  most  businesses 
but  quite  a  bit  of  money  for  the 
rag  business. 

There  is  no  doubt,  however, 
that    Dior's    image   was    badly   tar- 


would  reduce  existing  demand,  but 
he  does  think  it  would  dampen 
future  demand  by,  say,  providing 
ineeYitives  to  produce  more  efficient 
energy-consuming  equipment. 

"I  think  we've  been  fooling  our- 
selves thinking  our  energy  was  low 
cost,"  he  says.  "It  has  been  priced 
low,  but  if  you  strip  a  mountain- 
side to  get  at  the  coal,  you're  kid- 
ding yourself  if  you  think  what  you 
take  out  is  low-cost  coal.  You 
haven't  paid  for  the  damage  to  the 
mountain.  So  if  you're  required  to 
reclaim  the  mountainside,  it  looks 
like  an  added  cost.  But  it  really 
isn't.  It's  always  been  there.  You're 
just  pulling  it  out  of  the  broad  mill 
of  social  costs  and  putting  it  into 
the  price  of  the  product." 

A  lawyer  with  an  engineering 
background,  Freeman  came  to 
Washington  from  the  Tennessee 
Valley  Authority  a  decade  ago  as 
assistant  to  the  chairman  of  the 
Federal  Power  Commission,  stayed 
to  practice  law  for  a  while  and 
then  in  1968  went  back  into  govern- 
ment to  coordinate  the  work  of  all 
the  federal  agencies  in  the  energy 
field.  "The  idea  was  that  a  few 
people  at  a  high  level  of  govern- 
ment should  be  looking  at  these 
energy  problems  from  an  overall 
energy  viewpoint.  My  work  is 
mainly  trying  to  look  ahead  at  the 
policy  questions  just  over  the  hori- 
zon." What  he  sees  as  to  pricing 
isn't  going  to  make  volume  elec- 
tricity users  verv  happy.  ■ 


nished  last  year.  It  decreed  that 
skirts  should  drop  to  mid-calf.  So 
what  happened?  Millions  of  de- 
fiant women  turned  to  pants  suits 
or  hotpants,  while  other  millions 
stuck  to  their  miniskirts.  Rouet 
blames  this  challenge  to  his  au- 
thority on  the  rebellious  young. 
"Older  women,"  he  explains,  "are 
likely  to  accept  fashions  that  come 
down  from  haute  couture.  The 
youngsters  go  for  fashions  that 
come  up  from  the  street.  The 
youngsters  just  don't  want  to  dress 
like  their  mothers." 

Has  the  house  of  Dior  bowed  to 
popular  resistance?  Well,  just  a 
little.  Rouet  claims  that  the  midi 
is  not  finished,  but  concedes: 
"Skirts  are  going  up."  Not  all  the 
\\  ay  up,  he  insists,  but  "close  to 
the  knees." 

And  if  he  is  wrong?  "There's  al- 
ways a  new  season."   ■ 
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Youth  Movement 

"The  money  market  is  a  young 
man's  game."  says  Peter  Camp- 
bell, 34.  a  director  and  monev 
manager  of  Toronto's  Wood  Gun- 
dy, Ltd..  Canada's  largest  under- 
writers. That's  a  brash  statement 
in  the  monev  market,  where  ex- 
perience has  always  counted  for 
much.  But  Peter  Campbell  lias 
done  well  with  his  brashness.  At 
the  moment,  he  and  his  young 
people  are  taking  on  the  all-pow- 
erful North  American  banking  es- 
tablishment, something  no  mere 
broker  is  supposed  to  do.  Wood 
Gundv  is  plunging  into  that  ex- 
clusive bank  preserve  of  foreign 
exchange  trading. 

"A  Few  months  ago  I  knew  noth- 
ing about  the  foreign  exchange 
market."  he  savs.  "I  read  a  couple 
of  books,  hired  a  few  bright  voung 
people,  and  went  ahead." 

At  a  gallop.  "We  probably  trade 
the  biggest  position  in  Canadian 
dollars  in  North  America  todav." 
he  says.  At  the  moment  it's  a 
short  position.  Last  year  the  Cana- 
dian dollar  climbed  from  92  U.S. 
cents   to  over  99   U.S.   cents,  and 

many    experts    are     betting    it    will 


Campbell  of  Wood  Gundy 

go  to  $1.05.  Not  Campbell.  He 
has  shorted  his  position,  possibly 
for  as  much  as  $100  million.  He 
is  betting  the  Canadian  dollar  will 
drop  in  the  next  year  "to  97  cents 
or  96  cents."  That  could  net  the 
firm  a  cool  million  or  two. 

Campbell  is  betting  the  govern- 
ment will  act  to  keep  the  rate  low 
and    encourage    the    flow    of    for- 


eign capital  into  manufacturing. 
"It  may  be  all  right  to  be  a  nat- 
ural resources  economy,  a  hewer  of 
wood  and  drawer  of  water,"  as 
he  puts  it.  "But  with  unemploy- 
ment in  Canada  over  6%,  the 
government  will  have  to  take  action 
to  build  Canadian  manufacturing." 

Campbell  is  "Dr.  Campbell," 
thanks  to  a  doctorate  earned  at 
the  London  School  of  Economics 
at  age  26.  But  he  doesn't  credit 
his  success  to  that.  "There's  no 
economic  theory  involved,"  he  says. 
"I  leam  as  much  about  the  bond 
market  from  outsiders  as  I  do 
from  traders.  I'm  always  jumping 
around  to  conferences,  seminars, 
talking  and  listening,  trying  to  get 
a  feel  for  the  way  the  economy's 
going." 

Campbell  loves  to  tell  how  he 
got  into  the  bond  business:  "I  got 
interested  in  the  bond  market  from 
a  bond  trader  I  met  in  a  bar  just 
before  going  to  the  London  School 
and  I  couldn't  wait  to  get  out  and 
into  active  trading. 

"Really,  all  you  need  to  do  is 
hire  a  few  bright  young  people, 
train  them,  give  them  responsibili- 
ty, throw  them  off  the  deep  end 
and  let  them  sink  or  swim."  ■ 


The  Forest  and  the  Trees 

Accusing  Edward  P.  Cliff,  chief  of 
the  U.S.  Forest  Service,  ot  being 
remiss  in  husbanding  the  U.S.'  87- 
million-acre  National  Forest  Sys- 
tem is  almost  like  accusing  Smokev 
the  Bear  of  playing  with  matches.  A 
stolid  bear  of  a  man  who  has  head- 
ed the  Service  for  nearly  a  decade, 
Cliff,  now  61,  is  a  onetime  forest 
ranger  who  finds  himself  caught 
squarely  in  the  middle  of  the  great 
ecological  debate.  "We  believe  in 
the  multiple-use  system  of  manag- 
ing forests,"  he  says.  "But  the  sys- 
tem is  difficult  to  applv  because 
each  interest  group— wildlife,  rec- 
reation, timber— tries  to  make  as 
much  impact  as  it  can." 

The  main  issue  is  the  Forest  Ser- 
vice's role  in  maintaining  the  U.S. 
timber  supplv.  The  National  For- 
ests produce  30%  of  the  U.S.  soft- 
wood saw  timber— mainly  construc- 
tion lumber  and  plywood.  The  ecol- 
ogists  worry  about  the  environment 
tal  impact  of  the  Services  clear- 
cutting  practice,  whereby  an  old 
timber  crop  is  cleared  out  com- 
pletely from  an  area  before  a  new 
one  is  planted.  Clear-cutting  leaves 


big  bare  checkerboard  squares 
through  forest  areas,  and  also 
sometimes  invites  erosion.  But  over 
60%  of  production  from  Forest  Ser- 
vice lands  are  clear-cut,  says  Cliff, 
mainly  because  species  like  the 
Douglas  fir  cannot  be  regenerated 
any  other  way.  But  Wyoming  Sena- 
tor Gale  McGee  has  proposed  a 
ban  on  clear-cutting.  This,  Cliff 
argues,  would  not  be  sound  forest 
management,  and  a  sharply  cur- 
tailed timber  supplv  would  almost 
certainly  create  the  kind  of  panic 
bu\  ing  that  sent  lumber  and  ply- 
wood prices  soaring. 

Cliff  proposes  a  ten-year,  $10- 
billion-  to  $12-billion  government 
program  to  put  the  U.S.'  forest 
lands  in  trim.  A  large  proportion 
of  that  would  go  to  the  Forest 
Service  itself  for  recreation,  wild- 
life and  timber  management,  but 
the  rest  would  go  to  encouraging 
the  small  timber-owners,  who  con- 
trol 59%  of  U.S.  forest  lands,  to  put 
their  lands  under  proper  forest 
management.  The  U.S.  wood  sup- 
ply is  still  giowing  faster  than  it  is 
being  used,  Cliff  says,  but  con- 
sidering the  rising  demand,  such 
a   program   is   needed    to    prevent 


future  shortages.  Meanwhile,  Cliff 
wishes  the  ecologists  would  see 
things  his  way.  "A  managed  for- 
est," Cliff  says  "can  be  beautiful, 
too.  But  I  suppose  you've  got  to 
be  trained  to  see  it."  ■ 

Cliff  of  the  U.S.  Forest  Service 
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PAID 
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FORBES  612,< 

BUSINESSWEEK  610,1 
FORTUNE  513,< 

Forbes  has  a  larger  paid  circulation  in  the  United  States 
than  Business  Week  or  Fortune. 

And,  according  to  a  research  study  by  Erdos  and  Morgan,  Inc. 
7  out  of  10  top  management  executives  in  America's  500 
largest  industrial  firms  read  Forbes  regularly. 

17%  more  than  read  Business  Week  regularly. 
20%  more  than  read  Fortune  regularly. 

And,  according  to  the  1971  Simmons  Study. . . 

1,245,000  Forbes  readers  don't  read  Fortune. 
1,158,000  Forbes  readers  don't  read  Business  Week. 

So,  to  reach  the  men  who  run— and  own— American  business,  use 


Forbes:  capitalist  tool 


S       . 


The  Funds 


Opening  Wedge 

Early  this  spring.  Roy  A.  Schot- 
Iand  won  a  Securities  &  Exchange 
Commission  order  to  force  Fidelity 
Trend  Fund  to  poll  its  sharehold- 
ers on  whether  it  should  weigh  a 
company's  social  responsibility  rec- 
ord before  investing.  The  victory 
earned  Schotland  a  bare  yawn  of 
recognition  from  the  business 
press  and  the  funds.  But  that  was 
before  SEC  Chairman  William  Ca- 
sey raised  the  ecology  issue  in  a 
New  York  speech  last  month. 

Actually,  Schotland.  37-year-old 
assistant  dean  of  Georgetown  Uni- 
versity's Law  School,  has  much 
bigger  fish  on  the  fire  than  how 
Fidelity's  investment  policies  re- 
late to  a  firm's  record  on  antipol- 
lution, fair  employment  or  trade 
with  South  Africa. 

What  Schotland.  a  former  N; ici- 
er Raider,  is  doing,  in  lawyer  par- 
lance,   is    building    a    case    against 

tiic  funds.  He  hopes  to  prove  that 
a  federal  tax  should  he  levied  on 
the  Fund  industry  to  force  man- 
agers to  select  and  then  m\est  for 
the  long  haul  rather  than  for 
quick  profit.  Ultimately  he  hopes 
to  take  the  case  to  Congress,  which 
starts  this  summer  to  overhaul  the 
basic  securities  industry  structure. 
In  fact,  Schotland's  proposal  to 
make  fund  investment  policies 
more  deliberate  will  probably  get 
more  attention  in  Congress  than 
it  did  in  the  press  or  from  Fidelity's 


shareholders.  Issue-hungry  law- 
makers could  well  seize  on  his  tax- 
the-funds  idea  as  a  way  of  visibly 
making  investing  safer  in  the  eyes 
of  the  electorate. 

"We  are  not  just  saying  be  nice 
and  hire  blacks  and  don't  smoke 
up  the  skies;  it's  part  of  a  larger 
concept,"  Schotland  told  Forres 
recently.  "I  am  talking  about  the 
relationship  hetween  mutual  in- 
vestors and  operating  corporations." 

Schotland  does  want  sharehold- 
ers to  get  involved  in  shaping  fund 
policies.  But  only  so  that  the  man- 
agers, in  turn,  will  pay  closer  at- 
tention to  the  companies  they  se- 
lect. For  starters,  he  picked  the 
social  issue.  Schotland's  ballot, 
however,  also  includes  a  second 
proposal— that  the  shareholders  in- 
vestigate Fidelity's  management  fee 
arrangement.  The  press  missed 
that,  just  as  it  missed  the  fact  that 
it  was  the  same  Schotland  who 
walked  off  the  job  last  year  as 
counsel  to  the  ill-fated  SEC  In- 
stitutional Investor  Study.  The 
fight  was  over  whether  the  re- 
port should  contain  stronger  pol- 
icy  recommendations    than    it   did. 

Schotland  lost,  hut  feels  his  ob- 
jections have  been  proved  correct 
by  time.  "Who  is  able  to  read 
that  thing?"  he  asks.  So  he  has 
turned  to  publicity  and  to  Con- 
gress to  achieve  his  ultimate  goal: 
to  slow  the  turnover  trading  prac- 
tices of  the  funds. 

"I  happen  to  think  the  second- 
ary, markets    [that   is,   markets   for 


Profits  with  a  Clean  Conscience? 


It's  really  not  new  for  a  mutual 
fund  to  toss  a  moral  hooker  into 
its  investment  approach.  Many, 
such  as  the  College  Retirement 
Equities  Fund  (assets  $1.5  billion), 
have  banned  liquor  and  cigarette 
stocks  from  their  portfolios  for 
years.  Still,  most  fundmen  have 
taken  the  approach  that  a  dollar's 
a  dollar— pollution,  discrimination, 
and  moral  issues  notwithstanding. 

That  is  changing  in  the  era  of 
Naderism.  SEC  Chairman  William 
Casey  has  raised  the  issue. 
Above  we  describe  a  Nader-in- 
spired court  case  against  the  funds. 
Meanwhile,  there  are  at  least  a 
half-dozen  new  funds  ready  to 
blossom  out  which  claim  they  will 
be  as  strongly  attuned  to  society's 


needs  as  they  will  be  to  investment 
return.  Most  have  "swinging" 
names  like  Ecology  Technology 
Fund,  Environmental  Improvement 
Fund  and  Social  Dimensions  Fund. 
One  that  perhaps  will  be 
watched  most  closely  as  a  style-set- 
ter is  the  Dreyfus  organization's 
Third  Century  Fund.  Its  prospectus 
claims  flatly  that  "private  invest- 
ment can  be  a  positive  force  to 
enhance  and  encourage  further  so- 
cial progress  in  America."  To  run 
the  fund,  Dreyfus'  boss,  Howard 
Stein,  has  hired  a  very  engaging 
young  man,  David  W.  Burke,  35. 
Burke  was  Senator  Edward  Kenne- 
dy's administrative  assistant  for  the 
past  six  years  and  is  supposedly 
well  tuned  in  on  social  and  political 


existing  stocks  as  opposed  to  new 
issues]  exist  to  provide  the  liquid- 
ity for  the  primary  markets," 
Schotland  told  Forres.  "If  that's 
true,  then  it's  perversion  of  that 
use  to  have  enormous  aggrega- 
tions of  funds  that  can  whip  in 
and  out,  regardless  of  the  impact. 

"What  has  happened  is  that  the 
in-and-out  funds  have  had  such 
impact  on  the  operating  compa- 
nies, on  their  point  of  view,  that 
the  companies  have  dropped  the 
longer  view  in  the  interests  of  im- 
mediate profits. 

"We  ought  to  limit  the  extent 
to  which  there  can  be  turnover. 
Right  now,  the  only  limit  is  capi- 
tal gains,"  he  said.  "I  don't  mean 
to  bar  jumping  in  and  out;  I  do 
mean  we  should  put  a  price  on  it. 
If  you  go  into  a  stock  you  ought 
to  go  in  for  fundamental  reasons; 
if  something  changes  your  mind, 
you  should  be  able  to  get  out  free 
if  your  turnover  rate  is  low.  If  it's 
high  you  should  have  to  pay  a  con- 
siderable price." 

Time  only  will  tell  if  Schotland 
is  a  winner  or  not.  He  certainly 
will  find  friends  on  Capitol  Hill 
where  key  Congressmen  are  angry 
at  the  limp  institutions  study  they 
were  handed  by  the  SEC.  And 
stock  market  reform  is  a  natural 
source  of  headlines  and  votes  in 
this  crucial  pre-election  year. 
Schotland's  arguments  will  be  lis- 
tened to  by  the  lawmakers  no  mat- 
ter what  Fidelity's  shareholders 
think  of  them. 

trends.  He  believes  the  fund  will 
perform  all  right  because  "the 
managements  who  look  after  pol- 
lution control,  consumer  protec- 
tion and  minority  hiring  are  going 
to  be  the  really  profitable  ones  in 
the  future." 

As  naive  as  that  may  sound  to 
oldtime  portfolio  managers,  it's  not 
to  be  taken  lightly.  For  one  thing, 
it  may  be  smart  merchandising. 
Dr.  J.T.  Houk,  president  of  the 
Washington-based  Vantage  10/90 
Fund,  points  out:  "Tomorrow's 
shareholders  are  going  to  be  to- 
day's rebellious  youth.  Tomorrow's 
shareholders  will  demand  some- 
thing more." 

Dreyfus'  Stein  and  Burke  think 
they  see  a  real  market  wedge  for 
these  funds  through  the  portfolios 
of  college,  church,  pension  fund 
and   charitable   organizations.   The 
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The  Funds 


initial  sales  pitch  for  Third  Cen- 
tury will  be  made  with  such  in- 
stitutions rather  than  through  the 
regular  broker-dealers  who  handle 
the  other  Dreyfus  funds. 

The  sales  approach  may  work. 
But  how  do  vou  apply  it  to  the 
stock  market?  There  is  a  lot  of  in- 
formed opinion  on  the  other  side 
that  savs  this  type  of  investing  is 
like  target  practice  in  a  darkened 
gallery.  No  one  knows  what  stocks 
to  shoot  at. 

"This  approach  is  complex,"  ad- 
mits Burt  Dorsett,  the  new  execu- 
tive vice  president  of  CREF,  whose 
educator  clientele  is  especially  sen- 
sitive to  social  concerns.  Stein  of 
Drevfus  plans  an  elaborate  setup 
of  expert  outside  directors  who  will 
have  full-time  inside  staff  mem- 
bers. They  and  the  regular  Drey- 
fus researchers  will  find  "accept- 
able" stocks  and  place  them  on  a 


list.  This  way,  the  managers  can 
say  a  stock  is  on  the  list,  but  isn't 
attractive  enough  to  buy.  Or  they 
can  sell,  but  keep  it  on  the  list. 

But  Prof.  Burton  G.  Malkiel,  di- 
rector of  Princeton  University's  Fi- 
nancial Research  Center,  says:  "I 
don't  think  it  can  work  at  all. 
How  can  you  make  precise  invest- 
ment decisions?  Do  you  buy  Xerox 
because  it  has  ghetto  projects,  or 
do  you  sell  because  it  does  busi- 
ness in  South  Africa?"  In  a  studv  of 
Princeton's  $398-million  portfolio, 
for  instance,  it  was  found  that  com- 
panies with  business  in  southern 
Africa  did  3%  better  than  the  rest 
of  the  portfolio  issues.  What's 
more,  it  would  have  cost  Princeton 
millions  of  dollars  in  brokerage 
commissions  to  dump  the  alleged- 
ly guilty  shares. 

Some  established  mutual  funds 
are   also   concerned    that   such   an 


approach  will  draw  suits  from 
shareholders  who  feel  the  new 
funds  are  avoiding  their  basic  fi- 
duciary duty  to  optimize  profits. 

What  may  actually  become  more 
popular  for  many  investment  funds 
is  to  retain  their  holdings,  but  pres- 
sure managements  via  letters,  face- 
to-face  discussions  and  proxy  votes. 
William  C.  Greenough,  chairman 
of  CREF  and  its  affiliate,  the 
Teachers  Insurance  &  Annuity  As- 
sociation, says  he  finds  the  letter 
to  management  an  especially  ef- 
fective and  precise  tool.  "The  ques- 
tion of  whether  the  institutional 
investor  has  any  responsibility  for 
social  change  can  no  longer  be 
sidestepped,"  Greenough  says. 

Can  there  be  such  a  thing  as 
socially  responsive  investing?  We 
suppose  the  answer  is:  Given  the 
trend  of  public  opinion,  there  will 
have  to  be. 


The  Humble  Way 


"Thinking  you  can  catch  the  bot- 
toms and  the  tops  in  the  stock 
market  is  nothing  but  arrogance," 
says  William  B.  Thompson,  vice 
president  of  Baltimore's  T.  Rowe 
Price  &  Associates,  Inc. 

The  essence  of  humilitv,  then, 
to  Thompson's  way  of  thinking, 
would  be  dollar-cost  averaging  in 
mutual  funds.  It  may  not  be  the 
most  exciting  way  to  play  the  stock 
market,  but  it  certainly  is  one  of 
the  surest. 

With  this  combination,  the  in- 
vestor has  double  insurance  against 
his  usual  fate  of  buying  high  and 
selling  low.  He  has  the  fund  to 
save  him  from  poor  selection  and 
dollar-cost  averaging  to  save  him 
from  bad  timing. 

Dollar-cost  averaging  is  an  old 
and  simple  theory:  buying  fixed 
dollar  amounts  of  anything  that 
fluctuates  in  price— like  securities— 
at  regular  intervals.  If  an  investor 
is  faithful  in  his  buying,  no  matter 
if  price  levels  rise  or  fall,  his  av- 
erage cost  per  share  will  be  lower 
than  the  average  price  per  share. 
Just  so  long  as  the  market  doesn't 
go  straight  down  and  stay  clown— 
which  it  never  has. 

Simplified,  it  works  like  this: 
Suppose  that  $100  is  regularly  in- 
vested every  month  as  in  the  ac- 
companying      table.        Over       six 


months,  the  market  fluctuates  wild- 
ly, with  prices  ranging  from  $8 
to  $20  per  share  during  the  peri- 
od. That  figures  out  to  48%  shares 
bought  for  $600.  Value  at  end  of 
year:  $732.50.  Thus  the  investor 
ends  with  a  nice  profit,  even 
though  the  stock  market  is  lower 
at  the  end  of  the  period  than  it 
was  at  the  beginning.  By  contrast, 
he  would  have  been  out-of-pocket 


Shares  Purchased 

Price  Per  Share 

with  $100 

Every  Month 

$20.00 

5 

15.00 

62/3 

10.00 

10 

8:00 

12  1/2 

12.50 

8 

15.00 

Total 

6  2/3 

Shares    48  5/6 

had  he  put  the  whole  $600  in  at 
the  beginning;  he  would  have  had 
just  30  shares  worth  $450. 

Of  course,  had  he  put  his  money 
in  at  the  bottom,  he  would  have 
gotten  75  shares,  worth  $1,125. 
But  that  would  assume  his  timing 
was  perfect. 

The  point  is  that  with  dollar- 
cost  averaging,  he  doesn't  have  to 
worry  about  timing.  And  not  even 
the  real  experts  claim  they  can 
master  the  art  of  timing. 

This  is  an  extreme  example,  but 
it  illustrates  the  key  to  dollar-cost 
averaging— equal    numbers   of   dol- 


lars buy  more  shares  at  low  prices 
than  at  high  prices.  It  stands  to 
reason,  therefore,  that  hard  times 
on  the  stock  market  are  not  nec- 
essarily hard  times  for  the  dollar- 
averaging  investor. 

"It's  possible  to  invest  in  a  de- 
clining investment  and  come  out 
with  a  profit,"  says  Thompson,  who 
uses  the  performance  of  the  New 
Era  Fund  in  1970  to  prove  his 
point.  New  Era  started  out  the 
vear  at  $9.73,  went  down  as  low 
as  $7.58  and  ended  up  at  $9.49. 
If  an  investor  had  put  $5,000  into 
New  Era  at  the  beginning  of  the 
year,  he  would  have  ended  the 
year  with  $4,960,  or  a  loss  of  0.8£. 
If  the  investor  had  dollar-cost  av- 
eraged with  that  $5,000,  buying 
$1,250  at  the  beginning  of  the 
vear  and  another  $1,250  every 
quarter  thereafter,  his  $5,000  at 
the  end  of  the  year  would  have 
been  worth  $5,246. 

"The  poor  guv  who  bought  once 
had  no  further  opportunity  for 
picking  up  leverage  with  the  lower 
prices,"  says  Thompson,  who  sug- 
gests a  third  possibility— a  varia- 
tion on  dollar-cost  averaging  which, 
he  admits,  has  a  strong  element  of 
luck  attached  to  it:  Rather  than 
ignore  the  stock  market,  accelerate 
buying  when  the  market  goes  down 
(and,  conversely,  decelerate  buy- 
ing when  the  market  goes  up) . 

An  investor  with  the  same 
$5,000    to   put   into    New    Era   in 
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1970  initially  put  in  81,000  with 
the  intent  of  making  purchases  at 
least  quarterly.  Every  time  the 
value  of  the  fund  went  down  o'<- 
he  put  in  another  S  1.000  until  his 
monev  ran  out.  At  the  end  of  the 
year,  this  S5.000  was  worth  $5,502, 
a  gain  of  10!?  even  though  the 
fund  he  was  investing  in  began 
the  year  at  a  higher  price  than  it 
ended  up  with. 

Of  course,  1970  was  an  unusual 
year  because  the  market  dipped  in 
midyear  and  came  back  up  at  the 
end.  Also,  dollar-cost  averaging  is 
meant  to  be  a  long-term— ten  years 
or  more— approach  to  investing,  so 
that  little  can  be  told  from  the  re- 
sults of  one  isolated  year.  But 
Thompson's  example  underlines  the 
value  of  not  trying  to  guess. 

In  the  same  vein,  "not  trying 
to  guess"  means  "will  power."  It 
isn't  easy  to  keep  putting  monej 
into  the  market  when  all  the  boys 
in  the  locker  room  are  preaching 
doom.  In  dollar-cost  averaging,  the 
investor's  performance  is  as  im- 
portant as  the  fund's. 

Forum 

Attracted  by  the  ad  in  The 
York  Times  announcing  the  Mer- 
rill Lynch  Mutual  Fund  Forum,  a 
Forbes  reporter  journeyed  to  a 
Merrill  Lynch  boardroom.  We 
were  especially  interested,  since  it 
was  Merrill  Lynch  who  held  out 
until  1969  before  deciding  to 
thunder  after  mutual  fund  busi- 
ness. Now,  thev  have  begun  mer- 
chandising funds  the  way  they 
merchandise  stocks. 

We  arrived  punctually  at  5:30 
and  wandered  through  the  maze 
of  desks  to  the  back  of  the  room 
where  about  25  people  were  leaf- 
ing through  prospectuses  from 
two  of  the  chosen  funds  which 
had  made  it  to  Merrill  Lynch's 
"select  group."  Vance,  Sanders 
Special  Fund  was  offered  up  as  an 
example  of  a  small,  new,  aggres- 
sive fund,  while  the  large,  old 
growth  and  income  category  was 
filled  by  Affiliated  Fund. 

We  took  a  seat  on  the  back  row 
as  Philip  Metcalf,  Merrill  Lynch 
account  executive,  walked  in  and 
began  explaining  the  virtues  of 
hiring  a  professional  (a  mutual 
fund)  to  take  care  of  investments 
"the  wav  one  would  hire  a  doctor." 


"How  does  Merrill  Lynch  eval- 
uate the  funds?"  we  asked. 

"Quality  and  depth  of  manage- 
ment," Metcalf  answered,  "that's 
the  most  important  thing.  If  John- 
ny Hot-Shot  leaves  the  fund,  we 
don't  want  your  money  left  to  the 
second  string." 

"Long  term,  short  term,"  mut- 
tered one  venerable  old  gentleman 


wearing  straw-topped  shoes  and  a 
captain's  hat,  as  he  filed  out  after 
the  meeting,  "you  people  use  these 
terms  too  damned  indiscriminately 
to  suit  me." 

The  Dow  ticker  burped  one  fi- 
nal blurt  and  was  silent.  We  had 
witnessed  one  more  demonstration 
of  how  the  general  public  seems 
bored  with  the  market.   ■ 


The  last  frontier. 
A  man  needed 
guts,  brains  and 
a  level  head. 


The  Chicago  Mercantile  Exchange. 
Ditto. 


There  was  a  time  and  place  in  America 
where  a  lone  man  could  accomplish 
wonders. 

Starting  with  little  more  than 
ingenuity,  guts  and  the  courage  of 
his  convictions,  the  frontiersman 
achieved  incredible  success  in 
agriculture,  lumbering,  mining,  cattle, 
oil  and  railroading. 

The  Chicago  Mercantile  Exchange 
is  dedicated  to  preserving  the  spirit 
of  the  frontier.  This  great  financial 
institution,  composed  of  five  hundred 
members  with  offices  throughout  the 
world,  is  a  thriving  guardian  of  the 
frontier  spirit.  Commodity  futures 
trading  is  perhaps  the  freest 
enterprise  left  in  America.  Here  a 
man  succeeds  or  fails  based  upon 


nothing  other  than  his  own  abilities. 
Here  over  a  hundred  million  dollars 
worth  of  commodities  change  hands 
every  day.  And  here,  giving  witness 
to  the  vitality  of  the  free  enterprise 
system,  come  thousands  of  new 
traders  each  year. 

Perhaps  you'd  like  to  know 
more  about  the  Chicago  Mercantile 
Exchange  and  commodity  futures 
trading.  The  commodity  man  at 
your  broker's  will  be  glad  to  help. 
Or  write  to  the  address  below. 


B  CHICAGO  MERCANTILE  EXCHANGE 

\m  110  North  Franklin  Street.  Chicago,  Illinois  60606 
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Forbes 
flies  to  Europe 

A  few  issues  back,  Forbes  made  a  change  that  benefits  European 
readers  in  a  dramatic  way.  It  began  shipping  their  magazines  by  air.  Now 
delivery  time  of  Forbes  throughout  Europe  is  about  the  same  as  in  the 
United  States. 

If  your  company  is  active  in  Europe,  shouldn't  your  top  men  there  be 
receiving  Forbes? 

Twice  a  month  they  can  open  Forbes  and  be  in  on  what's  going  on 
back  home  .  .  .  brief  themselves  with  an  up-to-date  who's  who  and  what's 
what  in  the  business  world  .  .  .  catch  the  mood  and  tempo  of  management 
in  America. 

We  suggest  you  review  your  European  executives  roster  and  let  us  have 
an  order  covering  those  who  should  be  receiving  Forbes.  For  single  sub- 
scriptions, the  form  below  will  suffice. 


"**~»~ 
W 


^SSSs^g^ 


'Includes  air  shipment  charge  of  $6  a  year 

European  subscribers  may  also  order  through: 
Forbes  International 

Bracken  House,  Cannon  Street,  London  E.C.  4,  England 
Payment  may  be  made  in  sterling— £6.50  a  year 
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The  Forbes  Index 


Composed  o(  the  loliowing. 
Production 

•  How  much  are  we  producing?  {Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept  ol  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories  i 

•  How  intensively  are  we  building1  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services9  (Dept.  ol  Commerce 


preliminary  y 

APR 127.8 

^~       MAY   126.1 

/        _    JUNE    125.8 

{_ JULY 127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.5 

APR 132.1 

MAY  (prel.)  ..133.7 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  ofl  ?  (U.  S 
Dept.  ol  Labor  initial  unemployment  claims; 


MARKET  COMMENT 

By  L  0.  Hooper 


How  About  A  Summer  Advance? 


HisTomc  \i.lv.  tlit-  odds  strongly  favor 
rising  stock  prices  during  the  early 
summer.  In  almost  everv  year  there  is 
a  worthwhile  advance  in  the  aver- 
ages between  the  lows  of  June  and 
the  highs  of  Julv  or  August.  This  sea- 
sonal behavior  often  has  occurred 
even  in  "bad"  years. 

The  chances  of  a  midsummer  ad- 
vance in  1971  have  been  enhanced,  I 
think,  by  the  recent  irregularity.  We 
have  experienced  a  needed  correc- 
tion, and  the  market  has  either  rested 
or  declined  for  weeks.  At  the  same 
time,  stocks  have  acted  well,  especial- 
ly considering  the  balance-ol -pay- 
ments news,  and  what  it  implies  about 
monev  market  trends. 

Most  Americans  are  not  interna- 
tionally minded,  so  the  balance-of- 
payments  crisis  did  not  have  as  high 
a  psychological  impact  in  the  U.S. 
as  in  Germain,  in  France  or  in  Eng- 
land. The  dollar  crisis,  however,  is  a 
major  factor  in  the  money  market, 
and  an  important  influence  on  the 
trend  in  interest  rates.  America's  easy 
money  policy  this  year,  especially  the 
almost  spectacular  ease  in  short-term 
rates,  caused  "hot"  money  and  Euro- 
Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


dollars  to  How  away  from  our  shores 
to  financial  centers  willing  to  pay 
higher  short-term  interest  rates. 
While  this  did  not  cause  the  dollar 
problem,  it  aggravated  it.  To  make 
short-term  money  rales  higher  in 
New  York,  and  thus  stop  discourag- 
ing international  funds  from  coining 
here,  is  at  least  a  gesture  of  coopera- 
tion with  people  in  other  countries 
who  are  worried  about  the  dollar. 

Because  so  much  of  the  rise  in 
stocks  in  the  first  four  months  of  1971 
was  caused  by  easy  and  abundant 
money,  and  by  nothing  else,  anything 
which  tends  to  make  money  cost  more 
and  be  less  available  is  antibullish, 
if  not  bearish.  Probably  there  will  be 
no  major  change  in  the  trend  in  credit 
policy,  but  the  Fed  and  the  Adminis- 
tration almost  certainly  will  expand 
the  money  supply  less  rapidly  over 
the  near  term. 

Most  of  us  think  that  the  spread 
between  interest  rates  on  short-term 
money  and  interest  rates  on  long-term 
money  has  been  far  too  wide.  At  one 
time  the  spread  between  91-day  bills 
and  yields  on  AAA  first  mortgage  util- 
ity bonds  was  as  high  as  5  points. 
Furthermore,  the  idea  that  short-term 
rates  should  be  so  much  lower  than 


long-term  rates  is  not  historically  val- 
id. I  am  of  the  opinion  that  over  a 
period  of  months  short-term  rates  will 
rise  and  that  long-term  rates  will  de- 
cline. Stated  another  way,  I  am  bull- 
ish on  bonds  for  the  intermediate 
term.  I  would  guess  that  AAA  qual- 
ity electric  utility  bonds  may  yield  as 
little  as  7%  to  7.5%  some  time  be- 
tween now  and  the  end  of  1972.  In- 
cidentally, I  always  discourage  the 
purchase  of  odd  lots  of  bonds.  If  you 
can't  buy  bonds  in  units  of  $10,000 
or  more,  I  suggest  you  invest  in  some- 
thing else,  or  put  your  money  in  a 
thrift  organization,  like  a  mutual  sav- 
ings bank  or  a  savings  &  loan. 

Unquestionably,  business  is  better. 
The  public  is  more  willing  to  spend 
money;  economies  have  improved 
profit  margins;  and  easier  mortgage 
money  has  helped  building.  The  un- 
employment rate  remains  high,  part- 
ly because  of  the  increase  in  the  work 
force  and  partly  because  business 
belt-tightening  has  eliminated  many 
marginal  people  from  the  work  force. 
It  is  difficult  this  year  for  students  to 
get  seasonal  employment. 

Improved  Earnings 

I  expect  third-quarter  earnings,  ex- 
cept where  influenced  by  strikes,  to 
be  better  than  in  the  third  quarter 
a  year  ago;  and  I  look  for  the  fourth 
quarter  to  be  better  than  the  fourth 
quarter  of  1970.  In  some  cases,  how- 
ever, it  is  difficult  to  estimate  1971 
per-share  earnings  at  this  point.  This 
is  especially  true  of  the  copper  min- 
ing companies,  where  wage  rates  are 
uncertain  and  where  the  price  of  the 
metal    may   materially   change.    Cop- 
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per  earnings  in  the  first  quarter  were 
badly  hurt  by  lower  metal  prices. 

If  metal  prices  remain  low,  and 
copper  companies  continue  to  have 
poor  earnings,  I  would  think  it  a  time 
to  buy  copper  shares  for  the  pull.  Ex- 
cept in  the  case  of  traders  looking  for 
a  quick  turn,  one  should  never  buy 
copper  shares  when  the  metal  is  high 
and  earnings  are  good.  That  usually 
is  the  right  time  to  sell  them.  Buy 
them  when  earnings  are  going  down, 
and  when  everyone  is  discouraged 
about  the  price  of  copper.  The  invest- 
ment type  coppers  are  Phelps  Dodge 
(41)  and  Newmont  (35V2),  which  is 
now  pretty  close  to  80%  a  copper  com- 
pany due  to  the  growing  importance 
of  the  Magma  subsidiary  as  a  red 
metal  producer.  American  Smelting 
(26)  has  a  lower  copper  emphasis 
than  companies  like  Anaconda  (21), 
Kennecott  (34)  and  Inspiration  (41). 
There's  less  risk  in  Phelps  Dodge  than 
in  either  Anaconda  or  Kennecott,  but 
the  two  latter  stocks  easily  could 
have  the  larger  appreciation  over  a 
year  or  two.  Anaconda  appears  to  be 
an  excellent  value,  but  I  doubt  if  the 
stock  will  do  much  soon. 

Another  stock  which  appeals  to  me 
as  an  excellent  value  is  Occidental 
Petroleum  (18%),  but  here  again  I 
think  it  is  likely  to  stav  cheap  rather 
than    be    an    exciting    issue    to    own. 

A  True  Blue  Chip 

General  Motors  (83)  is  a  blue  chip 
concerning  which  I  can  really  en- 
thuse, either  as  a  speculation  for  in- 
termediate-term profits,  or  as  an  in- 
vestment to  be  held  as  a  backlog 
stock  in  a  personal  portfolio.  Because 
of  the  long  strike  late  in  the  year, 
earnings  last  year  were  only  $2.09  a 
share,  lower  than  in  any  year  since 
1953.  In  the  first  quarter'  of  1971, 
net  rose  to  $2.12  a  share,  and  esti- 
mates now  run  between  $6  and  $7 
a  share  for  the  whole  year.  No  doubt 
net  for  the  June  30  quarter  was  ex- 
cellent, probably  around  $2  a  share. 
General  Motors  is  one  of  the  best  man- 
aged and  one  of  the  soundest  compa- 
nies in  the  world,  in  addition  to  be- 
ing the  world's  largest  corporation.  It 
represents  roughly  half  of  the  Ameri- 
can automotive  industry,  and  the  best 
half  at  that.  It  seems  to  me  that  the 
stock  should  sell  at  least  at  15  times 
earnings  some  time  in  the  next  six  or 
eight  months. 

Headers  continue  to  ask  what  will 
happen  to  Pcnn  Central  (5%).  It  is 
easier  to  tell  what  is  not  going  to  hap- 
pen! In  the  first  place,  this  company's 
bankrupt  subsidiary,  Penn  Central 
Transportation,  is  not  going  to  be  re- 
organized for  a  long  time,  perhaps 
for  five  or  ten  years.  Second,  it  is  too 
early  to  tell  what   treatment  the  var- 


ious bond  issues  will  receive  and 
dangerous  to  assume  that  all  mort- 
gage liens  will  be  sacred  when  the 
assets  all  go  into  a  common  pot. 
Third,  some  people  think  Penn  Cen- 
tral will  have  to  incur  prior  debt  (re- 
ceivership certificates)  amounting  to 
over  $1  billion  to  catch  up  with  de- 
ferred maintenance;  such  debt,  of 
course,  would  be  senior  to  any  and  all 
.  earlier  liens. 

Fourth,  it  is  exceedingly  doubtful 
whether  the  New  York  and  other  real 
estate  can  be  legally  sold  to  meet 
the  obligations  of  the  railroad,  and 
in  any  event  this  real  estate,  or  most 
of  it,  can't  be  sold  quickly.  Fifth,  to 
compound  everything  else,  there  is  al- 
ways the  possibility  of  government 
ownership  of  railroads,  especially  if 
deterioration  continues.  Hopes  and 
fears,  rumors  and  theories,  rather  than 
fundamentals,  will  continue  to  govern 
the  price  of  Penn  Central  stock  for  a 
considerable  period.  My  advice  is  not 
to  take  seriously  any  thinking  point- 
ing toward  early  resolution  of  this 
company's  problems. 

Bendix  (39)  is  attracting  the  fa- 
vorable attention  of  analysts.  Earn- 
ings for  the  year  ended  Sept.  30, 
1970  were  "disastrous"  at  $1.76  a 
share,  exclusive  of  a  special  charge 
of  30  cents  a  share.  The  company  had 
earned  over  $3  a  share  in  each  one 
of  the  previous  four  years.  It  now 
looks  like  a  net  of  about  $2.50  for 
the  year  to  end  next  September  in 
spite  of  the  fact  that  net  for  the  six 
months  ended  with  March  was  only 
about  $1.09  a  share.  This  is  a  wide- 
ly diversified  company.  In  my  opinion 
the  stock  is  a  better  than  average  val- 
ue. Back  in  1967  and  1968  Bendix 
sold  up  in  the  50s. 

Federal  National  Mortgage  (62)  is 
expected  to  have  considerably  better 
earnings  for  the  second  quarter  than 
for  the  first  three  months.  The  third 
quarter  mav  be  even  better.  Fannie 
Mae  at  long  last  is  making  rising  prof- 
its from  the  spread  between  the  cost 
of  money  and  interest  on  the  mort- 
gages in  its  portfolio.  This  is  a  fast- 
moving  stock,  and  it  seems  to  be  at- 
tracting much  more  mutual  fund  trad- 
ing interest.  Regard  it  as  a  trading 
vehicle  rather  than  a  blue  chip. 

Once  more,  I  would  like  to  mention 
the  paper  shares,  especially  issues  like 
International  Paper  (36)  and  U.S. 
Ph/icood-Champion  (32).  Earnings 
still  are  poor  because  of  paper  prices 
but  should  shortly  begin  to  improve. 
Many  people  have  shunned  the  pa- 
pers because  of  the  antipollution  fac- 
tor. Actually,  the  worst  polluters  usu- 
ally are  the  least  efficient  paper 
plants,  and  some  of  them  will  prob- 
ably be  abandoned,  decreasing  the  in- 
dustry's overcapacity.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Inflation 

By  the  beginning  of  July  the  tradi- 
tional summer  rallv  ought  to  be  well 
under  way.  If  it  isn't,  possiblv  serious 
trouble  might  be  brewing.  If  it  is, 
the  DJI  should  at  least  reach  a  new 
recovery  high.  Otherwise  the  market 
technicians  are  sure  to  raise  their  eye- 
brows and  talk  about  a  "triple  top." 
Since  I  am  not  a  believer  in  the 
alchemy  of  technical  analysis,  the  full 
significance  of  the  triple  top  escapes 
me,  but  my  friends  assure  me  that  it 
wouldn't  be  exactlv  bullish. 

Mv  own  optimism  falls  short  of 
being  exuberant  for  a  varietv  of  rea- 
sons. But  keeping  in  mind  that  next 
year's  elections  are  getting  closer,  I'd 
be  inclined  to  bet  that  by  vear-end 
1971  the  DJI  is  more  likelv  to  be 
100  points  higher  radier  than  lower 
than  the  present  level  of  around  915. 
I'd  even  give  odds  on  that;  modest 
odds  to  be  sure. 

The  subject  of  this  column  is  in- 
flation. This  is  certainly  not  die  place 
for  a  lengthy  theoretical  discussion 
of  how  and  why.  Tins  column  is 
solely  concerned  with  the  indisput- 
able fact  that  we  have  an  unhealdiv 
rate  of  inflation,  diat  it  probably  will 
not  diminish  appreciably  in  the  fore- 
seeable future  and  that  we,  as  in- 
vestors, have  to  learn  to  five  with  it. 

No  Simple  Solution 

Many  newspapers  around  the  coun- 
try carry  an  investors'  column,  where 
readers  ask  for  advice  and  usually 
get  vague  and  noncommittal  replies. 
The  most  frequently  recurring  ques- 
tions come  from  people  who  seek 
security  for  dieir  old  age.  Thev  do 
not  want  to  get  rich  quick.  They 
just  want  a  safe  income  with  adequate 
protection  against  the  inroads  of  in- 
flation. They  may  remember  dieir 
parents  who,  30  years  ago,  bought 
an  annuity  or  something  like  it  which 
was  supposed  to  assure  them  of  a 
decent  income  dining  the  golden 
years  of  retirement.  What  was  con- 
sidered a  comfortable  income  in  the 
1940s  does  not  come  close  to  covering 
even  the  barest  necessities  of  the 
1970s.  It's  a  frightening  prospect  for 
manv  people. 

Unless  you  are  really  wealthy,  not 
just  rich  or  affluent,  there  is  no  guar- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock   Exchange  firm  of  Havenfield   Corp. 


anteed  protection  against  inflation, 
particularly  for  those  who  have  an 
actuarial  life  expectancy  of  another 
20  years  or  so.  Going  back  to  the 
end  of  World  War  II,  the  bond  in- 
vestor's experience  has  been  dismal. 
A  triple  "A"  Telephone  bond,  the 
2%%  due  1986,  offered  at  1007/s, 
now  sells  below  60.  The  investor 
suffered  a  40%  loss  in  market  value 
plus  the  full  effect  of  inflation,  and 
all  he  received  in  return  was  a  measly, 
taxable  interest  income.  He  could 
hardlv  have  done  worse. 

People  w7ho  bought  their  own  homes 
at  that  time  probably  have  succeeded 
in  preserving  their  capital,  and  they 
mav  actually  have  a  good  gain  if  they 
paid  off  a  hefty  mortgage  with  grad- 
ually depreciating  dollars.  But  others 
who  bought  a  rent-controlled  apart- 
ment house  in  New  York  City  for 
income  have  done  poorly. 

Here,  of  course,  we  are  talking 
stocks.  Thev  seem  to  have  served  their 
purpose  well,  but  it  all  depends  on 
the  starting  date.  The  Dow  Jones  in- 
dustrials fluctuated  between  150  and 
210  during  die  second  half  of  the 
1940s.  Now  diey  are  above  900.  How- 
ever, if  we  take  the  mid-Sixties  as  the 
starting  point,  the  result  is  far  less 
impressive.  In  1965,  the  year  before 
inflation  began  to  assume  more  seri- 
ous proportions,  the  DJI  averaged 
905,  just  about  where  it  is  now. 
Everyone,  of  course,  can  cite  scores 
of  examples  of  stocks  that  have 
beaten  inflation  bv  miles  during  the 
past  half-dozen  years,  but  the  most 
widely  held  stocks— Telephone,  GM 
or  Jersey,  not  to  mention  du  Pont  or 
U.S.  Steel— are  still  selling  well  below 
their  1965  levels.  The  DJ  utility  stock 
index  averaged  around  156  in  1965. 
Today  it  stands  at  113. 

These  stark  facts  point  up  the  di- 
lemma that  confronts  not  only  die  in- 
dividual who  is  desperately  trying  to 
find  security  and  protection,  but  also 
those  professional  investors  charged 
with  the  preservation— not  just  in  dol- 
lars, but  in  buying  power— of  hundreds 
of  billions  of  trust  and  pension  fund 
moneys.  Now  for  the  first  time  in 
decades,  the  investor  has  an  alterna- 
tive: bonds.  Personally,  I  have  never 
liked  bonds,  and  rarely  have  I  re- 
commended them.  But  when  a  good 
bond  pays  8%  or  more,  while  a  typi- 
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al  growth  stock  of  the  super  blue 
hip  variety  pays  just  a  little  more 
|han  nothing,  vou  have  a  different 
>all  game.  Unless  dividend  income 
ilus  appreciation  exceed  8%  annually, 
i  bond  will  be  better  investment 
han  a  stock.  Right  now.  even  such 
growth  stock  favorites  as  IBM,  Xerox 
>r  Hone\-well  are  selling  below  the 
evels  of  three  or  four  vears  ago. 

To  Hold  and  To  Keep? 

I  still  do  not  like  bonds,  and  I  will 
ldvise  their  purchase  only  occasionally 
.vhen  circumstances  make  it  advisable. 
vVhat,  then,  is  the  answer?  Common 
tocks.  of  course!  But  not  to  buy 
ind  sit  on  them  indefinitelv,  as  was 
irudent  and  profitable  from,  say,  1945 
to  1965.  If  we  want  to  beat  inflation, 
we  must  buy  stocks  with  the  intention 
o  sell  them,  and  to  use  capital  gains 
is  a  vield  sweetener. 

Perhaps  this  is  more  easily  said 
than  done,  because  hardly  anyone  has 
the  ability  or  instinct  to  buv  at  the 
bottom  and  to  sell  at  the  top.  Never- 
■eless,  it  should  not  be  too  difficult 
to  top  the  82  bond  yield,  provided 
one  takes  a  different  approach  toward 
the  stock  market  than  heretofore. 

If  we  try  to  make  a  killing  in  the 
market,  looking  for  stocks  that  may 
double  in  price  within  months  or  a 
■Bar,  we  have  to  take  risks  of  cor- 
responding magnitude.  That's  what 
we  call  speculating.  Then'  is  nothing 
prong  with  it,  but  the  investor  has 
a  different  objective  and  should  use 
a  different  technique,  The  investor 
should  minimize  the  risk  and  aim  for 
more  modest  gains  of  some  20V  to 
30?.  When  this  has  been  accom- 
plished, and  when  the  particular 
stock  no  longer  seems  attractive  as 
a  purchase,  the  profit  should  be  taken, 
Ken  if  it  is  short  term.  After  all,  the 
intent  is  to  increase  income.  Naturally, 
if  tax  considerations  are  important, 
one  should  strive  for  a  long-term  capi- 
tal gain,  but  I  have  learned  not  to 
subordinate  investment  decisions  to 
tax  considerations.  A  short-term  profit 
is  better  than  a  long-term  loss. 

The  past  practice  of  owning  a  good 
stock  portfolio  and  riding  it  up  and 
down  did  not  provide  adequate  pro- 
tection against  inflation,  as  the  record 
shows.  The  suggested  policy  of  great- 
er flexibility  is  certainly  not  new.  Even 
the  most  conservative  stock  investors— 
the  life  insurance  companies,  for  ex- 
ample—have had  a  far  higher  rate  of 
portfolio  turnover  in  recent  years  than 
had  been  customary  prior  to  the  mid- 
Sixties.  The  aim,  of  course,  was  to 
improve  results,  a  most  laudable  ob- 
jective. The  fact  that  the  performance 
game  deteriorated  into  reckless  gam- 
bling does  not  diminish  the  validity 
of  the  basic  concept.  ■ 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 
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NO  SALES  CHARGE 
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Retirement  Plan 
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Available 
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10  Cents  a  Share 
Payable  June  18,  1971 
Record  Date  June  9,  1971 

65  BROADWAY.  NEW  YORK.  N.  Y.  10006 
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5  Cents  a  Share 

Payable  June  18,  1971 
Record  Date  June  9,  1971 

65  BROADWAY.  NEW  YORK,  N.  Y.  10006 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


At  Midyear:  The  Old  And  The  New 


Here  we  are  at  midyear  and,  look- 
ing back,  I  find  myself  a  little  sur- 
prised to  see  that  the  basic  elements 
of  the  investment  background  still  are 
pretty  much  what  they  were  expect- 
ed to  be  as  long  as  six,  nine  or  even 
12  months  ago.  At  the  midpoint  of 
1970,  it  was  amply  clear  that  mone- 
tary and  fiscal  policies  were  being 
geared  to  turn  a  business  recession 
into  a  recovery,  and  the  turning  point 
has  at  last  been  "officially"  identified 
as  November,  just  about  the  time 
the  General  Motors  strike  ended.  But 
even  well  before  November,  many  ob- 
servers were  agreed  that  post-strike 
catch-up  production  at  GM  and  its 
far-flung  suppliers,  combined  with 
cheaper  and  more  widely  available 
credit,  would  almost  certainly  provide 
the  needed  kick-oft  momentum  for  a 
new  economic  up-cycle,  with  a  big 
increase  in  the  gross  national  product 
from  the  fourth  quarter  of  1970  to 
the  first  quarter  of  1971. 

It  was  also  prettv  obvious  even  then 
that  much  of  the  GM  impetus  would 
have  spent  itself  by  spring,  but  that 
some  of  it  would  be  replaced  by  large 
inventory  buying  in  anticipation  of  a 
steel  strike  this  summer,  with  the  re- 
sult that  second-quarter  GNP  would 
show  another  increase,  albeit  a  small- 
er one  than  the  first  quarter's.  With 
either  a  steel  strike  or  a  runoff  of  steel 
inventories  during  summer,  the  third- 
quarter  GNP  gain  was  unlikely  to  be 
any  great  shakes,  but  the  fourth  quar- 
ter should  show  a  more  vigorous  up- 
swing again,  continuing  into  1972. 

Given  this  script,  which  so  far  has 
been  played  out  prettv  faithfully,  it 
was  possible  to  expect  a  strong  stock 
market  into  this  vear's  first  quarter, 
followed  by  a  period  of  reaction  and 
wait-and-see  consolidation  that  might 
last  until  the  economy's  likely  trend 
during  the  second  half,  and  especial- 
ly in  the  fourth  quarter,  could  be 
more  accurately  anticipated.  Given 
also  the  Administration's  presumed 
wish  to  conduct  the  1972  Presiden- 
tial campaign  in  a  strong  business  set- 
ting, the  reaction-and-consolidation 
phase  was  likely  to  be  relatively  mild. 
But  such  phases  tend  to  increase  un- 
certainty, so  this  one  might  be  deep- 
er than  one  might  expect. 

Mr.   Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


As  the  technical  analyst  could  see 
it,  the  scenario  was  even  simpler: 
From  a  radically  oversold  panic  col- 
lapse, and  fueled  by  easier  and  cheap-i 
er  money,  a  bull  market  emerged  at 
the  end  of  May  1970.  Long-term  ex- 
perience suggested  that  this  bull  mar- 
ket should  last  well  into  1971  and 
probably  into  1972,  but  that  once  its 
big  buying  stampede  phase  was  over,! 
it  would  begin  to  lose  momentum.! 
That  is,  the  bull  market  would  shift 
to  a  slower  rate  of  gain  by  means  of 
reaction-and-consolidation  phases,  the 
first  of  which  ought  to  appear  late  in 
the  first  quarter  or  in  the  second. 

High  P/E  Ratios 

With  all  this  seemingly  so  obvious, 
it  was  perhaps  understandable  that 
the  bull  market's  first  major-uptrend 
phase  should  have  lasted  no  less  than 
11  months  and  have  carried  as  far  as 
it  did  (from  Dow  628  to  958).  The' 
duration  and  extent  of  this  advance' 
were  not  altogether  unprecedented, 
and  on  the  record  there  might  still  be' 
little  need  to  allow  for  more  than  the 
60-Dow  point  reaction  seen  in  May. 
But  there  is  something  new  in  the 
picture  for  which  there  is  no  prece- 
dent: Interest  rates,  both  short-term 
and  long-term,  started  rising  sooner 
and  faster  in  the  current  business  re- 
covery than  in  past  cycles,  and  long- 
term  interest  rates  remained  at  his- 
torically high  levels. 

This  factor  has,  in  my  opinion,  made 
stock  prices  more  vulnerable  at  the  rel- 
atively high  average  price/ earnings 
ratios  prevailing  in  the  Dow  900-950 
range  than  might  "normally"  be  the 
case.  What's  more,  it  casts  fresh 
doubts  on  the  economy's  ability  to  re- 
cover as  briskly  between  mid- 1971 
and  mid- 1972  as  had  been  hoped.  So, 
the  typical  "consolidation  phase"  un- 
certainties that  should  be  felt  about 
now  may  yet  have  to  be  resolved  by 
a  deeper  reaction  (toward  Dow  875- 
850)  before  the  bull  market  can  re- 
sume. Besides,  the  Federal  Reserve 
may  have  to  tighten  money-market 
conditions  (temporarily)  in  order  to 
reduce  the  recent  runaway  growth 
rate  of  the  monev  supply  to  a  more 
moderate  pace.  That  could  tend  to 
keep  at  least  short-term  interest  rates 
high  and  thus  would  probably  favor 
lower  common  stock  prices.    ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 

Our  Northern  Neighbor 


["hough  this  column  is  headed  "Over- 
eas  Commentary."  I  have  never  tak- 
m  the  word  "overseas"  too  literally, 
aid  have  frequently  discussed  Mexico. 
have,  however,  never  branched  out 
nto  tlit*  territory  of  our  northern 
teighbor,  Canada. 
For  American  investors,  Canada  is 
unique  situation.  Apart  from  the 
ftographic  proximitv— or  perhaps  be- 
ause  of  the  geographic  proximitv— so 
nam  matters  of  procedure  with  Ca- 
ladian  stock  markets  are  the  same  as 
>r  closely  akin  to  those  used  by  in- 
vestors here  at  home.  There  is  no 
kguage  barrier,  and  available  re- 
ports are  easily  understood.  In  recent 
vears  various  Canadian  regulatory  bod- 
ies  have  come  to   require   nearly   as 

broad  an  area  of  data  as  we  are  used 
to  in  the  States.  The  mechanical  pro- 
cedures of  transferring,  deliv 
etc.  of  Canadian  securities  are  very 
much  the  same  as  in  the  IS  While 
For  these  reasons  Canadian  securities 
are.  as  it  were,  a  near  relation  to  U.S. 
stocks,  Canada  is  still  a  sovereign  na- 
tion with  vast  potentials.  ()m  should 
occasionally  examine  its  prospects. 

of  the  principal  problems  of 
Canada  is  that  although  it  has  a  vast 
area  and  tremendous  natural  resources 
it  lias  a  relatively  small  population. 
Furthermore,  its  production  is  main- 
ly in  the  primary-products  area,  both 
in  agriculture  and  in  metals,  and  it 
is  relatively  weak  in  the  area  of  sec- 
ondary industry.  Consequendy,  the 
state  of  world  prosperity,  the  state  ol 
the  London  Metal  Exchange,  even 
the*  harvest  can  greatly  influence  Ca- 
nadian prosperity. 

Mineral  resources,  of  course,  are 
the  great  boon  in  Canada.  In  recent 
years  very  valuable  oil  and  gas  prop- 
erties have  been  discovered  in  Alberta 
and  other  northern  parts  of  the  coun- 
try, and  everything  would  seem  to 
point  to  good  prospects  for  large  fu- 
ture discoveries.  Mineral  exploration 
is  being  undertaken  on  a  large  scale, 
especially  in  the  west.  Many  of  the 
smaller  and  medium-sized  mineral  ex- 
ploration companies  are  being  financed 
by  Japanese  interests.  There  are  many 
similarities  between  Canada  and  Aus- 
tralia, not  the  least  of  which  is  that 
Japan  is  fast  becoming  Canada's  most 
important  customer. 

The  geographic  proximity  of  Can- 


ada to  the  U.S.  is  perhaps  a  two- 
edged  sword:  There  are  disadvan- 
tages as  well  as  benefits.  The  wage 
squeeze  type  of  inflation  that  has 
been  hounding  us  is  as  rampant  there, 
with  unemployment  growing  and 
wages  rising.  Politically,  the  climate 
for  American  investors  remains  rea- 
sonably good.  There  is  a  tendency  for 
Canada  to  adopt  a  kind  of  economic 
chauvinism,  but  this  is  mostly  at  the 
expense  of  large,  direct  investors,  rath- 
er than  of  portfolio  investments.  The 
two-party  system  that  has  run  the 
country  for  so  many  years  is,  to  some 
extent,  threatened  by  the  growth  of 
the  New  Democratic  Party,  which  can 
be  roughly  compared  to  the  British 
Labour  Party.  Rut  it  is  questionable 
whether  even  the  emergence  of  this 
new  party  on  a  much  stronger  scale 
would  be  ol  any  great  threat  to  port- 
folio investors. 

Canada,  like  most  countries,  has  its 
share  of  socio-economic  problems,  but 
in  comparison  to  ours  they  seem  mild. 
The  only  possible  exception  to  this  is 
the  question  of  the  status  of  the 
French  Canadians,  a  question  which 
comes  to  the  foreground  from  time  to 
time,  but  which,  in  mv  opinion,  should 
diminish  in  the  long  run. 

Growth  Situations 

\n\  future  growth  in  Canada  should 
be  reflected  in  the  growth  of  the 
banking  system.  The  country  has  a 
number  of  large  commercial  banks 
with  branches  throughout  Canada,  as 
well  as  strong  representative  offices 
overseas.  The  three  banks  I  would 
pick  out  as  being  in  the  foreground 
would  be  the  Royal  Bank  of  Canada, 
Bank  of  Montreal  and  the  Bank  of 
Nova  Scotia.  All  three  are  growth 
situations,  and  all  three  will  benefit 
bv  anv  increase  in  the  gross  national 
product.  The  growth  of  Canada  will 
be  reflected  in  the  price  of  these 
shares.  In  any  conservative  portfolio 
where  Canadian  stocks  play  a  part, 
a  good  bank  share  should  be  included. 

Naturally,  purchase  of  bank  shares 
•is  a  conservative  way  of  participating 
in  the  long-term  future.  Many  com- 
panies may  offer  much  greater  poten- 
tial, but  necessarily  of  a  much  more 
speculative  nature.  I  will  try  to  bring 
a  few  of  these  to  the  attention  of 
readers  in  future  articles.  ■ 


Why  not 

be  seen 
where  your 
customers 

and 
prospects 

are 
looking* 

in  Forbes: 
capitalist  tool 


'More  top  management  men  in  Amer- 
ica's 500  largest  industrial  corpora- 
tions read  FORBES  regularly  than 
read  Time  or  Business  Week,  or 
Fortune,  or  U.S.  News  or  Newsweek 
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The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  June  3,  1971,  declared 
a  dividend  of  forty-five 
cents  (45<t)  per  share  on 
the  outstanding  Common 
Shares  of  the  Corporation, 
payable  on  July  10,  1971 
to  shareholders  of  record 
at  the  close  of  business  on 
June  25.  1971. 

G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
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HOW  TO  BECOME 

FINANCIALLY  INDEPENDENT 

Interested  in  a  prestige  and  profit- 
able business  of  your  own?  Write  I 
for  valuable  new,  50  page  booklet,  NEW  ROADS 
TO  OPPORTUNITY  AND  WEALTH.  FREE! 
f.o.r.b.  INTERNATIONAL,  John  R.  Sauer,  President 
P.O.  Box  22458,  Denver,  Colorado  80222. 


FORBES,  JULY  1,  1971 


65 


CHAIRMAN'S  CHAIR 

By  Fred  C.  Foy 


Let's  Call  A  Cost  A  Cost 


The  new  Securities  &  Exchange  chair- 
man, William  J.  Casey,  last  month 
said  he  planned  to  insist  that  disclo- 
sure rules  be  broadened  to  include 
material  information  of  an  ecological 
or  social  nature.  That  is,  he  would 
insist  that  future  prospectuses  talk 
about  any  possible  claims  or  expenses 
a  company  might  have  to  bear  on 
these  accounts. 

I  say:  Hurrah!  No  investor  can 
properly  judge  the  prospects  of  a  com- 
pany if  he  does  not  have  the  relevant 
information  on  its  social  and  ecologi- 
cal problems. 

I've  been  reading  annual  reports 
again.  I  wanted  to  isolate  and  total 
the  social  costs  that  American  busi- 
ness is  bearing.  The  information  just 
wasn't  there.  It  should  be. 

My  definition  of  social  costs  may  be 
somewhat  broader  than  Chairman  Ca- 
sey's. It  goes  beyond  pollution  and 
safety  problems  and  encompasses  the 
costs  business  must  bear  beyond  what 
is  strictly  necessary  for  manufacturing 
and  distributing  goods  and  services. 

Edgevvater  Corp.  came  closest  to 
defining  them.  In  his  annual  report, 
the  chairman,  David  Bell,  wrote,  "The 
greatest  change  in  the  last  20  years 
has  been  in  employment  costs.  Since 
1950  our  average  straight-time  hour- 
ly rate  has  doubled— but  this  is  not 
the  whole  story.  The  really  spectacu- 
lar change  has  been  in  the  cost  of 
fringe  benefits.  These  are  expenses  for 
such  things  as  vacations,  holidays, 
pensions  and  employee  insurance  for 
hospitalization,  medical  payments,  ac- 
cidents, death  or  unemployment. 
These  costs  are  incurred  for  em- 
ployee benefits  for  which  the  company 
gets  no  production.  In  1950  they  cost 
the  company  about  $440  for  an  av- 
erage employee.  In  1970  the  cost  was 
almost  $2,900-an  increase  of  560%. 

"Similar  changes  in  employment 
costs  have  occurred  in  all  industries. 
The  general  public  and  all  of  us  en- 
joying the  benefits  need  to  realize  that 
the  cost  of  providing  them  must  come 
eventually  from  the  prices  we  consum- 
ers pay  for  the  things  we  buy." 

Allegheny  Ludlum  reported  $163 
million  was  paid  out  in  wages  and 
salaries;  another  $33  million  (includes 

Mr.  Foy,  a  guest  columnist,  has  retired  as  chairman 
of  Koppers  Co.  He  joined  the  company  in  1948.  be- 
came president  and  chief  executive  officer  in  1954, 
chairman   in   1955. 


$7.6  million  in  Social  Security)  went 
for  fringe  benefits. 

Fringe  benefits— everyone  seems  to 
accept  most  of  them  as  being  good 
for  the  people  who  get  them,  good  for 
the  economy.  But  who  thinks  of  them 
as  costs,  social  costs  paid  for  by  part 
of  the  price  of  everything  he  buys?  In 
effect,  a  hidden  sales  tax. 

In  Edgewater's  case,  it  took  $6.7 
million,  almost  15  cents  of  each  sales 
dollar,  to  pay  for  fringe  benefits. 

Fringe  benefits  aren't  the  only  so- 
cial costs.  Let's  identify  other  social 
costs  which  have  nothing  to  do  with 
making  the  products  business  sells. 

How  about  real  estate  taxes,  or 
franchise  taxes,  taxes  a  business  pays 
whether  it  makes  a  profit  or  not. 

Strangely  enough,  almost  none  of 
the  reports  listed  these  taxes  separate- 
ly. PPG  Industries  did.  It  reported 
that  taxes  other  than  income  taxes 
were  $31  million,  3%  of  sales  and 
equal  to  all  of  the  company's  after- 
tax earnings.  At  Koppers,  they  were 
$11  million,  2%  of  sales  and  also  equal 
to  net  earnings. 

Fringe  benefits,  real  estate  taxes, 
franchise  taxes— these  have  all  been 
around  for  quite  a  while.  Now  we're 
faced  with  a  whole  new  batch  of  po- 
tential corporate  social  costs.  These 
are  the  ones  Chairman  Casey  is  inter- 
ested in. 

The  Consumer  Pays 

These  are  the  costs  of  cleaner  air 
and  water,  of  less  noise,  of  safer  cars, 
of  dozens  of  legislated  product 
changes.  Many  of  these  will  make 
products  less  satisfying,  not  more.  All 
of  them  will  increase  manufacturing 
costs.  These  new  costs  are  harder  to 
segregate,  but  already  a  few  are  be- 
ginning to  show  up  here  and  there  in 
annual  reports. 

Take  ecology,  the  cost  of  cleaning 
up  air  and  water  and  the  damping 
down  of  noise.  The  attack  on  pollut- 
ing is  creating  a  whole  set  of  new  so- 
cial costs  for  industry,  not  just  for  op- 
erating but  for  funds  for  vast  capital 
investments.  These  are  investments 
which  add  nothing  to  our  national 
productive  capacity.  They  actually 
will  put  us  at  international  competi- 
tive disadvantage  unless  other  coun- 
tries also  divert  capital  into  similar 
Unproductive  investments. 


Be  that  as  it  may,  as  a  nation  we 
are  committed  to  fight  the  war  on 
pollution.  Industry  already  is  invest- 
ing capital,  incurring  costs  that  final- 
ly can  end  up  nowhere  but  in  the 
cost  of  its  products. 

It  is  too  bad  that  business  has  been 
dilatory  in  reporting  on  these  new 
costs  to  its  stockholders.  Of  30  reports 
I  read,  only  three  gave  figures  on 
environmental  costs  in  1970. 

Republic  Steel  reported  that  eco- 
logical warfare  required  $22.5  million 
out  of  the  $100  million  invested  dur- 
ing 1970,  and  had  siphoned  off  $112 
million  of  new  investment  over  the 
preceding  ten  years. 

Social  investment?  Certainly,  but  so- 
cial cost  too.  Annual  interest  on  $112 
million  adds  at  least  $7.2  million  to 
interest  cost;  assume  at  least  an  equal 
amount  or  more  for  depreciation  plus 
something  for  operating  cost,  say 
around  $15  million  a  year  of  addi- 
tional costs  each  year,  $2.25  for  each 
ton  of  steel  shipped. 

Anaconda  discussed  "Concern  for 
the  Environment,"  revealing  environ- 
mental capital  expenditures  during 
the  year  of  over  $11.5  million  out  of 
$90  million. 

A  few  companies,  notably  Allegheny 
Ludlum,  Anaconda,  Deere  &  Co., 
Honeywell  and  PPG  Industries  dis- 
cussed their  social  philosophies,  some 
with  respect  to  environmental  control. 
Others  covered  other  and  wider  fields 
of  social  costs  such  as  bringing  mi- 
norities into  the  mainstream,  civic  ac- 
tion, support  for  education,  employee 
participation  in  public  affairs  among 
others.  None  of  these  companies  gave 
cost  figures,  probably  because  few 
companies  have  yet  really  segregated 
and  totted  up  these  costs. 

Olin  Industries  gave  some  candid 
but  not  comforting  comments  on  the 
cost  of  ecological  warfare.  It  said,  "Be- 
cause of  actions  taken  during  1970, 
many  of  the  most  demanding  prob- 
lems associated  with  rising  environ- 
mental standards  were  resolved,  but 
at  high  cost.  A  successful  crash  pro- 
gram brought  the  problem  of  mercury 
emissions  under  control  at  five  chlor- 
alkali  plants.  We  decided  to  stop  DDT 
production  and  closed  that  plant. 
The  company  also  announced  the  de- 
cision to  close  the  soda  ash  operation 
in  Saltsville,  Va.,  because  there 
is  no  known  way  to  meet  the  new 
water  standards  and  this  resulted  in 
an  extraordinary  charge  of  $10  mil- 
lion net  after  taxes.  We  also  took  ex- 
traordinary write-offs  for  certain  fa- 
cilities that  did  not  meet  our  own 
environmental  objectives." 

Social  benefits,  yes.  But  social  costs, 
as  well. 

What  about  research  and  develop- 
ment   done    to    speed    environmental 
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leanup?  One  of  Ralph  Nader's  asso- 
iates  complained  recently  that  Gen- 
ral  Motors  was  spending  only  $150 
nillion  a  vear  on  automotive  emission 
ontrol!  "Not  enough,*'  he  said. 

Or   what   about    the   extra   cost   of 
ueh  drives  as  equal  emplovment,  hir- 
ng  the  disadvantaged  or  the  under- 
ducated.    Recentlv,    the    head    of    a 
\"ew  York  State  company,  which  has 
iwered  its  hiring  standards  in  order 
o    provide    greater    work    opportuni- 
ies  for  high  school  graduates,  report- 
id  that  during  the  past  year  the  com- 
»ny  had  spent  an  average  of  $300 
oer    new    employee    hired,     teaching 
■skills  such  as  reading  and  arithmetic 
to    workers    who    otherwise    wouldn't 
be  able  to  carry  on  their  jobs.  Good 
citizenship   indeed,   but   also   another 
social  cost  to  be  recovered  eventually 
in  sales. 

What  else?  Higher  employee  tum- 
over,  higher  absenteeism,  added  su- 
pervision, all  often  part  of  any  sub- 
stantial increase  in  employing  the  dis- 
ad\ antaged. 

These  are  just  some  of  industry's 
increasing  social  costs.  Probably  there 
Bre  others. 

I'm  not  arguing  for  stopping  social 
costs.  Many  could  not  be  stopped  in 
today's  America.  Just  the  opposite. 
More  are  being  proposed  almost  daily. 

Full  Disclosure 

What  I  am  suggesting  is  that  in 
corporate  annual  reports  we  segre- 
gate them,  discuss  them  in  consider- 
able detail,  make  it  clear  that  their 
total  cost  is  probably  at  least  10%,  pos- 
sibly 15S  or  more  of  every  dollar  the 
public  pays  for  what  it  buys  from  in- 
dustry. Social  costs  paid  for  bv  a  hid- 
den sales  tax  on  every  car,  every  pack- 
age of  food,  every  piece  of  furniture, 
every  appliance,  literally  everything 
people  buy.  Costs  which  drastically 
affect  the  prospects  of  nearly  every 
major  company  in  the  U.S. 

^  Investors  aside,  if  somewhere  be- 
tween 107  and  15S  of  the  cost  of  a 
$3,000  automobile  is  money  spent  for 
social  costs,  not  manufacturing  costs. 
the  buyer  ought  to  know  it.  After  all, 
that  is  a  hidden  tax  for  social  pur- 
poses of  somewhere  between  $300 
and  $450  a  car. 

It  our  society  wants  the  resulting 
social  benefits,  then  by  all  means  let's 
have  them.  But  we  can't  make  intel- 
ligent decisions  unless  we  have  a  pret- 
ty clear  idea  of  what  the  real  costs 
are  going  to  be. 

I  hope  in  next  year's  crop  of  annual 
reports  the  story  will  be  told,  force- 
fully and  vigorously  and  not  once  but 
a  good  many  times.  These  social  ben- 
efits are  very,  very  costly  and  it's  a 
service  to  no  one  to  sweep  the  costs 
under  a  rug.    ■ 


Are  you  the  investor 
nobody  cares  about? 


Let's  face  it. 

If  you  have  less  than  $150,000 
to  invest,  your  account  just  isn't  very 
profitable  to  many  brokers  and 
financial  advisers. 

So  they're  understandably 
tempted  to  devote  the  bulk  of  their 
time  to  bigger,  more  lucrative  accounts. 
Giving  you  what  amounts  to  short  shrift 
in  the  process. 

That  doesn't  happen  at 
Wallace  Forbes  &  Partners. 

We  specialize  in  managing 
portfolios  of  $1 0,000  to  $1 50,000. 

It's  all  we  do. 


So  we  can  afford  to  give 
yours  the  time  and  attention  it  deserves. 

Our  approach  was 
developed  by  Wallace  Forbes,  former 
President  of  the  Forbes  Investors 
Advisory  Institute. 

It  enables  the  investor  of 
relatively  modest  means  to  get  the 
quality  of  counsel  that  has  often  been  ■ 
unavailable  to  him  in  the  past. 

Mail  the  coupon  below  for  a 
copy  of  our  12-page  brochure. 

It's  the  first  step  in  being 
treated  like  a  big  wheel. 

Instead  of  a  third  wheel. 


Gentlemen:  Please  send  me  your  brochure. 


Name- 


Address- 


City_ 


State. 


-zip- 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U10    2  West  45  St.,  New  York,  N.Y.  10036.  Tel.  MO  7-7610 


f  If  you  have  $20,000  ^ 

or  more  in  the  stock  market, 

let  me  manage  half  of  it  for  one  year... 

the  worst  half! 


I  am  a  personal  investment  coun- 
sellor. I  manage  other  people's  investment  dollars.  I'd  like  to  manage  the 
worst  half  of  your  portfolio  for  one  year,  then  let  you  decide  who  ought 
to  do  the  whole  job. 

I  make  this  rather  forward  suggestion  for  your  consideration  because, 
in  the  economic  climate  we  are  experiencing,  you  may  have  noticed  it  is 
even  more  necessary  than  usual  to  apply  that  basic  principle  of  success- 
fulbusiness  management— "Concentrate  your  resources  in  opportunities; 
keep  your  money  out  of  problems!" 

My  organization  devotes  full  time  to  watching,  analyzing  and  chart- 
ing individual  companies.  We  have  developed  what  we  call  the  "Mills 
Growth  Phase  Curve"  that  gives  us  some  indication  of  which  stocks 
may  possibly  do  better  than  average,  and  which  ones  won't. 

Wouldn't  you  like  us  to  add  our  thinking  to  yours  and  identify  the 
half  of  your  portfolio  which  may  be  least  productive  for  you? 

If  you  would  like  to  know  more  about  how  we  do  this  and  manage 
millions  of  dollars  in  investments,  write  for  our  free  48-page  booklet, 
"Personal  Investment  Counsel!'  Read  it.  Then  decide  if  you'll  accept  my 
challenge.  (You  can  list  your  portfolio  when  you  write,  or  send  for  the 
booklet  now  and  send  your  list  along  later.) 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel 
7918  Ivanhoe  Avenue,  P.O.  Box  351,  Dept. 2-7 -L, La  Jolla,  California  92037 
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..    ad  to  face  in  1950  was  nothing 
compared  to  what  he  has  to  face  today. 


The  worst  that  could  happen  to  a 
slum  kid  in  those  days  would  be  to  get 
stomped,  slashed  and  zipgunned. 

Life  in  the  streets  today  isn't  as 
simple.  Because  the  streets  today  aren't 
as  safe.  The  gangs  and  hoods  are  gone. 
But  they've  been  replaced  by  pushers, 
junkies  and  speed  freaks. 

And  if  a  kid  isn't  brutalized  or 
killed  by  one  of  them,  he  might 
become  one  of  them.  Effortlessly 

He  can  buy  a  joint  of  marijuana 


for  about  5<t.  And  an  "introductory" 
bag  of  heroin  for  about  $1.  Available  at 
a  nearby  streetcorner  or  schoolyard. 
We  at  the  Boys'  Club  can't  stop  a 
kid  from  buying  drugs.  But  we  can  try 
to  stop  him  from  wanting  to.  With 
encounter  groups.  Recreational 
activities.  Seminars  conducted  by  ex- 
addicts,  doctors  and  policemen.  Even  a 
summer  camp  program.  All  are  aimed 
at  convincing  him  that  the  cure  for  his 
problems  lies  within  himself,  not  inside 


a  hypodermic  needle. 

In  the  meantime,  the  cure  for  oui 
own  particular  problem  lies  within 
your  wallet.  Because  it  takes  a  lot  of 
money  to  carry  on  a  large  scale  drug 
prevention  program. 

We'll  supply  the  program.  You  he 
supply  the  money  to  run  it. Together 
maybe  well  be  able  to  salvage  a  kid. 
And  turn  him  into  a  man. 

THE  BOYS' CLUB  OF  NY. 

Mailing  Address:  Box  107.  New  York.  NY.  10009 


READERS  SAY 


(Continued  from  page  11 ) 

teresting  and  have  put  together  facts  and 
features  which  make  it  good  reading. 

—Jack  E.  Sonnenblick 

Executive  Vice  President. 

Sonnenblick-Goldman   Corp. 

New  York.  N.Y. 

Sib:  Tish,  tish,  on  you.  Forbes  shows 
Tishman  Realty  with  land  market  value 
of  S741.4  million.  You  meant  S74.1  or 
Tishman  has  some  real  losers  in  build- 
ings to  go  from  $741.4  million  land  to 
1334.5  million  total  land  and  buildings. 
— Tom  Devtns 
New  York.  X  Y. 

the  decimal  point  was  misplaced— Ed. 

Sib:  I  was  most  happy  to  see  that 
when  \ou  got  into  it  you  abandoned  the 
idea  of  square  foot  or  acreage  approach 
and  centered  on  tin-  gross  values  of  the 
various  large  ownerships. 

rm  \  G.  Thompson 

Executive  Vice  President, 

American    Institute   of    Heal 

Estate  Appraisers 

Chicago,  111. 

Taking  the  Challenge 

Sin.  Your  challenge  [suggesting  In- 
ternational Nickel  take  its  own  advice 
in  having  international  representation  in 
foreign  investments.  Fact  6  Comment, 
June  I  ]  is  a  good  one. 

—John  H.  1'vi.i 

Vice   President, 

The  International   Nickel  Co. 

New  York,  \  V. 

The  Status  Quo 

Sut    Echoing  the  free-trade  philosophy 
of    tin    Font    President    Charles    \h< 
hoe   Waj    Street,"   May   I  ),  it  would 
i  prudent  that  U.S.  trade  restrictions 

should  simply  mirror  the  restrictions  im- 
posed on  U  S.  products  l>v  foreign  na- 
tions In  this  manner  the  Foreign  exporter 
establishes  the  "rules  of  the  game"  and 
the  U.S.  continues  its  leadership  in  the 
philosophy  of  free  trade. 

—James  C.  Hallidvy 

Administrator, 

Guam  Economic  Development  Authority 

Agana,  Guam 

Squash,  Anyone? 

Sir:  On  your  May  15  cover,  you  pic- 
tured a  man  in  his  60s  who  looks  fat 
and  flabby,  as  if  a  touch  of  exercise 
would  knock  him  out.  The  average  presi- 
dent of  a  corporation  today  plays  plenty 
of  tennis  and  squash  in  his  60s.  If  any  of 
the  staff  of  Fobbes  would  like  to  play  a 
squash  match,  I  would  be  delighted  to 
bring  mv  racquet  to  New  York. 

—Lew  Russfield 

President, 

Sun  Valley  Mfg.  Co. 

Boston,  Mass. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Liberty  means   responsibility.   That 
is  why  most  men  dread  it. 

—George  Bernard  Shaw 


Genius  and  great  abilities  are  often 
wanting;  sometimes,  onlv  opportuni- 
ties. Some  deserve  praise  for  what 
they  have  done;  others  for  what  they 
would  have  done. 

—Jean  de  la  Bruyere 


Liberty  is  dangerous. 

—Albert  Camus 


There  sometimes  wants  only  a 
stroke  of  fortune  to  discover  number- 
less latent  good  or  bad  qualities, 
which  would  otherwise  have  been 
eternally  concealed. 

—Lord  Greville 


"They  say  that  freedom  is  a  con- 
stant struggle,"  goes  the  old  song.  It 
is.  It  is  also  more  than  that.  Free- 
dom is  the  struggle.  It  is  never 
achieved  except  in  the  effort  to  reach 
it.  —Wallace    Roberts 


Know  the  true  value  of  time;  snatch, 
seize  and  enjoy  every  moment  of  it. 
No  idleness,  no  laziness,  no  procras- 
tination. —Lord  Chesterfield 


Success  in  business  hinges  mostly 
on  the  ability  to  get  the  important 
things  done.  —William  Feather 


I  have  always  admired  the  ability 
to  bite  off  more  than  one  can  chew 
and  then  chew  it. 

—William  DeMille 


Discover  what  you  want  most  of 
all  in  this  world,  and  set  yourself  to 
work  to  get  it. 

—John  Homer  Miller 


B.  C.  FORBES 

Great  men  train  themselves 
to  see,  seize,  mold  and  master 
Opportunity.  Prepare  yourself  to 
grasp  Opportunity  and  Oppor- 
tunity is  likely  to  come  your 
way.  The  Biblical  story  of  bury- 
ing the  talents  in  a  napkin  is 
merely  a  sermon  on  Opportu- 
nity. The  brother  who  diligent- 
ly seized  Opportunity  became 
"ruler  over  many  things."  The 
other  who  loafed  lost  even  what 
he  had. 


While  we  ponder  when  to  begin  it 
becomes  too  late  to  do. 

— Quintilian 


With  irresolute  finger  he  knocked 
at  each  one  of  the  doorways  of  life, 
and  abided  in  none. 

—Owen  Meredith 


Things  don't  turn  up  in  this  world 
until  somebody  turns  them  up. 

—James  A.  Garfield 


Those  men  who  try  to  do  some- 
thing and  fail  are  infinitely  better  off 
than  those  who  try  to  do  nothing  and 
beautifully  succeed. 

— Jenkin  Lloyd  Jones 


He  works  and  blows  the  coals,  and 

has  plenty  of  other  irons  in  the  fire. 

—Aristophanes 


Subtract  from  a  great  man  all  that 
he  owes  to  opportunity  and  all  that 
he  owes  to  chance;  all  that  he  has 
gained  by  the  wisdom  of  his  friends 
and  by  the  folly  of  his  enemies;  and 
our  Brobdingnag  will  often  become-  a 
Lilliputian.  —Caleb  Coi.ton 


All  things  come  to  him  who  waits 
—provided  he  knows  what  he  is  wait- 
ing for.  — Woodbow  Wilson 


The  moment  a  man  ceases  to  pro- 
gress, to  grow  higher,  wider  and  deep- 
er, then  his  life  becomes  stagnant. 

—Orison  Marden 


Great  men  undertake  great  things 
because  they  are  great;  fools,  because 
they  think  them  easy. 

—Luc  de  Vauvenabgues 


Initiative  is  productive  imagination. 
—Arnold  Glasow 


The    right    man    is    the    one    who 
seizes  the  moment.  —Goethe 


A  wise  man  will  make  more  oppor- 
tunities than  he  finds. 

—Francis  Bacon 


It  is  a  great  evil,  as  well  as  a  mis- 
fortune, to  be  unable  to  utter  a 
prompt  and  decided  "No." 

—Charles  Simmons 


A  Text .  .  . 


Sent  in  by  Virginia  Morgan, 
Princeton.  Ky.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  texts  used. 


Give  me  understanding,  and  I  shall 
keep  thy  law;  yea,  I  shall  observe  it 
with  my  whole  heart. 

-Psalm  119:34 
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The  great  bright  hope 


Since  the  invention  of  the  incan- 
descent lamp  in  1879,  scientists  have 
discovered  countless  new  uses  for 
electricity.  The  demand  for  electric 
power   has  never  stopped   growing. 

To  meet  the  steadily  growing 
need  for  electricity  in  tomorrow's 
world,  the  Power  &  Utilities  industry 
is  constantly  working  to  develop  im- 
portant new  sources. 

As  these  sources  are  developed, 
what  changes  will  be  demanded  in 
plant  construction,  maintenance  and 
equipment  installation?  In  corporate 


insurance  and  employee  benefit  plans? 

Tomorrow's  questions  need  an- 
swers today.  And  the  best  place  to 
start  is  with  Marsh  &  McLennan.  As 
industry's  leading  insurance  brokers 
we  specialize  in  helping  to  solve  the 
increasingly  complex  insurance  prob- 
lems of  business  and  industry. 

No  matter  what  business  you're 
in,  if  you  plan  to  be  in  it  tomorrow, 
call  us  today. 

Marsh  &  McLennan 

Industry's  leading  insurance  brokers 
A  Subsidiary  of  Marlennan  Corp. 
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Put  your  thumb  here  and  quickly  flip  the  pages. 


This  is  a  simple  example  of  how  individual  pieces  of  paper  can  be  made  to  flow. 
Rapidly.  Continuously.  At  a  high  level  of  efficiency.  Like  a  fluid. 

This  is  how  Pitney  Bowes  helps  move  paper  through  billing  departments,  payroll 

departments,  typing  pools,  mailrooms,  etc.  Our  machines  make  paper  flow. 

They  imprint.  Copy.  Collate.  Fold.  Insert.  Address.  Weigh.  Meter-stamp.  Seal. 

Count.  And  date.  So  forms,  envelopes,  bills,  letters,  memos  and  reports 

can  be  processed.  Neatly.  Accurately.  Efficiently. 

By  the  hundreds.  By  the  thousands. 
Making  paper  flow  out  of  your  office  just  as  quickly  as  it  pours  in. 

Solving  repetitive  paper  handling  problems  and  eliminating  office  bottlenecks 

is  our  business.  For  a  free  paper  flow  analysis,  write 

Pitney  Bowes,  1 773  Crosby  Street,  Stamford,  Conn.  06904,  or  call  one  of 

our  190  offices  throughout  the  United  States  and  Canada. 

Think  of  paper  as  a  fluid. 


»■=  Pitney  Bowes 

BUSINESS  SYSTEMS 
AND  EQUIPMENT 


Postage  Meters,  Mailing  Equipment,  Copiers,  Counters  and  Imprinters, 
Addresser-Printers,  Labeling  and  Marking  Systems. 
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CNA  UPTIME  STORY  No.  V 


NO  MATTER  WHAT 

HAPPENS  IN  BUSINESS  TODA/.. 

IT  STILL  TAKES  EQUIPMENT 

TO  MAKE  THE  GOODS. 

That's  why  CNA  Financial  is  in  the  leasing  business. 
Every  day  more  businesses  want  better,  more  economical 
ways  of  getting  capital  goods. 

So  we  encourage  our  subsidiary,  CNA  Nuclear  Leasing, 
to  continue  offering  them  what  they  need.  Everything  from 
computers  to  fleets  to  nuclear  cores. 

And  leasing  is  just  one  of  the  essential 
businesses  we're  in. 

At  CNA  Financial,  we  don't  wait  for  better  times. 
We  make  them. 

C/\/A  FINRNCIRL  CORPORATION 


CNA  CENTER.  CHICAGO,  ILL. 


CNA/INSURANCE    CONTINENTAL  ASSURANCE    CNA  INVESTOR  SERVICES    CNA  REALTY    TSAI  MANAGEMENT  &  RESEARCH    GENERAL  FINANCE    KANE  FINANCIAL    LARWIN  GROUP    CNA  NUCLEAR  LE 


COMPANY  INDEX 

Advent  36 

Allen   4  Co  21 

American    Airlines  14 

American   Metal  Climax  32 

American   Research  &   Development  21 
American   Smelting  &.   Refining  8 

Anaconda  8.  32.  33 

Ankony    Breeding  23 

Arvin    Inds  .  68 

Assoc  British   Picture  Corp  46 

Audit     Investment     Research     23 

Bank  of   America  42 


Ber  nee     Corp 

Bethlehem    Steel 

Black    Watch     Farms 

Bobbie  Brooks.  Inc 

Boeing 

Braun 

Brooks     Harvey 


25 
33 
25 
18 
48 
29 
23 


Burlington     Inds  19 


Campbell   Ewald   Adv 
Canadian    Superior 
Capital    Shares 
Capitol    Inds 
Carriage    Cos 
Caterpillar    Tractor 
Cerro 

City    Investing 
Clinton      Oil 


3.'. 


H 

68 
63 
44 

a 

48 
33 
23 
24.   26 
Cogan.  Berl.nd.  Weill  4  Levitt    ......  36 

Colgate-Palmolive  .....  29 

Collins  4  Aikman  19 

Colun.bia   Broadcasting   System  44 

Combustion    Engineering  48 

Commercial  Cattle  Co 
Conn.   General  Mortgage  and 

Realty    Investments 
Conoco   Exploration.   Ltd 
Consolidated    Edison 
Continental  Oil 
Continental    Steel 
Corporate  Properly 
Daniels  4   Bell 
Dart    Inds 
Dome  Petroleum  68 

Donaldson.   Lufkin  4  jenrette  56 

R.R.     Donnelley  76 

Dow    Chemical  34 

Dun  4   Bradstreet  63 

EMI  II 

Eastman  Dillon.  Union  Securities  23 
Engelhard  Minerals  4  Chemicals  32 
Eqjity     Funding 

i   Sutherland  Computer 
Federal    Natl    Mortgage 
Fidelity    Group 

Fidelity   Management   4    Research 
Fieldcrest 
Flintkote 

The   Fluorocarbon   Co 
Ford    Motor 


23 

38 
68 
6J 
6! 
19 
5* 
79 
48 

Four  Seas.ns  Nursing  25 

Fylfes      Group 

Geest      Inds 

General     Dynamics 

General      Electric 

General    Motors  50 

GeoDynamics   Oil   4    Gas 

Gill  tt. 

Great  Southwest    Corp 

Guggenheim 

Gu  i   Resou.ces  4  Chemical 

Hammer     Films 

Haniv.r    Drilling    Fund 

Hewitt-Packard 

Hornblow-r  4  Weeks- Hemphill. 
Nov  , 

HubDard    Real    Estate    Investments 

Hubbard.   Westervelt  4  Mottelay 

Hudion   Gas  4   Oil 

Husky   Oil    Ltd 

Et       Helton 

INA    Corp 

Icelandic    Airlines 

Imperial    Oil 

ITT 

Investment    Property    Assjc 

Investor.    Diversified    Services 

Jones  4  Laughlin 

KLH     Corp 

Kennecott     Copper 

Kidder.    . 


24 

23 
23 

79 
H 

24 

7i. 
2U 
6H 
20 
.'3 

23 

79 
H 

8.  32.  33 
23 

King     Resources                                  25.  26 

S.S.     Kresge  64 

L&zard    Freres                                  23.  63 

Kenneth   Leventhal   4   Co  26 

Arthur  Lipper  Corp  64 

Lockiued  60 

Loeb   Rhoades  56 

,  Lone  Star  Cement  21 

J.    Ray    McDermott  79 

McGraw-Edison  55 

Mack  Truck  48 
Merrill  Lynch.  Pierce,  Fenner 

4   Smith  23 

Metro-Goldwyn-Mayer  46 

Morgan    Stanley                               23.  26 

NAM  I  Mortgage  Trust  24 

National   Gypsum  58 

New    York   Securities  25 

North   American   Phillips  55 

Oppenheimer    Inds  25 

Paine.  Webber.  Jackson  4  Curtis  23 

Pan   American   Intercont'l   Hotels  52 

Pan   American   World  Airways     14,  20 

Peerage    Properties  23 

Penn-Oixie    Cement  20 

Phelps    Dodge  8 

Philip    Morris  29 

Pioneer  Capital   Corp  56 

Polaroid  20 

Pomerantz.  Le<y.  Haudek  &  Block  63 

Prescott.   Merrill.  Turben  4  Co  18 

Putnam    Fund    Distributors  23 

RCA                                                             34.  44 

Ranger  Oil  Ltd                           68 

R^ynjlds     Inds  60 

Richton     Int'l  19 

Roan  Selection  Trust  33 

Russ   Togs  18 

SB    Partners  23 

SCM  55 

Seabwd    World    Airlines  76 

Shcarsjn.    Hammill  23 

Simnons  19 

Singer                                                36 

Small   Business  Investment  Co  56 


Forbes  contents 


JULY  15,  1971,  VOLUME  108,  NUMBER  2 


FEATURES 

17  THE  INDIVIDUAL  INVESTOR:  A  DYING  BREED? 

The  SEC's  William  Casey  hopes  to  give  him  a  chance  to  survive. 

18  THE  RAG  BUSINESS  REVISITED 

Have  American  women  kicked  the  fashion  habit? 
20     PENN-DIXIE 

A  "story"  company  whose  later  chapters  have  suddenly  turned  somber. 
20      ICELANDIC  AIRLINES 

Can  a  flea  survive  as  the  elephants  dance? 
22      WALL  STREET'S  NEW  MERCHANDISE 

With  equities  in  disfavor,  the  brokers  have  restocked  their  shelves. 
29      GILLETTE 

The  hard  thing  about  being  on  top  is  managing  to  stay  there. 
32      AS  THEY  SEE  IT 

Expropriation,  pro  and  con:  Chile's  Ambassador  Letelier  vs.  Amax'  MacGregor. 
36      A  TALE  OF  THREE  ENTREPRENEURS 

Or  what  happened  to  K,  L  and  H  after  they  sold  out  to  Singer. 
38      GEEST  INDUSTRIES 

First  it  successfully  broke  up  a  monopoly,  then  went  on  from  there. 
42      THE  MONEY  MEN 

Bond  investors,  listen  to  former  Bank  of  America  investment  boss  Alan  K.  Browne. 
44      EMI 

This  British  company  does  beautifully  everywhere  except  in  the  U.S. 

47  UTILITY  STOCKS 

The  yields  have  rarely  been  higher  nor  the  multiples  lower. 

48  HOW  TO  DO  BUSINESS  WITH  COMMUNISTS 
Some  tips  from  the  men  who  are  doing  it  now. 

55      SUNBEAM 

Selling  little  electric  gadgets  is  hard  enough;  making  them  pay  is  still  harder. 
63      THE  FUNDS 

Lawyer  Abe  Pomerantz  is  shaking  up  the  mutual  fund  Establishment. 


FACES  BEHIND  THE  FIGURES 

56     Willie  L.  Daniels  58     John  M.  Kelly  60 

Travers  Bell  Jr.  (National  Petroleum  Council) 

(Daniels  &  Bell)  58     James  D.  Moran  60 

(Flintkote  Co.) 


William  A.  Nierenberg 

(Scripps  Institution) 
Maurice  F.  Granville 
(Texaco) 


FINANCE 

67     Market  Comment 

L.  O.  Hooper 
72     Stock  Analysis 

Heinz  H.  Biel 


74     Technician's  Perspective 

John  W.  Schulz 
76     The  Market  Outlook 

Sidney  B.  Lurie 


77 


Wall  Street  View 

Robert  Stovall 


REGULAR  DEPARTMENTS 

7  Side  Lines  10 

8  Trends  &  Tangents  13 


Readers  Say 
Fact  &  Comment 


67 
80 


Forbes  Index 
Thoughts 


PHOTO  AND  ART  CREDITS:  Ed  Wergeles,  page  7;  Wide  World  Photos,  page  17; 
Freelance  Photographers  Guild,  pages  18  top  and  19  top;  The  Bettmann  Archive, 
page  18  left;  Sy  Friedman— Zodiac  Photos,  pages  20  and  21  bottom;  Jerry  Frank, 
pages  21  top  and  56;  Don  Mackay,  page  22;  George  Martin— D.P.I. ,  page  23 
left;  United  Press  International,  pages  18  middle,  23  right  and  25  bottom  right; 
Art  Detman  Jr.,  page  26  left;  Luigi  Pellettieri,  page  26  right;  Stan  Stearns,  page 
33;  Pictorial  Parade,  page  36;  Sam  Falk,  page  42:  The  Baltimore  News  American, 
page  43;  Arthur  Jones,  page  48;  Jim  Pickerell,  page  58  top;  Roger  Wren,  page  60 
top  and  Harvey  Shaman,  page  63  top. 

COVER:  PHOTO;  S.A.  Tervenski.  Outfit  by  Leslie  Juniors. 

FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave..  New  York,  NY. 
10011  Second-class  postage  paid  at  Post  Office.  Npw  York,  and  at  additional 
mailing  offices.  Subscription  $9.50  one  year  U.S.A.  Copyright  ©  1971   Forbes  Inc. 


Smith.    Barney  23 

Sonnenblick-Goldman  24 

Sony  64 

Springs     Mills 

Standard     Oil     <N.J.)  68 

J. P.    Stevens 

Sunbeam     5f 

Teledyne       1!- 

Texaco  60 

Texas    Instruments  64 

Thames   Television  46 


Tower  International  Corp  52 

TWA  14 

Tucker  Anthony  &   R.L.   Day  36 

UAL  (United  Air  Lines)  14 

USM   Corp    77 

Unico   Intl'   Corp   50 

United    Fruit  38 

U.S.    Export-Import   Bank   33 

U.S.    Gypsum      58 

U.S.     Steel         32 

U.S.    Trust   Co    23 


Universal   Oil    Products   77 

Upjohn    64 

Vance   Sanders   23 

Venrock  38 

Warner-Lambert     29 

Wcstamerica  Securities  23 

Western    Pennsylvania    Nat'l    Bank  52 
Westinghouse  55.  60 

White.      W?ld       23 

Wilkinson. Sword  29 

Xerox  20.  64 


FORBES,    JULY    15,    1971 


A 


The  Mitsubishi  MU-2  prop-jets 
offer  you  these  jet-age  advanta; 
the  competition 
doesn't  have. 


ies 


SPEED  — Both  the  MU-2F  at  340mph  and 
the  MU-2G  at  325mph  are  faster  than  other  prop-jets  in 
their  category.  This  means  more  miles  at  lower  operating 
cost  and  less  time  enroute. 


SPOILERS  vs  AILERONS  — By  utilizing 
spoilers  instead  of  ailerons  the  entire  trailing  edge  of 
the  wing  is  available  for  full  span  flaps.  The  MU-2  uses 
jet-type  spoilers  for  better  lateral  control. 


£ 


YEAR 


AIRFRAME 
WARRANTY 


2  YEAR  WARRANTY  — 

The  MU-2  has  proven  itself  in  the 
field.  MU-2F  and  G  owners  now 
have  a  full  two  year  warranty  on 
the  airframe  — the  best  in  its 
category. 


LOW  DRAG  WING  —The  MU-2  wing  is 
designed  for  true  prop-jet  performance.  The  low  drag 
air  foil  takes  full  advantage  of  turbine  power  for  maxi- 
mum speed. 


..it  aHHHi 

FULL  SPAN  FLAPS  — Our  modified  fowler- 
type  flaps  plus  this  extra  large  flap  area  provide  excellent 
short  field  capability  and  maximum  control  at  low  speeds. 


50  YEAR  AIRFRAME  — The  structural  in- 
tegrity of  the  MU-2  is  second  to  none.  The  airframe  on 
this  rugged  reliable  aircraft  is  certified  for  25,000  flight 
hours.  (50  years  based  on  500  hours/year). 

These  are  just  a  few  of  the  outstanding  advan- 
tages of  flying  the  MU-2.  Write:  Mitsubishi  Air- 
craft International,  P.  O.  Box  3848,  San  Angelo, 
Texas  76901,  or  call  915-944-1511. 
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Side  Lines 


A  Light  Touch  of  Acid 

Several  weeks  ago  Forbes  Editor  James  W.  Michaels  received  a  letter 
from  the  president  of  a  well-known  magazine  publishing  company.  Not  a 
regular  Forbes  reader,  this  gentleman  had  picked  up  a  copy  of  the  May 
1  issue  on  a  recent  overseas  flight.  He  read  it  cover-to-cover,  he  said,  and 
then  fired  off  memos  to  his  secretary  directing  action  he  wanted  taken  on 
seven  of  the  stories.  He  also  entered  a  subscription  to  Forbes. 

Jim  Michaels,  who  with  this  issue  rounds  out  ten  years  as  editor  of 
Forbes,  was  understandably  pleased.  "We  may  not  always  be  right  in 
our  stories,"  Jim  has  told  Forbes  staffers  many  times,  "but  if  we  can 

make   our   readers   think,   we're   on   the 

right  track." 

rThe  most  striking  evidence  of  Jim's  ed- 
itorship is  the  near  doubling  of  Forbes' 
circulation  since  he  was  named  editor 
in  the  summer  of  1961,  from  350,000 
to  more  than  650,000.  In  those  days  the 
magazine's  circulation  was  far,  far  be- 
hind that  of  Business  Week  and  For- 
tune. Four  years  ago  Forbes  passed  For- 
tune; two  years  ago  it  passed  Business 
Week  in  U.S.  circulation. 

Longtime  readers  know  how  the  maga- 
zine's coverage  has  expanded  over  the  past 
ten  years.  Company  stories,  as  in  1961, 
are  still  our  bread  and  butter.  But  now 
we  also  run  many  stories  of  broader  topi- 
■Laaafl  cal  interesl  to  businessmen  and  investors, 

such  as  the  East- West  trade  feature  in  this 
issue.  Today  the  magazine  carries  a  host 
of  Michaels-originated  features  like 
"Faces  Behind  the  Figures,"  "The  Money  Men"  and  "As  I  See  It"  inter- 
views. The  popular  May  15  Directory  Issue  has  been  added  to  the  other 
two  special  issues,  the  Aug.  15  Mutual  Funds  Survey  and  the  Jan.  1  An- 
nual Report  on  American  Industry.  Forbes  has  expanded  geographically 
too,  with  bureaus  in  Washington,  Los  Angeles  and  London. 

But  Jim  has  always  avoided  change  for  change's  sake,  a  trap  that 
has  spelled  disaster  for  many  publications.  He  has  preserved  Forbes' 
special  touch  as  a  business  magazine:  a  strong  flavor  of  personalities 
and  an  eye  for  the  financial  figures,  all  mixed  with  what  one  colleague 
calls  "a  light  touch  of  acid."  Jim  never  tires  of  repeating:  "A  businessman 
once  said  to  me,  'Do  you  know  why  I  like  Forbes?  Because  it's  the 
drama  critic  of  American  business.  You  tell  me  who  has  turned  in  a 
great  performance,  and  who  has  laid  an  egg  and  you  don't  hide  what 
you  think.'  "  Adds  Michaels:  "Isn't  that  beautiful?" 

Jim  Michaels,  a  small,  trim  man  just  turned  50,  is  an  upstate  New 
Yorker  who  graduated  from  Harvard  in  1942.  He  then  volunteered  as  an 
ambulance  driver  for  the  American  Field  Service  with  the  British-Indian 
Army  in  India  and  Burma.  After  World  War  II,  at  the  age  of  25,  he 
landed  a  job  as  bureau  chief  for  United  Press  International  in  New  Delhi, 
where  he  scored  a  spectacular  beat  on  the  assassination  of  Mohandas 
Gandhi  in  1948.  He  joined  Forbes  in  1954,  became  managing  editor  in 
1957  and  editor  in  1961. 

Jim  is  the  kind  of  man  who  would  prefer  to  let  his  editing  speak  for 
itself,  but  those  of  us  who  work  with  him  must  be  pardoned  a  moment's 
public  admiration.  We  may  be  slightly  biased,  but  we  happen  to  think 
he  is  the  most  perspicacious  magazine  editor  in  America.  ■ 
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WASHINGTON 


Typically  American 

The  average  American  family 
today,  says  the  U.S.  Census  Bu- 
reau, is  made  up  of  a  husband, 
wife  and  two  children  who  are  now 
in  their  late  teens;  this  means  the 
family  is  both  older  and  smaller  as 
a  unit  than  it  was  a  generation  ago. 
Census  says  the  typical  husband, 
according  to  last  year's  survey  sta- 
tistics, is  just  shy  of  his  45th  birth- 
day and  his  wife  will  soon  be  42— 
both  about  a  year  older  than  in 
previous  counts.  Reflecting  the  de- 
clining birthrate,  the  family  unit 
also  has  fewer  children  under  five 
years  of  age  and  more  over  16. 

Dick  &  Jim? 

Meaning  New  York's  Senator 
James  L.  Buckley  for  vice  presi- 
dent. The  Republican-Conservative 
freshman  senator  is  a  name  ru- 
mored just  after  Treasury  Secretary 
John  Connally  as  a  possibility  for 
the  No.  Two  GOP  spot  in  1972. 
Buckley's  big  plus  is  his  appeal  to 
traditionally  Democratic  working- 
men  and  their  families.  In  his 
1970  campaign  Buckley  pulled  in 
900,000  Democratic  votes,  mainly 
from  basically  conservative  blue- 
collar  ranks.  This  is  a  nationwide 
voting  bloc  that  Richard  Nixon 
and  his  advisers  think  belongs  in 
the  GOP  column.  Agnew  also  ap- 
peals to  it  but  alienates  middle-class 
independents  as  Buckley  does  not. 


BUSINESS 


Boom  or  Busf? 

The  bulge  in  new  housing  starts 
might  suggest  we're  in  the  midst 
of  a  housing  boom,  but  you 
couldn't  prove  it  by  the  figures  of 
companies  supplying  the  construc- 
tion industry.  A  recent  survey  of 
62  building  materials  makers 
showed  a  16%  decline  in  profits 
during  the  first  quarter  of  1971  as 
compared  with  a  year  ago.  The  de- 
cline was  not  as  great,  however,  as 
that  in  the  last  quarter  of  1970. 
The  glass  companies  seemed  to  go 
against  the  trend,  showing  a  43% 
gain  in  the  three  months;  but  much 
of  that  is  attributable  to  in  reased 
demand  for  automotive  glass. 


Going  Big  Time 

Venture  capital,  like  the  stock 
market,  is  becoming  a  game  with 
bigger  players.  Before  the  bear 
market,  a  typical  venture  deal  might 
involve  six  investor's  chipping  in 
$100,000  each  to  raise  $600,000 
for  a  new  financing.  These  days, 
according  to  Leroy  W.  Sinclair, 
editor  of  Venture  Capital,  1971, 
a  typical  deal  is  more  likely  to  find 
two  investors  putting  up  $300,000 
each.  What  venture  capitalists  now 
want,  says  Sinclair,  is  to  put  money 
in  fewer  deals  so  they  can  win  a 
board  seat  and  keep  a  closer  watch 
on  the  company.  "It  is  almost 
impossible  to  get  $50,000  or 
$100,000  for  a  good  idea,"  says 
Sinclair,  "but  if  you  are  looking 
for  $500,000,  then  you  have  a 
chance  of  finding  it." 

Rhyme  or  Reason? 

Copper  industry  labor  negotia- 
tions are  now  getting  under  way 
on  a  company-by-company  basis, 
but  management  and  labor  have 
picked  some  strange  geographical 
locations.  Phelps  Dodge  is  nego- 
tiating in  Anaconda's  Butte,  Mont, 
stronghold.  Anaconda,  in  turn,  is 
negotiating  in  Salt  Lake  City,  Utah, 
not  far  from  Kennecott's  great 
mine  at  Bingham  Canyon.  Kenne- 
cott  is  negotiating  in  Phoenix,  Ariz., 
which  is  Phelps  Dodge  and  Ameri- 
can Smelting  &  Refining  territory. 
And  Asarco,  for  some  reason  no  one 
can  explain,  is  negotiating  in  Den- 
ver, Colo. 

The  Treadmill 

Since  1965,  six  states  have  en- 
acted new  personal  income  taxes, 
and  16  others  have  increased  their 
existing  personal  tax  rates.  Com- 
bined with  rising  property  tax  rates 
and  inflation,  these  new  levies 
make  it  hard  for  the  American  fam- 
ily to  keep  ahead  of  the  hounds, 


despite  substantial  increases  in  the 
family's  income  level.  According  to 
Commerce  Clearing  House,  a  sub- 
urban family  of  four  that  main- 
tained a  steady  $12,000  annual  in- 
come since  1965  would  find  itself 
short  $3,209  in  spendable  income 
in  1971  because  of  the  double  bite 
of  price  and  tax  increases. 

Bargain  Basement 

The  bargain  mania,  sweeping 
beyond  the  department  store, 
brings  the  First  Genuine  Markdown 
Sale  in  the  history  of  lasers.  Yes, 
for  as  little  as  Half  the  Normal 
Price  you  can  buy  crystals,  optics, 
elliptical  windows  (coated  or  un- 
coated),  transformers,  regular  laser 
systems  and  Much,  Much  More! 
How  can  a  small  New  England 
firm  offer  these  Fabulous  items  at 
Incredibly  low  prices?  They  went 
to  a  laser  company  auction. 


FOREIGN 


On  the  Road 

Despite  a  year  of  world  econom- 
ic uncertainty,  the  road-building 
industry  rolled  right  along  with  its 
paving.  Construction  expenditures 
rose  by  8M%  last  year  among  the 
146  nations  that  report  to  the  In- 
ternational Road  Federation.  Ac- 
cording to  a  yearly  report,  more 
than  $42  billion  was  spent  last 
year  on  highway  construction,  and 
the  level  is  supposed  to  top  $45.5 
billion  during  1971.  The  U.S.  led 
with  $19  billion  in  road  building 
last  year,  followed  by  Japan  with 
$4.3  billion  and  Germany  with 
$3.2  billion.  The  Association  of 
General  Contractors  also  reports 
that  31,900  miles  of  the  planned 
42,500-mile  Interstate  Highway 
System  are  now  open  to  traffic, 
while  construction  is  under  way  on 
another  4,020  miles.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City- 
StaTT 


Zip 


F-4826 
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Greyhound  has 
25,000  people  to  lunch 


any  day  in  Chicago. 


Next  time  you're  in  Chicago, 
stop  in  at  McCormick  Place,  the 
world's  biggest  exposition  center.  You'll 
find  Greyhound  Food  Management 
serving  up  to  25,000  people  at  a  sitting. 
Greyhound's  dinner  bell  will  soon  be 
ringing  at  Chicago's  Union  Station,  too. 
And  if  you  happen  to  be  in  Los  Angeles, 
drop  by  the  new  Convention  and 
Exhibition  Center.  You  could  see  as  many 
as  10,000  people;  all  eating,  drinking  and 
being  merry  Greyhound. 
And  that's  only  the  first  course. 
With  all  its  food  subsidiaries,  Greyhound 
serves  over  a  million  meals  every  day. 
In  fact,  the  way  it's  going,  it  looks  more 
and  more  like  Greyhound  is  rapidly 
turning  into  a  chow  hound. 

Greyhound. 

In  food  management,  too,  we've  got  more  going  for  you 


Trim  an  hour  off 
your  lawn. 

There  was  a  time  when  lawn  trimming  had  to 
|  be  time  consuming  and  tedious.  Complete  with 
blisters,  wrist  cramps,  and  excuses  to  get  out 
$.of  it.  There  was  no  better  way.  Now  there  is. 
Disston  cordless  electric  grass  shears  triple 
t.  trimming  speed.  All  you  do  is  push  the  button 
and  go.  Under  fences,  along  hedges,  around 
trees.  Almost  anywhere. 

The  unit  comes  complete  with  a  recharger. 
When  you're  imished  trimming,  just  plug 
it  into  a  wall  socket.  One  charge  trims  the 
perimeter  of  a  football  field. 

And  for  just  a  little  more  money,  our 
new  upright  model  saves  you  a  lot  of 
bending. 

For  the  name  of  nearest  hardware, 
garden  or  department  store  that  sells 
the  Disston  line  of  cordless  electric- 
products,  call  toll-free  800-243-6000. 
In  Connecticut,  call  800-942-0655. 
H.  K.  Porter  Company, 
Inc.,  Pittsburgh,  Pa. 

Suggested  retail  $29.95. 
Upright  model  $34.95. 


Cordless  electric  products 


READERS  SAY 


No  Trespassing 

Sir:  Advocates  of  no  growth/slow 
growth  who  would  limit  "trespassing" 
(Forbes,  June  15)  are  the  same  groups 
who  are  the  basic  cause  of  overpopula- 
tion in  this  country— the  middle  class. 
Uqtil  population  control  is  made  eco- 
nomically attractive  or  population 
"abuse"  is  made  economically  unattrac- 
tive, the  "environmentalists"  will  over- 
populate  their  own  states  (and  this  coun- 
try) into  ecological  oblivion. 

—Richard  Ackerman 
College  Park,  Md. 

Sir:  Your  article  added  further  con- 
firmation for  those  of  us  concerned  with 
the  growing  anti-industrial  attitude  in 
this  countiy.  Communities,  government, 
students  and  other  individuals  delight  in 
all  manner  of  interventions,  restrictions 
and  attacks  on  businessmen.  Obviously, 
they  expect  the  businessman  to  accept 
the  burden  and,  somehow,  pull  all  the 
whiners,  complainers  and  second-raters 
through. 

—David  K.  Walter 
Philadelphia,  Pa. 

Sir:  People  are  getting  wise  to  the 
ruthless  aspects  of  business'  quest  of 
profit.  The  "Industry  Keep  Out  Signs" 
are  our  last  line  of  defense. 

—Robert  J.  McManus 
New  York,  N.Y. 

Sir:  I  was  disappointed  that  you 
failed  to  encourage  the  idea  of  popula- 
tion control.  Instead  of  deploring  or  rid- 
iculing efforts  to  slow  economic  growth, 
particularly  of  the  environmentally  dis- 
ruptive variety,  we  should  be  encourag- 
ing and  applauding  them,  as  they  just 
might  save  us  from  some  unforeseen  eco- 
logical Gotterdammerung. 

— B.A.  Foote 
Kent,  Ohio 

Sir:  Re  the  opposition  to  Consolidat- 
ed Edison's  locating  a  pumped-storage 
project  at  Storm  King  Mountain.  The 
major  reason  for  the  opposition:  The 
power  station  would  be  located  above 
and  endanger  New  York's  main  water 
supply,  the  Catskill  aqueduct.  It  is  not 
that  "there's  just  no  place.  .  .  ."  Intelli- 
gent site  selection  is  important. 

—Bernard  L.  Albert 
Scarsdale,  N.Y. 

Sir:  Appropriately,  die  three-leafed 
green  foliage  shown  on  your  cover  ap- 
pears to  be  poison  oak. 

— E.L.  Miller 
Sunnyvale,  Calif. 

Missing  the  Mark 

Sir:  I  am  intrigued  by  Mr.  [Steve] 
Tervenski's  cover  picture  on  your  excel- 
lent May  15  Directory  Issue.  You  referred 
to  it  as  whimsical  I  think  it  is  illumi 
natiiig.  There's  a  message  there.  Your 
(Continued  on  page  79) 
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Its  a  lot  easier  to 

tell  your  shareholders  youre  leasing 

a  business  jet  than  it  is 

to  tell  them  youre  buying  one. 


Especially  after  a  year  when  profits 
weren't  up  to  their  expectations. 

So  while  your  shareholders  can  appre 
date  the  idea  that  a  business  jet  improves 
vour  productivity  and  competitiveness,  they 
may  not  appreciate  spending  something  in 
the  neighborhood  of  a  million  dollars 
to  buy  one. 

And  they'd  probably  he  right. 

Because  unless  you 
use  that  jet  full  time  you're  ■ 
not  going  to  get  your 
money's  worth.  ' 

At  Pan  Am    we 
recognize  that  mam 
corporations 
can't  use  a  jet  on 
a  full-time  basis, 
so  in  addition  to    | 
our  business  jet 
sales  division  we 
have  a  business  jel 
rental  division. 

We've  inau- 
gurated a "total 
services'"  lease  plan 
which  enables  you  to 
have  a  business  jet 
whenever  you  need 
one  without  having  to 
own  one.  (Each  lease 
subject  to  CAB  approval. ) 

If  you  need  it  600  or  more  hours  per 
year  you  can  take  advantage  of  our  "exclu- 
sive use"  plan. 

If  vour  need  is  between  200  and  600 


hours,  our  "shared  time"  arrangement 
makes  the  most  sense  for  you. 

Under  200  hours  a  year,  our  indi- 
vidual trip  charter  service  will  take  you 
where  you  want  to  go,  when  you  want  to  go. 
And  bring  you  back  when  you  want  to 
come  back. 

Now  about  the  plane  you're  going  to 
rent.  It's  a  Fan  Jet  Falcon?  20.  It  flies 
at  550  miles  per  hour.  (The 
same  speed  as  commercial 
airliners.) 

It's  designed  to  give  you 
more  comfort  than  you'd 
get  in  a  commercial  air- 
iner  and  since  we  know 
you  don't  want  to  waste 
time  while  you  travel, 
we've  equipped  it  with 
just  about  everything 
you  need  to  conduct 
your  business  in  the  air. 
Telephones,  writing  tables, 
dictation  equipment.  And  of 
course,  you  have  privacy. 

The  Falcon  is  piloted  by 
Pan  Am  pilots,  serviced  by 
Pan  Am  maintenance  and 
backed  by  Pan  Am. 
So  when  you  rent  a  Pan  Am  Falcon, 
you're  not  just  renting  an  air  taxi  service, 
you're  renting  an  airline. 

If  you'd  like  more  information,  call 
(201)  288-5300  or  write  for  our  brochure: 
"How  to  strengthen  your  competitive  posi- 
tion without  weakening  your  capital  position!' 


Pan  Am  Business  lets 

Pan  Am  Building, Teterboro  Airport,  N.J.  07608    •* 


A  surprising  alternative  to 

Western  Union  and  AT&T  in 

data  communications  systems. 


"You  might  think 
m  *    of  us  as  the 
jfc.    uncommon  carrier." 


Z.V.  Zakarian,  president 

Western  Union 

Data  Services  Company. 


Western  Union  B  Data  Services 
Company  is  a  new  part  of  Western  Union. 

Our  mission  is  to  assist  you  in  solving 
lata  handling  problems  by  providing 
terminals  and  systems. 

So  what  makes  us  uncommon? 

Three thv 

First  we  have  years  of  experience 
focured  in  one  company,  on  one  field: 
datacommurti. 

Sec-  are a  nationwide 

organization.  We  c  ovide  system-oriented 
supports-     sai  !  naintenance 
everywhere. 


Third,  we  offer  "uncommon"  cost 
alternatives. 

If  you  are  planning  to  install  or  expand 
Data-Phone*  service,  we  can  help  you 
(especially  since  AT&T  no  longer  provides 
terminals  under  300  baud). 

Considering  a  data  communications 
system?  We  can  work  with  you  to  define 
your  communications  problems  and  will 
respond  to  them  promptly  with  cost- 
effective  answers. 

In  short  from  your  computer  on  out  we 
help  you  with  your  data  handling  needs. 

If  you'd  like  to  discuss  these  needs 
with  the  uncommon  carrier,  contact  me 
at  Western  Union  Data  Services  Company, 
16  McKee  Drive,  Mahwah,  NJ.  07430. 
Phone:  201-52&4600.  Outside  New 
Jersey,  call  toll-free  800-631-7050. 
Telex:  12-5077. 

•  Registered  trademark  ol  AT&T. 


s*  data  sen/ices  company 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


A  CHOICE  THAT  REALLY  IS  NO  CHOICE 


The  bipartisan  unanimity  of  Washington's  ex  and  present 
statesmen  on  not  reducing  our  armed  forces  in  Europe 
by  half  was  impressive  only  beeause  most  of  these  fellows 
in  private— and  sometimes  public— conversations  usually 
speak  of  one  another  with  the  utmost  disdain. 

I  found  the  point  of  view  in  which  they  were  in 
agreement  about  as  sense-making  as  the  inflexible  Indo- 
china policy  pursued  by  Dean  Husk  lor  eight  years. 

In  the  turbulent  decade  or  two  that  followed  World 
War  lis  end,  NATO  and  our  huge  manpower-money  com- 
mitment to  it  made  sense.  NATO  had  a  real  military 
capability,  and  served  to  shield  Western  Europe  from 
aggression. 

In  the  totally  unlikely  event  that  the  Russians  should 
suddenly  march  against  Free  I 'In  rope,  NATO  as  an  effective 
military  Force  simply  no  longer  is  Ask  any  battalion  or 
regimental  commander  about  the  instant-ready  status  of 
his  force,  and  no  informed  source  in  any  world  capital 
would  be  surprised  at  the  answer. 

The  fact  is  our  300,000  men  in  Europe  ,and  their 
nearly-that-many  dependants  are  there  as  hostages— merely 
as    numerical    proof    to    friend    and    foe    alike    that    this 

THERE  IS  A 

The  chances  for  this  country  to  have  adequate  mili- 
'tary  forces  without  a  draft  are  nil,  and  political  cant  to  the 
contrary  can't  change  that  unfortunate  fact. 

Instead  of  trying  to  proceed  clown  that  impossible  path, 
we  should  set  about  promptly  to  make  for  those  in- 
dividuals who  make  a  career  of  military  service  a  life 
that  is  decently  paid,  including  attractive,  meaningful 
fringe  benefits. 

Realistically,  it's  unaffordable  to  have  every  one  of  a 
couple  of  million  or  more  in  the  armed  services  paid  on  a 
scale  commensurate  with  civilian  jobs  of  the  same  sort. 
But  can  you  name  me  one  really  good  reason  why  the 
man  who  is  making  a  career  of  die  services  shouldn't  be 
paid  considerably  more  than  the  draftee  who  is  serving 
because  he  has  to  and  is  counting  the  days  and  hours  until 
he's  out?  Half  of  his  hitch  is  spent  trying  to  make  him 


country  will  inevitably  be  "in"  any  major  conflict. 

For  some  years  Forbes  has  pointed  out  the  prohibitive 
expense  of  maintaining  such  an  unnecessarily  huge  number 
of  troops  in  Europe. 

Less  than  half  the  number  of  military  personnel  would 
serve  the  hostage  purpose. 

Meantime,  the  cost  of  supporting  them  is  contributing 
enormously  every  day  to  the  dollar  flood  which  so  en- 
dangers Europe— and  us— economically  and  politically. 

And  NATO's  incomprehensively  dilatory,  almost  nega- 
tive response  to  the  Russian  offer  mutually  to  reduce 
troop  forces  indicates  NATO  doesn't  even  seem  aware  of 

what  it's  there  for. 

*      #     *      * 

The  Mansfield  proposal  was  licked,  but  it  is  far 
from  dead. 

Given  a  choice  of  restoring  some  integrity  to  the  dollar 
and  thus  preserving  the  economic  and  political  stability 
of  Free  Europe,  or  maintaining  a  hostage  force  of  Ameri- 
cans at  present  "strength,"  there  really  is  no  choice. 

It  just  seems  that  it  will  take  a  little  more  time  for 
this  to  become  apparent  to  the  chess  players. 

DIFFERENCE 

slightly  useful  for  the  last  half.  Pay  at  most  any  scale 
won't  make  too  many  draftees  want  to  stay  on. 

Our  defense,  though,  depends  near-totally  on  the  career 
man  in  the  field  and  sky  and  at  sea.  By  any  rational 
measure  he  should  be  paid  more,  considerably  more, 
vis-a-vis  draftees  who  are  reluctantly  in  the  ranks  today 
and  out  at  the  first  possible  tomorrow. 

The  President  and  the  majority  of  Congress  should  axe 
unaffordable  billions  of  dollars  called  for  by  across-the- 
board  military  pay  raises.  Across-the-board  shouldn't  have 
a  thing  to  do  with  it.  Long-term  enlistees— that  is,  career 
men— should  get  a  substantial  raise  and  every  feasible  ad- 
ditional "perq." 

And,  by  the  way,  if  we  ever  were  to  have  nearly 
enough  volunteers  to  man  the  forces  with  only  a  modicum 
of  draftees,  this  is  about  the  only  way  it  could  happen. 
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BRAVO! 


It's  rare  that  this  Administration— or  for  that  matter  any 
Administration— can  get  enthusiastic  applause  for  proposals 
dealing  with  hotly  controversial  issues. 

President  Nixon  has  come  close  to  accomplishing  this 
impossibility  by  putting  forward  an  impressive,  sense- 
making,  sorely  needed  blueprint  for  providing  clean  energy 
in  the  years  ahead. 

Our  country's  power  shortages  are  critical  in  some  areas 
and  growing  more  so  everywhere.  It's  utter  nonsense  for 
the  newly  Air  Aware  to  declare  that  we  should  live  with 
presently  available  energy  (arguing  that  additional  de- 
mand is  merely  to  provide  more  toasters  and  neon  signs). 
Our  high  productivity  per  man  hour  of  labor  is  intimate- 
ly tied  to  the  availability  of  energy  to  do  the  work.  Leisure 
time,  think  time,  the  very  existence  of  intellectuals  are  in 
major  measure  a  result  of  energy  fuels  substituting  for 
human  sweat  and  muscle.  More  people  and  more  minds 
at  work  will  require  ever  more  energy,  and  there's  noth- 
ing wrong  with  that. 

We  just  have  to  meet  the  demand  in  a  sensible  way, 
and  Mr.  Nixon  has  proposed  a  first-rate,  comprehen- 
sive plan. 

To   accompany   it,    though,    he   should   have    his    Ad- 


ministration get  busy  doing  what  it  can  to  halt  such 
short-term  rural  environmental  rapes  as  those  now  under 
way  in  the  Southwest.  There,  one  of  six  projected  vast 
power  projects  is  pouring  pollution  over  a  vast  four-state 
area  that  heretofore  has  been  relatively  clean. 

If  the  Nixon  Administration  will  show  backbone  in 
putting  down  bad  power  providers,  it  will  help  build  the 
head  of  steam  needed  to  implement  its  own  first-rate  pro- 
gram—fast breeder  reactors  for  nuclear  fuel,  the  biggest 
future  clean  energy  source;  cooperative  efforts  to  make 
the  conversion  of  coal  into  gas  economical;  opening  up 
leases  for  finding  additional  sources  of  oil  and  gas;  the 
development  of  our  endless  shale  oil  deposits;  providing 
sufficient  profit  impetus  to  spur  the  development  of  more 
natural  gas  supplies;  and  all  of  it  done  under  strictest  anti- 
pollution, ecology-preserving  regulation  and  supervision. 

Sure,  this  program  will  make  energy  cost  a  bit  more. 

But  not  to  have  the  energy,  and  not  to  have  it  produced 
under  life-permitting  conditions,  would  be  beyond  cost. 

By  combining  an  end  to  additional  polluting  power 
projects,  like  the  Four  Corners  program,  with  his  positive 
approach  to  providing  clean  energy,  Mr.  Nixon  should 
have  the  warm  support  of  everyone  but- the  Nut  Fringe. 


SALUTE  AT  A  PRIME  TIME 


Usually  publications  that  are  fortunate  enough  to  have 
a  truly  brilliant  editor  wait  until  he's  dead  or  dying  or 
retiring  before  they  touch  their  cap  in  respectful  printed 
acknowledgment. 


In  this  issue  in  Side  Lines,  we  who  work  with  Jim  Mi- 
chaels say  a  little  bit  of  what  should  be  said  when  an  ex- 
traordinary man  is  doing  his  Thing  so  well.  It's  fun  to  her- 
ald an  editor  who's  one  of  the  country's  unheralded  Best. 


FOOTNOTE  ON  THE  DOLLAR'S  DECLINE 


You  don't  have  to  be  an  economist  (whatever  that  is) 
to  know  what's  happening  to  our  buck  abroad. 

My  wife  and  I  were  shopping  recently  in  some  Moroccan 
casbah  shops,  and  each  time  I  paid  for  the  trinkets  with 
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a  $10  or  $20  bill,  expecting  change  in  Moroccan  currency.  of  a  good  thing 


Each  time  the  shopkeeper  refused  the  change  in  the 
dirham  of  the  Maroc  realm,  and  insisted  on  giving  me 
the  change  in  American  dollars. 

Too  many  lands  now  have  too  many  dollars— too  much 


EVERYTHING  TURNS  OUT  FOR  THE  BEST 


Take  the  midi. 

For  99%  of  us,  its  failure  to  catch  on  was  the  only 
good  thing  to  be  said  for  it. 

On  reflection,  though,  there's  much  more  good  attrib- 
utable to  it-that  ugly  midi  liberated  the  girls,  or,  at  least, 
liberated  their  skirts. 


Now  a  girl  or  a  lady  or  both  can  wear  what  best  cov- 
ers particular  legs  and  waists— from  full-length  grannies  to 
First  Lady  knee  lengths  up  to  minis  or  hot  pants.  (For  ad- 
ditional coverage,  see  page  18.) 

Would  you  ever  have  thought  of  the  midi  turning  out 
to  be  such  an  effective  tool  for  Women's  Lib? 


FLAVOR 

Unsuccess  sours  the  sharp  and  mellows  the  able. 


HARD  WORK 


Faking  it. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


The  one  aspect  of  college  life 
that  seems  to  remain  constant  is 
that  each  new  group  of  students 
feels  it  can  do  a  better  job  of  helping 
society  meet  its  present  and  future 
needs.  We  think  this  holds  as  true 
today  as  it  ever  did. 

It  seems  to  us  that  campus 
unrest  is  publicized  well  out  of  pro- 
portion to  the  reality  of  the  positive 
goals  of  the  great  majority  of 
students.  Students  who,  above  all, 
want  to  make  a  meaningful 


contribution  to  our  society  with 
their  lives. 

Of  all  the  reasons  we  have  for 
supporting  colleges,  our  belief  in 
young  people  is  the  most  important. 
So,  each  year,  we  continue  our 
aid-to-education  program  which, 
this  year,  touches  some  300  colleges 
and  universities. 

Many  of  the  young  students 
who  benefit  from  our  assistance  to 
colleges  and  universities  will  never 
work  for  Texaco.  But  among  them 


will  be  leaders  important  to  our 
future.  They  include  a  wide  range  of 
young  people  with  some  very  strong 
beliefs  that  they  can  do  something 
worthwhile.  All  in  all,  we  think  we're 
getting  a  pretty  good  return  on 
this  investment. 


[TEXACO! 


We're  working  to  keep  your  trust. 


Wfe  still  believe  in  them.# 
And  we're  backing  that  belief. 


feturalgas, 
ightoffmeboat. 


America  needs  the  energy  to  grow. 


We're  importing  Liquid  Natural  Gas. 
If  s  helping  us  meet  the  peak  winter  demand  in  the  cold  Northeast 
And  within  five  years,  LNG  will  be  in  use  all  across  the  country. 

Natural  gas  becomes  a  liquid  when  its  temperature 
is  lowered  to  260  degrees  below  zero.  This  makes  it  a 
compact  and  readily  transportable  energy  source.  In  fact, 
LNG  actually  powers  the  engines  of  the  ships  that  carry  it 

Once  here,  LNG  can  be  quickly  transformed 
back  to  gas.  And  as  a  gas,  give  us  600  times  its  volume 
as  a  liquid.  Or  it  can  be  left  as  is.  And  stored 
conveniently  until  needed. 

This  LNG  is  the  same  energy  that 
powered  the  Blue  Flame  car  to  a  new  world 
land  speed  record.  The  same  pure  power  that 
has  already  proven  itself  as  a  virtually 
pollution-free  fuel  for  motor  vehicles. 

Liquid  Natural  Gas.  It  allows 
us  to  bring  the  vast  gas  supplies  of  the 
world  right  to  our  shores.  And  supplies 
another  answer  to  the  country's 
increasing  energy  needs. 

A  AMERICAN  GAS  ASSOCIATION. 


Forbes 

A  Dying  Breed? 

Is  the  individual  investor  dying,  crowded  out  by  institutions 
and  professionals?  SEC  Chairman  Casey  isn't  sure,  but 
he's  going  to   try  to  give  him   every  chance  to  survive. 


Of  all  the  problems  facing  Wil- 
liam J.  Casey,  the  new  Securities  & 
Exchange  Commissioner,  one  is  pre- 
eminent: Is  there  a  place  for  the  in- 
dividual investor  in  a  market  ruled  by 
institutions  and  professionals? 

Casey  admits  honestly  that  he  does 
not  know  the  answer. 

But  he  hopes  it  will  be  yes. 

"Before  I  took  this  job,"  he  told 
Forbes,  "I  always  had  professionals 
advising  me  on  my  investments.  I 
think  that's  true  for  anybody  who 
doesn't  want  to  be  fully  bed  down  in 
investment    activity.    The    individual 

who  tries  on  his  own  to  trade  and 
move  in  and  out  of  the  market,  I  think 
he's  bucking  the  odds." 

But  then  Casey  adds:  "While  it's  easy 

to  say  that  the  little  gu>  ought  to  gel 
out  of  the  market  and  into  funds.  I 
wouldn't  like  to  see  that  happen. 

"I  think  the  challenge  the  whole  in- 
vestment community  faces  is  how- 
it  can  provide  the  kind  of  guidance 
and  professionali/ation  of  informa- 
tion, advice  and  judgment  which  will 
keep  the  small  guy  in  the  investment 
markets.  I  think  that  the  whole  ques- 
tion of  money  management  and  the 
investor's  relationship  with  brokers  is 
going  to  be  carefully  scrutinized.  I 
just  don't  know  what  the  final  answer 
will  be." 

For  the  moment,  Case>  appears 
content  to  call  for  "evolution,"  not 
revolution,  in  the  capital  markets.  In 
.his  speeches,  the  message  is  clear  to 
the  industry:  Money  managers  are  go- 
ing to  have  to  put  up  with  more  dis- 
closure, unbundling  service  charges, 
stiffer  brokerage-house  capital  rules, 
a  clean  up  of  back-office  problems 
and  perhaps  even  formal  standards 
and  licensing  for  brokers.  Further 
down  the  road  remains  a  possibility 
that  most  Wall  Streeters  dread:  sep- 
aration of  the  money  management 
and  brokerage  functions. 

Casey  defends  his  reliance  on  great- 
er disclosure  as  a  solution  to  both  the 
stock  market's  structural  problems  and 
to  the  restoring  of  investor  confidence. 
"We  can't  make  the  determination  for 
each  investor,  but  we  can  encourage 
the  kind  of  disclosure  that  would  let 
the  investor  see  the  alternatives  that 


he  must  select  for  himself." 

How  much  good  will  more  disclo- 
sure do  if  you  don't  end  the  conflicts 
of  interest  within  the  market's  struc- 
ture? After  all,  salesmen  are  reward- 
ed on  the  volume  of  commisa.ons 
they  generate,  not  on  how  much  mon- 
ey they  make  for  the  customers.  Cas- 
ey agrees  that  this  remains  a  problem. 

"I've  got  a  feeling  that  the  more 
established  houses  are  pretty  careful 
about  it,"  Case)  says.  Then  he  con- 
cedes abruptly:  "It's  tough  when  you 
have  a  few  hundred  salesmen  who 
make  a  living  on  a  commission  basis; 
they'd  even  chum  subscriptions  to 
Forbes  if  they  could." 

( !an  fuller  disclosure  solve  that  prob- 
lem?  Casey  replies:  "The  job  of  the 
SEC  is  to  cultivate  a  multiplicity  of 
institutional  arrangements  and  see  that 
they  are  fair  and  honest  and  that 
there  is  an  absence  of  fraud  and  that 
the  degree  of  conflict  of  interest  is  not 
intolerable." 

Forbes  pressed  him  to  explain  his 
last  point.  How  can  even  minimal 
conflict  of  interest  be  tolerable? 

"Now  you  get  into  the  whole  ques- 
tion ol  the  value  judgment  between 
improving  reliability  of  information 
by  eliminating  potential  conflicts  and 
impairing  the  quality  of  the  service  by 
weakening  the  economic  strength  of 
the  investment  house,  which  you 
would  do  if  you  tried  to  eliminate  all 
conflicts.  I'm  not  making  a  judgment; 
I'm  just  posing  the  problem  that  we 
will  have  in  those  hearings  on  Capi- 
tol Hill,  and  we  are  going  to  have  to 
face  up  to  it  and  rub  our  noses  in  it." 

While  Casey  and  Congress  are  con- 
fronting the  problems  of  protecting 
without  smothering  the  investor,  Ca- 
sey plans  to  use  disclosure  as  an  all- 
purpose  weapon  and  tool,  laying  it 
on  in  big  doses.  He  wants  disclosure 
when  a  company  changes  accountants 
or  if  it  is  sued  for  water  pollution  vio- 
lations. Within  the  SEC,  he  is  to  set 
up  a  special  office  to  provide  the  first 
surveillance  for  the  growing  securities 
trade  between  American,  European 
and  Japanese  markets;  he  has  also  re- 
oriented the  agency's  new-issue-con- 
scious  staff  to  pay  more  attention  to 
stocks  after  thev  are  issued. 


Activist.  A  most  successful 
investor  and  $250,000-a- 
year  tax  lawyer  before  be- 
coming SEC  chairman,  Wil- 
liam J.  Casey  doesn't  jump  to 
conclusions.  But  clearly  he 
means  to  be  an  activist  chair- 
man. Item:  He's  asking  Con- 
gress to  add  $1.2  million  to 
the  SEC's  $23.5-million  budg- 
et. Item:  He  has  shaken  up 
the  agency's  creaking  proce- 
dures. Item-.  He  has  demanded 
that  companies  disclose  much 
more  than  in  the  past.  But  he 
also  has  severe  problems:  how 
to  protect  the  small  investor 
without  hog-tieing  the  invest- 
ment community;  how  to  get 
Congress  to  go  along;  how  to 
deal  with  rising  concern  over 
current  accounting  standards. 


Summing  up  the  problems  of  the 
small  investor,  Casey  says:  "I'd  like  to 
make  the  equity  markets  viable  and 
attractive  to  the  individual  investor 
because  I  think  it  is  veiy  presump- 
tuous for  anybody  to  say  there's  no 
place  for  him  anymore  when  you 
have  millions  in  there  already.  Who's 
to  say  the  public  is  wrong?  But  every- 
body has  to  make  his  own  choice  and 
all  you  can  do  is  let  him  know  what 
the  odds  are."  ■ 
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Women's  Lib  (Ready-to-Wear  Division) 

Has  the  American  Woman  finally  gained  the  upper  hand  over  the  fashion  industry? 


A  Forbes  editor  (male)  strolled 
through  Manhattan's  fashionable  East 
Side  one  evening  last  month.  He  didn't 
see  a  single  long  or  midiskirt  except 
on  a  couple  of  granny-clad  hippies. 
In  a  small  shop  window,  he  noted  a 
sign  that  could  serve  as  a  capsule 
history  of  fashion  over  the  last  two 
or  three  years.  It  read:  "Any  long 
dress  in  the  store,  $10." 

"The  prime  thing  we've  learned  is 
that  we'll  never  again  try  to  impose  a 
fashion  on  American  women,"  says  de- 
signer Bill  Blass,  and  thereby  pretty 
well  sums  up  the  feelings  of  the  gar- 
ment industry,  which  is  still  traumatic 
from  the  female  public's  emphatic  re- 
jection of  last  fall's  new  styles  ("Does 
the  Midi  Look  Spell  E-D-S-E-L?", 
Forbes,  Sept.  15,  1970). 

According  to  apparel  analyst  Ed- 
ward Johnson  of  Wall  Street's  Pres- 
cott,  Merrill,  Turben  &  Co.,  women 
traditionally  continue  to  buy  during 
a  recession,  while  men  cut  their  pur- 
chases fairly  sharply.  But  last  year 
both  men  and  women  pulled  back, 
and  Johnson  says  it  was  because  of  the 
hemline  controversy. 

Hot  pants  were  a  shot  in  the  arm, 
according  to  Eli  Rousso,  president  of 
Russ  Togs,  Inc.,  a  large  producer  of 
popular-priced  women's  and  chil- 
dren's apparel.  But  that's  all  that  hot 
pants  amounted  to:  adrenaline  for  an 


Remember?  This  was  the  clas- 
sic look  of  the  well-dressed 
college  girl  just  after  World 
War   II.    But   at   the   right   .    .    . 


Anything  Goes,  from  long 
to  short  (below)  to  dunga- 
rees (above)  so  frowsy  that 
a  1910  farmhand  would  have 
turned  up  his  nose  at  them. 
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ailing  industry.  "All  they  proved  was 
that  people  wanted  to  expose  them- 
selves instead  of  covering  themselves 
up,"  said  Herbert  Adler,  president  of 
Bobbie  Brooks. 

Last  month  the  $7-billion  women's 
garment  industry  was  nervously 
poised  on  the  brink  of  another  fall 
buying  season.  Would  it  be  another 
disaster?  Had  women  really  kicked 
the  fashion  habit? 

The  trade  is  pinning  high  hopes  on 
the  "kneesie."  It  looks  like  a  return  to 
the  era  of  the  Fifties,  with  its  blazers 
and  pleated  skirts  (to  the  knees),  suits 
and  dresses.  The  fashion  is  neither  hot 
nor  cool  nor  midi  nor  mini,  but  a  very 

FORBES,  JULY   15,   1971 


conservative    "return    to    sensibility." 

Stores  around  the  country— the  Jo- 
seph- Magnin  chain  in  California, 
Hudson's  in  Detroit,  Thalhimer's  in 
Richmond  and  the  Fifth  Avenue  stores 
"in  New  York— have  dropped  the  midi. 
They  are  banking  on  shirtwaists  and 
sweater  dresses  at  mid-knee  length  or 
just  below,  tailored  shirts  and  skirts 
with  jackets  over  everything.  Robert 
Berry,  president  of  Amfac's  Joseph 
Magnin,  says,  "We  don't  even  men- 
tion skirt  lengths  anymore.  We  just 
talk  about  'a  look'  now." 

Women's  Wear  Daily,  which  is 
blamed  for  stirring  up  the  midi  con- 
troversy in  the  first  place,  calls  the 
new  look  "the  civilized  look."  But 
what  "the  civilized  look"  really  means 
is  that  anything  goes— from  pants  to 
minis.  More  important,  it  may  mean 
the  American  woman  has  finally 
beaten  the  fashion  system. 

The  important  thing  now  is  not  the 
design,  but  the  shape,  and  this  has 
brought  about  a  subtle  shifting  of  pay 
dirt  in  the  well-mined  rag  business: 
"The  designer  is  dead,  long  live  the 
customer,"  was  the  way  one  dress 
manufacturer  put  it. 

"I  think  this  past  year  proved  that 
the  American  woman  is  no  longer  in- 
fluenced by  the  press,  the  stores  or 
the  designers,"  says  Bill  Blass. 

"It   means    that   our   job   is   much 


Much  the  same  look,  now  with 
straw     hat,     is     back     again. 


more  difficult  without  the  designer 
authority  of  the  past,"  says  Larry  Pe- 
zor.  Brooks"  merchandising  sice  presi- 
dent, who  used  to  simply  copy  a  de- 
signer's line  in  a  cheaper  version.  Now 
he  will  have  to  interpret  what  he 
thinks  women  will  want. 

Big  names  cost  money.  What  wom- 
en want  these  days  is  more  likely 
to  be  four  outfits  for  a  multiplicity  of 
activities  rather  than  one  Paris  origi- 
nal. Richard  A.  Shortway.  publisher 
of  Vogue  magazine,  is  changing  his 
editorial  content  to  fit  this  way  of 
thinking.  The  balance  of  the  magazine 
will  deal  with  more  realistically  priced 
clothes  that  Shortway  calls  "real-life 
fashion,*'  instead  of  the  snobbishly 
high-priced  (up  to  $3,000)  couturier- 
ied  clothes  that  Vogue  has  tradi- 
tional!) featured. 

Technically  speaking,  the  fashion 
industry  has  gotten  a  break  from  the 
popularity  of  knits  and  double-knits. 
Bv  knitting  various  materials  instead 
oi  weaving  them,  the  textile  industry 
\  it'll  new  flexibility  to  the  dress 
manufacturers.  Because  they  give,  the 
knits  are  comfortable  to  wear,  easj 
to  wash,  difficult  to  wrinkle.  They  can. 
moreover,  be  worn  as  tight  as  a  wom- 
an cares  to  wear  them— without  dan- 
ger of  bursting  a  scam.  |  For  at  least 
some  <>t  the  same  reasons,  knits  are 
beginning  to  make  inroads  into  the 
men's  wear  market.) 


Of  the  craze  for  knits,  Bill  Blass 
says,  "It's  square,  but  then  this  is  a 
square  country."  "Once  a  person  has 
tasted  the  comfort  of  knit,  it's  hard  to 
go  back  to  stiff,  nonstretch  clothes," 
says  Roy  Reubel,  president  of  J.P. 
Stevens'  knit  fabrics  division.  The  big, 
ailing  textile  producer  closed  down 
its  last  four  woolen  plants  in  1970 
and  is  converting  some  of  its  weaving 
mills  to  knits. 

Up  until  now,  the  knit  industry  has 
been  pulled  along  by  its  own  tech- 
nology—as soon  as  a  company  got  a 
double-knit  machine  in,  it  started 
turning  the  fabric  out  as  fast  as  it 
could  because  the  demand  was  there. 
But  with  things  easing  a  little,  the 
technology  is  turning  to  innovations 
that  will  give  knits  staying  power  in 
the  marketplace. 

Knitting  giants  like  Burlington  and 
Collins  &  Aikman  are  doing  extensive 
research  on  warp  knits,  which  are  not 
as  stretchy  as  double  knits  and  have 
vast  potential  in  men's  wear. 

What  kind  of  a  fall  will  the  manu- 
facturers and  retailers  have  in  the  $7- 
billion  women's  clothing  industry? 
Will  the  comfortable,  stretchy,  cling- 
ing knits  and  the  more  sensible  fash- 
ions pull  the  industry  out  of  its  costly 
slump?  If  they  do,  the  rag  business 
will  have  gotten  the  message:  The 
tyrannical  reign  of  the  fashion  czars 
is  over;  power  to  the  people!   ■ 


Yor  <  v\  i  KEEP  a  determined 
(hungr)  )  man  down.  So  what  are 

the  fashion  designers  doing  now 
that  women  are  no  longer  obeying 
their  dictates?  They're  designing 
mattress  coverings.  And  a  whole 
lot  ot  other  tilings  from  wigs  to 
bath  mats.  It  women  will  no  longer 
wrap  themselves  in  designer-in- 
spired gowns,  let  them  at  least 
dr)  themselves  with  a  designer-in- 
spired towel. 

Franc  Ricciardi  is  president  and 
board  chairman  of  Richton  Inter- 
national Corp.,  which  bought  the 
high-fashion  firm  of  Oscar  de  la 
Renta  two  years  ago  for  S3. 5  mil- 
lion in  cash  and  stock.  "The  idea," 
sa\s  Ricciardi,  "is  to  commercialize 
the  name."  Ahead)  Simmons  Corp. 
has  paid  upwards  of  §50,000  to 
have  Mr.  de  la  Renta  "design"  a 
mattress  cover  which  customers  see 
only  when  they  strip  the  bed  to 
change  the  sheets. 

Did  it  do  anything  for  sales? 
"Well,  it's  not  a  prairie  fire  yet," 
said  a  Simmons  spokesman,  "but 
this  designer  thing— making  mun- 
dane things  pretty— has  a  gut  ap- 
peal  so   basic,   that   we  think  we 


-The  Shotgun  Approach- 

would  be  foolish  to  stay  out  of  it." 
Simmons'  investment  is  small 
compared  with  what  big  home-fur- 
nishings companies  are  paying  to 
get  designer  names  linked  with 
theirs.  Burlington  has  Vera  and 
Donald  Brooks.  Fieldcrest  has  Yves 
St.  Laurent  and  Pierre  Cardin,  J.P. 
Stevens  has  British  designer  David 
Hicks,  Springs  Mills  has  Bill  Blass 


—all  ot  them  busily  designing  col- 
lections of  bedroom  and  bathroom 
furnishings. 

Except  for  paving  the  designer 
for  the  use  of  his  name  and  for  his 
design,  the  resulting  item  doesn't 
cost  much  more  to  make  than  a 
standard  item. 

And  then  there's  ready-to-wear. 
Yes,  ready-to-wear.  Designers,  like 
impoverished  noblemen  turning  to 
trade,  are  stooping  to  it.  But  at  a 
price.  Yves  St.  Laurent  now  has 
36  boutiques,  scattered  through- 
out the  world,  selling  off-the-rack 
clothes.  They're  not  cheap.  Prices 
range  from  $30  for  a  woman's  shirt 
to  $300  for  a  wool  coat. 

Smelling  big  money,  designers 
like  Geoffrey  Beene,  Leo  Narducci 
and  Donald  Brooks  have  in  effect 
been  selling  the  right  to  use  their 
names  to  Manhattan  dress  manu- 
facturer Ben  Shaw.  Shaw,  leaving 
no  dollar  unturned,  hopes  to  take 
his  company  public  once  he's  put 
their  names   on   enough   products. 

Says  Richton's  Ricciardi:  "The 
designers  used  to  use  the  laser 
beam  approach.  We're  showing 
them  how  to  use  a  shotgun." 


FORBES,   JULY    15,    1971 


19 


Jerry  Castle's  Ordeal 

Running  a  business  is  tougher  than  trading  in  stocks  and 
bonds,  as  Penn-Dixie  Cement's  Jerry  Castle  is  discovering. 


Bashful  was  hardly  the  word  for 
young  Jerome  Castle  when  the  former 
F.I.  du  Pont  railroad  analyst,  then  33, 
seized  control  of  ailing  Penn-Dixie 
Cement  in  a  proxy  fight  in  1967.  Chat- 
ting with  Forbes  in  the  winter  of 
1968,  Castle  unfolded  grandiose  plans. 

"We're  out  to  equal  Xerox  and  Po- 
laroid, not  Lone  Star  Cement,"  he 
said.  "All  I'm  doing  is  dedicating  my 
life  to  ihe  same  40  rising  quarters  in  a 
row  that  [ITT  chairman  Harold]  Ge- 
:  een  made.  The  only  prohlem  I  have," 
he  added,  "is  that  I  look  up  the  pike 
and  see  140  quarters." 

In  a  day  of  "story"  companies,  Cas- 
tle had  a  novel  story  to  sell.  No  crea- 
tive accounting  or  conglomerate  non- 
sense for  him:  He  was  going  to  do  his 
thing  in  asset-heavy  commodity  busi- 
nesses. "I  like  simple,  basic  raw  ma- 
terials," he  said.  "They  are  the  most 
difficult  of  entry.  The  more  difficult  it 
is  to  get  into  a  business,  the  safer  that 
business  is." 

Now  the  ancients  held  that  such 
pride  was  sure  to  bring  down  the 
wrath  of  the  gods.  Last  year  the  wrath 
came    down    hard    on    Jerry    Castle. 


Penn-Dixie's  earnings  dropped  89%, 
from  $4.6  million  to  just  $500,000, 
on  $206-million  sales— no  way  to  equal 
Lone  Star  Cement,  let  alone  Xerox  or 
Polaroid.  What  went  wrong? 

Last  month  Forbes  paid  a  return 
visit  to  Jerry  Castle.  His  office— if  not 
his  financial  results— reflects  his  gran- 
diose vision.  High  up  on  the  42nd  floor 
of  Manhattan's  new  Burlington  House, 
it  is  a  kind  of  Hollywood  version  of 
an  old-line  investment  banking  office 
complete  with  elaborately  carved  if 
unseasoned  wood  paneling  and  an- 
tiques far  too  eclectic  to  reflect  the 
hush  of  old  wealth.  There  Jerry  Castle 
paced  nervously  about  an  immense 
60-foot-long  office,  periodically  paus- 
ing to  answer  one  of  his  four  tele- 
phones amid  the  clangorous  chiming 
of  a  Louis  XVI  grandfather  clock. 

"Dammit,  people  just  don't  under- 
stand!" he  was  saying.  "Every  one  of 
the  15  or  so  companies  I  bought  is 
making  money.  The  only  one  that's  in 
the  red  is  the  plastics  company,  which 
is  minuscule.  Look,  if  we'd  wanted 
to,  we  could  easily  have  overstated 
our  earnings  by,  say,  using  the  flow- 


through  method  for  investment  credit. 
I'd  be  willing  to  compare  our  record 
in  acquisitions  with  anybody's." 

A  combination  of  unforeseen  and 
uncontrollable  circumstances  caused 
the  89%  earnings  drop,  he  says.  Bad 
luck,  in  short.  "Cement  was  by  far  our 
biggest  problem.  Our  pretax  earnings 
there  dropped  from  $5  million  to  $1.3 
million.  But  the  other  companies  that 
operate  in  our  geographic  area,  like 
Alpha  or  Marquette,  went  into  the 
red.  Last  year  national  cement  ship- 
ments were  off  5%,  but  in  our  region 
were  off  10%  to  15%." 

Penn-Dixie's  steel  investment  (52.4% 
of  Continental  Steel)  held  its  own 
last  year,  he  went  on,  and  aggre- 
gates and  heavy  construction  showed 
a  slight  gain.  Other  declines  occurred 
in  the  smaller  operations:  a  pretax  de- 
cline of  $400,000  in  modular  housing, 
$700,000  in  plastics  and  chemicals 
and  another  $600,000  (including  a 
$282,000  write-off)  in  leasing. 

Oh,  Castle  had  other  problems,  too. 
It  seemed  as  if  everything  was  gang- 
ing up  on  him.  A  company  that  leased 
an  IBM  computer  from  Penn-Dixie 
went  out  of  business.  Then  there  was 
tight  money.  "When  interest  rates 
soared  from  6%  to  10.5%,  it  just  buried 
me!"  says  Castle.  "We  used  to  figure 
we'd  buy  companies  with  bank  money 
at  5%  interest,  pay  ten  times  earnings 


Airlines 


The  Case  of  the  Agile  Flea 

For  years  Icelandic  Airlines  made  out  just  fine  as 
the  only  price-cutter  in  the  crowd.  Can  it  last? 


"EvK.moNE  for  himself!"  cried  the 
elephant  as  he  danced  among  the 
fleas. 

Change  that  to  elephants  and  fleas 
to  flefl  and  you  get  an  idea  of  how 
the  proprietors  of  Icelandic  Airlines 
must  feel  these  days.  For  years,  Ice- 
landic, a  flea  among  airlines,  danced 
pretty  much  to  itself  If  you  didn't 
mind  landing  in  Luxembourg  rather 
than  in  more  popular  European  capi- 
tals and  were  willing  to  book  far  in 
advance,  Icelandic  would  sell  you  a 
round-trip  flight  to  Europe,  complete 
with  good  food  and  friendly  hostesses, 
for  at  least  a  third  less  than  the  big 
airlines  charged. 

The  big  airlines  didn't  like  the  com- 
petition, but  they  could  bear  it.  After 
all,  Icelandic  Airlines  was  small,  had  a 
limited  route  structure  (which  was 
why  it  could  defy  the  airline  indus- 
try's fixed  rates)  and  it  mounted  no 
high-pressure    promotion.    Besides,    it 


carried   just   3%   of   the   transatlantic 
air-passenger  market. 

Icelandic,  started  in  1944  by  three 
Icelanders  returning  home  from  ser- 
vice as  flight  instructors  with  the 
Royal  Canadian  Air  Force,  today  is 
90%-owned  by  its  management.  It  has 
learned  how  to  make  austerity  profit- 
able. It  could  make  money  on  the 
lower  fares  because  they  assured  it  of 
full  planes;  Icelandic's  ratio  of  filled 
seats  last  year  was  73%,  compared 
with  55%  for  the  big  North  Atlantic 
carriers.  On  revenues  of  $27  million 
in  1969  it  netted  $1  million.  That 
profit  wouldn't  have  paid  a  week's  in- 
terest charges  for  Pan  American,  but 
it  was  a  good  return  for  Icelandic, 
which  operates  on  a  shoestring.  It 
owns  no  jets,  leasing  what  it  needs 
on  a  seasonal  basis.  Does  almost  no 
advertising.  Maintains  no  posh  sales 
offices  on  busy  sheets.  Sells  almost  en- 
tirely through  travel  agents.  Last  year 


its  profits  shrank  to  $20,000  on  rev- 
enues of  $35  million,  but  there  were 
nonrecurring  costs:  final  conversion  to 
jets  (Icelandic  was  the  last  of  the  in- 
ternational airlines  to  stay  with  pro- 
peller craft)  and  expansion  of  its  218- 
room  hotel  in  Reykjavik,  Iceland. 

But  now  that  the  big  airlines  have 
broken    $200   on   round-trip   "youth" 
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-sets  and  thus  earn  10%  on  our 
money  and  make  out.  But  when  you're 
paying  10.5?  for  the  money  and  only 
earning  7%,  as  is  the  ease  with  our 
concrete  and  aggregates  companies, 
the  game  changes." 

It  does  indeed.  By  December  1969. 
partialis  as  a  result  of  the  Continental 
Steel  investment,  Penn-Dixie  was  sad- 
dled with  over  S93  million  in  short- 
and  long-term  debt,  against  stockhold- 
ers' equity  of  just  $68.5  million.  Near- 
_"  million  of  that  amount  was  due 
at  a  time  when  interest  rates  for  re- 
financing were  around  12V.  Penn-Dix- 
ie went  into  a  technical  default  on  its 
loans  numerous  times  for  almost  a 
year.  "We  never  missed  a  dividend 
payment  or  an  interest  payment."  sa\s 
Castle  earnestly.  "Not  once.  The  banks 
waived  the  default  at  all  times.  We 
just  tried  not  to  refinance  at  the  top 
of  the  market." 

The  banks  went  along  with  Castle, 
perhaps  because  the)   had  no  wish  to 

go  into  the  steel  or  cement  businesses 

But  the)  made  him  pledge  about  one- 
third  of  Penn-Dixie's  assets  at  liqui- 
dation values 

•le's  next  hurdle  will  be  paying 
hack  ST  million  in  September  and 
another  $20  million  next  April.  To  do 
that  he  hopes  to  sell  Penn-Dixie's  most 
profitable  division— the  aggregates  and 
construction  companies— to  the  public 


Castle  of  Penn-Dixie 


for  over  $20  million,  or  roughly  five 
times  current  earnings.  The  proceeds, 
he  thinks,  will  cover  Penn-Dixie's  Sep- 
tember installment  plus  a  $13-million 
prepayment  on  the  April  installment. 
"Then  we'll  mortgage  some  cement 
plants  for  $20  million,"  Castle  con- 
tinues, "sell  some  more  assets  for  $3 
million,  and  net  a  large  amount  of 
cash— maybe  $17  million— with  which 
to  take  advantage  of  other  opportu- 
nities." 

After  that?  The  future  never  looked 
better,  he  says,  dropping  references 
to  Charles  Allen  of  Allen  6c  Co.  and 
General  Georges  Doriot  of  American 
Research  &  Development.  "Next  year 
our  net  will  be  sharply  higher,"  he 
says.  "Cement  will  triple  because 
there's  going  to  be  a  shortage  in  1972. 
Leasing  will  make  about  $250,000. 
Continental  Steel  we  would  like  to 
keep  as  an  independent  entity  like 
Kaiser  does  with  his  companies.  .  .  ." 

Perhaps,  but  the  strongest  criticism 
of  Jerry  Castle  as  a  businessman  was 
contained  in  his  own  words,  uttered 
shortly  after  he  took  over  Penn-Dixie: 
"The  true  test  of  management  comes 
when  business  is  bad,  not  when  busi- 
ness is  so  good  even  the  liars  are 
making  money."  After  all,  Harold  Ge- 
neen  came  through  the  1970  recession 
with  colors  flying.  How  come  Jerry 
Castle  didn't?  ■ 


Welcomed  by  the  airlines, 
youthful  travelers  to  Europe 
usually  find  accommodations 
scarce  when  they  arrive.  Says 
one  recently  returned  student: 
"It's  really  not  too  bad  if  you 
don't  mind  sleeping  on  park 
benches  and  going  for  sever- 
al  days   without   a   shower." 


fares,  loosing  hordes  of  raunchy 
American  youth  on  European  capi- 
tals, what  happens  to  Icelandic,  the 
little  pioneer  of  transatlantic  rate- 
cutting? 

For  the  moment,  at  least,  the  flea 
remains  untrampled.  John  Loughery, 
Icelandic's  marketing  boss,  claims  its 
planes  are  going  out  85$  to  90'/  full— 
which  is  more  than  Pan  Am  or  TWA 
can  claim  even  with  $200  round  trips. 
One  reason  is  that  Icelandic  is  always 
booked  far  in  advance;  any  reserva- 
tions dropped  by  bargain-hungry 
youths  are  quickly  picked  up  by  older 
people,  who  are  ineligible  for  the 
other  airlines'  "youth"  fares.  Finally, 
Icelandic  was  one  of  the  few  airlines 
that  didn't  jump  into  747s;  it  entered 
1971  with  no  more  capacity  than  it 
had  in  1970. 

But  by  early  July  Icelandic  could 
see  a  crunch  coming,  so  it  took  steps 
to  try  to  soften  it.  It  filed  for  a  youth 
fare  of  its  own  to  start  on  Aug.  1— 
an  incredible  $165  round  trip  fare  be- 
tween New  York  and  Luxembourg. 

Why  did  Icelandic  give  in?  Because 
it  was  afraid  that  in  late  summer,  af- 
ter the  peak  vacation  period,  there 
would  no  longer  be  a  long  waiting  list 
of  over-30  passengers  to  make  up  for 
youth  cancellations. 


"Youth  fares  aren't  profitable," 
Loughery  had  told  Forbes  before  Ice- 
landic came  up  with  one  of  its  own. 
And  that  should  go  double  at  the  low, 
low  level  of  Icelandic's  newly  an- 
nounced youth  fare.  But  Vice  Chair- 
man Sigurdur  Helgason  insists  he  is/t 
overly  worried  about  damage  to  Ice- 
landic's profits.  "We  won't  allocate 
too  large  a  space  for  youth  passen- 
gers," he  says.  "This  issue  isn't  as  crit- 
ical for  us  as  it  is  for  others."  He's 
confident  that  Icelandic  will  continue 
to  attract  large  numbers  of  older  pas- 
sengers with  its  lower  fares  for  that 
age  group. 

"We  run  a  tight  shop,"  Helgason 
reminds  his  competitors.  "We  have  no 
grandiose  plans.  We're  fairly  well  sat- 
isfied with  our  3'i  of  the  market."  Ice- 
landic has  recently  added  another 
route,  Nassau  to  Luxembourg,  but  has 
no  further  expansion  plans.  "Look  at 
the  other  airlines,"  says  Helgason. 
"Look  at  their  economics.  What's  the 
purpose  of  more  routes,  of  big  expan- 
sion?" Bigger  airlines  that  allowed 
themselves  to  be  talked  into  massive 
fleet  expansions  should  be  so  wise. 

It  could  well  be  that  the  elephants 
will  simply  trample  one  another  and 
that  the  flea  will  make  its  escape  rel- 
atively unscathed.    ■ 
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Wall  Street's  New  Fashions 

Stocks  haven't  been  very  kind  to  most  investors  lately.  So 
Wall  Street  has  been  pushing  several  new  lines  of  merchandise. 


Badly  burned  in  1969  and  1970, 
left  behind  in  the  great  rally  of  1970- 
71,  the  ordinary  investor  has  soured 
on  common  stocks.  They  were  sup- 
posed to  be  the  great  antidote  to  in- 
flation. As  it  turned  out,  few  of  them 
were.  The  small-  and  medium-sized 
investor  has  turned  away  to  a  degree 
that  has  badly  hurt  most  retail  invest- 
ment houses. 

What  are  the  brokers  doing?  What 
any  good  retailer  would  do.  They  are 
stocking  fresh  kinds  of  merchandise. 
Individual  investors  may  not  be  hap- 
py about  the  stock  market,  but  they 
are  more  worried  than  ever  about  in- 
flation and  taxes.  The  new  investment 
merchandise  is  geared  less  to  capital 
appreciation  than  to  other  supposed 
benefits:  minimizing  taxes;  hedging 
against  inflation;  superhigh  yields. 

One  item  is  bonds,  particularly  cor- 
porate bonds.  Last  year  individuals  pur- 
chased close  to  60%  of  all  such 
issues— quite  a  switch  from  the 
preponderance  of  institutional 
buying  only  five  years  ago.  As 
for  municipals,  individuals  sold 
more  than  they  bought  last 
year,  despite  sky-high  munici- 
pal yields. 

But  commissions  are  low  on 
bonds.  The  Street  needed  mer- 
chandise that  carries  higher 
markups.  Beal  estate  and  oil 
and  gas  have  become  especial- 
ly popular.  Until  fairly  recent- 
ly, real  estate  and  oil  drilling 
participations  were  sold  most- 
ly by  specialized  salesmen  out- 
side of  the  regular  financial 
community;  but  the  money  has 
gotten  too  big  for  Wall  Street 
to  ign 

Last  ye  the 

financial  comi  ■';  -!!ng 

some    of    the 

ment    firms— moved    over    $2 
billion    in    realty 

Basically,  there  are  tWG  kinds  of  really 
trust  investments  in  fashion  toda} 
sometimes  the  two  are  mixed  in  a  sin- 
gle  vehicle.   The   mortgage   trust  in- 
vests in  both  long-term  mortj  . 
(more  frequently)   in  short 
struction  loans,  which  pay  I 
est    rates    and    are   normally 
reach  for  the  average  investoi ; 
erages  its  capital  with  borrowe 
ey,  thus  increasing  both  yield  ar 
The   equity    trust    invests    directly    in 
properties.  These  generate  income  and 
gradually  build  up  equity  and  some 
tax  benefits  to  the  stockholders,  hold- 


ing out  the  hope,  well  down  the  line, 
of  an  inflation  hedge.  Another  form 
of  real  estate  investment  is  the  syndi- 
cation of  income-producing  properties 
like  apartment  buildings,  in  which  the 
investor  is  a  limited  partner,  not  a 
stockholder.  The  primary  objective  of 
a  syndication  is  tax-sheltered  income. 
On  all  these  types  of  realty  invest- 
ments, dealers,  salesmen  and  invest- 
ment advisers  grossed  a  total  of  some- 
thing like  $150  million  in  commissions 
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and  fees  last  year— which  isn't  hay. 
Sales  of  oil  and  gas  drilling  funds 
came  to  perhaps  $300  million,  yielding 
some  $30  million  to  $35  million  to 
salesmen  and  sponsors.  These  funds 
are  somewhat  complicated  arrange- 
ments whereby  the  investor's  money 
is  channeled  into  specific  oil  drilling 
projects.  They  carry  two  prospective 
benefits:  a  tax  shelter  and  the  long- 
shot  hope  of  a  rich  strike. 

It  is  hardly  surprising  that  the  in- 
vestment community  has  been  going 
after  this  kind  of  business.   Without 
these  additional  sources  of  sales  and 
income,   it's   a  safe  bet  that   a   good 
many  more  brokerage  branches  would 
have    closed    their    doors    and    many 
more  customers  men  quit  the  business. 
This  year,  though  figures  are  few, 
the  flow  of  such   issues   is   still  sub- 
stantial. There  are  signs  of 
weakness      among      some 
West  Coast  realty  syndica- 
tions, and  the  number  of 
REITs  (real  estate  invest- 
ment trusts)  sold  this  year 
has     also     slowed     down 
somewhat.  Oil  funds  nor- 
mally have  their  big  sell- 
ing season  in  the  second 
half    of    the    year,    when 
drillers  are  readying  their 
programs  for  the  following 
year   and   when   the   pro- 
spective   buyers    have    a 
clearer  fix    on    their    tax 
status  for  the  year.  Inter- 
est here  has   begun  pick- 
ing  up   over   sharply   de- 
pressed 1970. 

On  the  other  hand,  net 
new    mutual    fund    sales 
continue    to    decline    pre- 
cipitously again  this  year, 
by    43%    at    last    report. 
And    corporate    bonds,    even    when 
yielding  8%,  are  not  very  exciting,  and 
moreover,  the  income  is  fully  taxable 
for  individuals. 

Under  these  conditions,  anything 
smacking  of  land,  real  estate, 
wealth  in  the  ground  looks  at- 
tractive. So  does  anything  that 
carries  tax  advantages;  every- 
one knows  that  the  way  the 
rich  stay  rich  is  by  knowing 
how  to  minimize  the  tax  bite. 
Smart  salesmen  have  played 
all  this  to  the  hilt.  Today,  they 
point  out,  you  don't  have  to  be 
rich  to  benefit  from  tax  advan- 
tages. Because  of  the  steeply 
progressive   nature   of   the   in- 
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come  tax,  a  family  man  earning 
$44,000  a  year  in,  say,  Xew  York 
City,  finds  himself  in  a  505?  tax  brack- 
et. And  a  S25.000-a-year  bachelor  is 
also  smack  in  the  50*?  bracket. 

"A  surprisingly  large  number  of 
people  in  this  country  are  in  a  partial 
or  total  position  to  take  advantage  of 
tax  shelters."  says  Michael  Monier,  an 
assistant  %'ice  president  in  U.S.  Trust 
Co.'s  specialized  financial  services. 
Some  estimate  that  anywhere  from 
800,000  to  1  million  Americans  are 
flirting  with  the  50%  bracket.  By  1980, 
given  continuing  inflation  and  some 
growth  in  the  economy,  that  figure 
could  easily  double.  Ten  years  ago, 
the  figure  was  only  350,000.' 

These  investments  are  by  no  means 
restricted  to  a  fringe  of  the  investment 
business.  Only  last  month,  for  exam- 
ple, the  illustrious  Wall  Street  invest- 
ment banking  firm  of  Lazard  Freres 
&  Co.  with  Peerage  Properties,  Inc.  or- 
ganized a  real  estate  trust,  Corporate 
Property  Investors,  and  privately 
placed  shares  totaling  $75  million. 
The  trust  will  invest  in  shopping  cen- 
ters and  in  properties  occupied  and 
leased  by  corporations.  A  few  weeks 
earlier.  Lazard  had  underwritten  its 
second  real  estate  investment  trust  of- 
fering, the  $75-million  convertible  de- 
bentures of  Connecticut  General 
Mortgage  and  Realty  Investments. 

Around  the  same  time,  Smith,  Bar- 
ney &  Co.  announced  the  formation 
of  SB  Partners,  a  public  vehicle  to 
enable  investors  to  participate  in  the 
Ownership  of  equity  interests  in  in- 
come-producing real  properties. 

Last  month,  too,  prestigious  Mor- 
gan Stanley  went  deeper  into  the  area. 
It  had  already  underwritten  three 
REITs,  and  late  in  1969  entered  the 
real  estate  field  with  acquisition  of 
the  leading  corporate  real  estate  firm 
of  Brooks  Harvey.  Now  it  has  brought 
out  a  large  oil  and  gas  drilling  deal, 
the  $25-million  Conoco  Exploration, 
Ltd.  oil  drilling  fund. 

Familiar  Ground 

Many  Wall  Street  firms,  of  course, 
have  been  in  some  or  all  of  these 
areas  for  several  years,  but  not  on  to- 
day's scale.  Some,  like  Eastman  Dil- 
lon, Union  Securities,  have  dealt  mainly 
with  institutional  clients  or  privately 
with  well-heeled  individual  investors. 
Some  early  entrants:  Kidder,  Peabody; 
Shearson,  Hammill  and  Paine,  Web- 
ber, Jackson  &  Curtis.  Nearly  two 
years  ago  White,  Weld  underwrote 
Investment  Property  Associates,  a 
complex  $82-million  real  estate  deal. 

Into  the  picture,  too,  have  come 
securities-selling  organizations  like 
IDS,  Vance  Sanders  and  Putnam 
Fund  Distributors.  They  sell  others' 
oil   drilling  programs   and   some  real 


estate    participations    in    addition    to 
their  mutual  fund  staples. 

Late  last  year  a  City  Investing  sub- 
sidiary, Westamerica  Securities,  had 
900  salesmen  in  some  40  states  sell- 
ing limited  partnerships  in  income- 
producing  properties  developed  by  a 


have  been  around  since  the  early  Six- 
ties, but  there  were  only  a  handful 
of  public  trusts  for  five  or  six  years. 
Suddenly  they  erupted  in  the  late 
1960s,  and  now  there  are  some  90  of 
them,  vs.  25  three  years  ago.  In  fact, 
so  swift  has  been  their  growth  that, 


Red  Ink;  Red  Face.  California  Governor  Ronald  Reagan,  a  million- 
aire from  enfertainment  and  ranch  investments,  paid  no  state  income 
taxes  last  year  on  his  $44,000  salary  (it's  now  $49,000).  Part  of  the 
reason  was  his  skillful  use  of  tax  shelters,  including  cattle-breeding  pro- 
grams. While  perfectly  legal,  it  is  politically  embarrassing  to  the  governor. 


Palo  Alto,  Calif,  real  estate  firm,  Car- 
riage Cos.  Since  then,  Westamerica 
has  switched  to  selling  other  syndica- 
tors'  packages. 

California,  the  most  populous  state, 
has  become  the  hottest  place  for  realty 
syndications  big  and  small.  Something 
on  the  order  of  $200  million  has  been 
sold  since  January  1970.  Most  of  the 
syndications  covered  apartment  build- 
ings, but  also  included  were  some  of- 
fice buildings,  tracts  of  unimproved 
land,  a  few  citrus  groves  and  even 
restaurants. 

Cattle  also  is  being  sold  in  the  form 
of  participations.  In  November  1970 
a  Los  Angeles  financial  services  firm, 
Equity  Funding,  quickly  sold  $10  mil- 
lion worth  of  participations  in  Ankony 
Breeding  Systems. 

With  all  this  hard  sell  behind  them, 
publicly  owned  real  estate  investment 
trusts  now  have  some  $4  billion  in  as- 
sets, vs.  less  than  $1  billion  three  years 
ago.    Real    estate    investment    trusts 


according  to  Kenneth  Campbell,  head 
of  Audit  Investment  Research,  Inc., 
which  publishes  two  real  estate  letters, 
"Real-estate-related  investments  proba- 
bly accounted  for  some  16%  of  all 
underwritings  in  1970." 

These  underwriting  deals  are  far 
more  lucrative  for  salesmen  than  sell- 
ing ordinary  stocks.  Underwriting  com- 
missions run  from  an  average  5.5%  to 
as  much  as  10%  in  some  realty  trust 
deals.  Then,  too,  annual  management 
fees  can  run  to  as  high  as  1.2%,  or 
2M  times  mutual  fund  management 
fees.  REITs  also  throw  off  commit- 
ment fees  and  loan  disbursement  fees, 
which  can  be  quite  profitable.  Usually 
the  management  company  is  a  mort- 
gage firm  or  institution.  There  are, 
however,  a  number  of  brokerage  firms 
which  control  the  management  com- 
pany, as,  for  example,  Merrill  Lynch 
does  with  Hubbard,  Westervelt  & 
Mottelay,  manager  of  Hubbard  Real 
Estate  Investments.  Smith,  Barney  al- 
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Finance,    Rube    Goldberg    Style.    Many   high-income 
investors  have  gone  into  tax-sheltered  and  other  com- 


plicated investments,  scarcely  understanding  either  the 
risks    that    they     incur     or    the    high     cost    of    entry. 


so  has  an  interest  in  a  management 
company,  while  Merrill  Lynch  also 
underwrote  five  other  trusts  in  the  last 
few  years,  thereby  obtaining  two 
more  management  contracts. 

What  makes  real  estate  so  attractive 
is  that  the  potential  supply  of  proper- 
ties and  of  profitable  loans  seems  al- 
most limitless.  As  soon  as  an  REIT 
spends  its  cash,  it  often  comes  back 
for  more.  Not  only  Merrill  Lynch  but 
both  Shearson,  Hammill  and  E.F.  Hut- 
ton  have  raised  capital  repeatedly  in 
a  relatively  short  period. 

E.F.  Hutton,  for  example,  has  done 
five  private  and  public  financings  for 
NAMI  Mortgage  Trust.  Between  1968 
and  mid-1971,  Hutton,  for  its  services, 
received  close  to  $800,000  in  gross 
commissions  and  fees  for  public  un- 
derwritings  and  for  placing  securities 
privately  with  institutional  investors. 
Management  fees  paid  to  Sonnenbliek- 
Goldman,  NAMI's  investment  advisor, 
came  to  $336,000  in  1970.  In  1969- 
70,  S-G  also  received  commissions  to- 
taling $1.3  million  from  borrowers  for 
placing  mortgages  with  the-  trust,  and 
paid  $490,000  to  its  salesmen  as  com- 
mission lor  placing  mortgages. 

That  wasn't  all.  Officers  of  S-G  1 
trustees  of  NAMI  received  200,000 
shares  of  stock  in  1968,  under  invest- 
ment letter,  at  $6  and  $7  a  share 
Today  NAMI's  shares  sell  around  $26. 
Paper  profit:  close  to  $4  million. 

In    repeatedly    coming    to    market, 


the  oil  and  drilling  programs  resemble 
the  REITs.  But  in  most  every  other 
respect,  oil  and  gas  participations  are 
different  animals.  What  is  attractive 
here  is  neither  leverage  nor  hedge 
against  inflation,  but  purely  and  sim- 
ply a  tax  shelter.  Unlike  REITs,  they 
are  limited  partnerships  or  joint  ven- 
tures and  have  virtually  no  market- 
ability or  liquidity.  Often  additional 
funds,  sometimes  with  no  limitations, 
are  required  when  program  costs  ex- 
ceed estmates.  The  investor  who 
can't  put  up  the  extra  money  can  lose 
a  great  deal  of  his  program. 

Drilling  for  oil  and  gas  is  obvious- 
ly very  risky  and  incredibly  complex. 
Very  well-heeled  individuals  have 
usually  provided  the  money.  The  tax 
shelter  arises  from  the  high  percentage 
write-off  (80%  to  100%)  of  intangible 
exploration  and  development  costs 
allowed  to  be  expensed.  That,  com- 
bined with  the  22%  depletion  allow- 
ance, enabled  high-bracket  individuals 
to  utilize  income  dollars  that  would 
otherwise  have  gone  in  taxes. 

For  the  privilege,  however,  the  in- 
vestor pays  hefty  fees. 

Here  are  a  few  examples  of  some 
drilling  programs  as  spelled  out  in 
recent  prospectuses.  Hanover  Drilling 
Fund  was  underwritten  on  a  typical 
best-effort  basis  by  Hornblower  & 
Weeks-Hemphill,  Noves.  From  each 
$10,000  unit,  Hanover  receives  $600, 
half  of  which  is  paid  to  Hornblower 


and  others  in  the  form  of  sales  com- 
missions. There  is  also  a  7.5%  over- 
riding royalty  on  production  from 
leasehold  interest,  nearly  half  of  which 
goes  to  Hornblower  as  future  com- 
missions. What  if  the  well  pays  off? 
First,  the  investor  recovers  his  share  of 
acquisition,  drilling  completion  and 
operating  costs.  After  that,  both  ex- 
penses and  income  production  are 
shared  on  a  75%-25%  basis;  at  this 
point,  Hanover's  7.5%  overriding  royal- 
ty converts  into  a  25%  interest.  Since 
the  fund  is  a  balanced  one,  half  ex- 
ploratory and  half  development  wells, 
the  risk  of  the  program  not  producing 
any  oil  at  all  is  substantially  reduced. 
However,  the  investors'  potential  re- 
turn also  is  significantly  reduced. 

Not  all  oil  and  drilling  funds  are 
underwritten  by  investment  houses. 
But  even  those  that  aren't  often  sell 
participations  through  stock  exchange 
member  firms  or  the  National  As- 
sociation of  Securities  Dealers  or 
through  the  sponsor's  own  sales  force. 

One  of  the  hottest  outfits  in  oil 
and  gas  drilling  has  been  Realto  P. 
(Rick)  Clinton's  Clinton  Oil  (Forbes, 
Aug.  1,  1969).  Rick  Clinton  has  sold 
nearly  $150  million  in  participations 
in  the  past  eight  years.  His  1970-71 
offering,  $125  million  last  year,  was 
made  very  attractive  to  Clinton  sales- 
men and  members  of  the  NASD.  On 
a  minimum  subscription— $25,000— 
the  selling  salesman  got  6'/  plus  a  1% 
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Kennedy  when  NASA  terminated 
much  of  its  space  activity  there.  Seat- 
tle apartment  build'ngs  are  only  par- 
tially full  because  of  the  decline  in 
aerospace  employment.  Great  South- 
west Corp.  and  Four  Seasons  Nursing 
collapsed,  leaving  REITs  that  hold 
their  mortgages  with  some  big  head- 
aches. Yes,  it  may  come  back,  but  the 
investor  will  have  his  money  tied  up 
for  five  years  or  more. 

The  cattle  shelter  business  is  quite 
risky,  too.  Thousands  of  investors  in 
Black  Watch  Farms,  a  subsidiary  of 
Bermec  Corp.,  found  their  more  than 
$10  million  investment  in  cattle  totally 
worthless  last  year,  in  part  because 
of  changes  in  the  1969  Tax  Reform 
Act  and  in  part  because  of  poor  man- 
agement decisions.  As  a  result,  in- 
vestors not  only  lost  their  investment, 
but  also  were  hit  by  additional  IRS 
tax  assessments.  Subsequently  the  com- 
pany filed  under  Chapter  11  and  then 
was  forced  into  Chapter  10. 

Bonds?  They're  safe  enough,  by  and 
large,  but  even  with  today's  high 
yields,  the  investor  is  only  modestly 
ahead  when  you  consider  what  in- 
flation is  doing  to  his  principal. 


"finder's  fee."  Every  sale  thus  yielded 
S  1,750  in  commissions.  A  similar  or- 
der for  ordinary  stocks  would  bring  in 
$300.  But  that\  not  all.  Rick  Clin- 
ton's management  company,  which  he 
and  other  officers  control,  took  an- 
other 7.5%  after  expenses  and  ret. mis 
50%  of  the  net  receipts— plus  monthly 
well  charges  where  Clinton  Oil  acts 
as  operator  or  drilling  contractor. 
Imagine  a  mutual  fund  that  charged 
about  15"  in  fees  and  commissions 
and  took  half  of  the  profits— if  any. 

Hurt  by  a  poor  stock  market  and 
the  collapse  of  oil  drilling  outfit  King 
Resources,  Clinton's  high  charges  and 
flamboyant  methods  seem  to  have 
worn  a  little  thin.  Last  year's  program 
brought  in  only  $11  million,  less  than 
one-tenth  of  what  Clinton  had  sought. 

Cattle-breeding  participations  are 
similar  to  oil  deals.  They  carry  tax 
shelters;  are  nontransferable;  and 
are  subject  to  additional  calls  on 
funds.  Late  last  year,  New  York  Se- 
curities, a  member  firm,  underwrote 
a  $4.5-million,  13,000  herd  of  Com- 
mercial Cattle  Co.  This  was  a  limited 
partnership  interest  deal.  New  York 
Securities  was  to  receive  a  commis- 
sion of  $180,000  if  all  of  it  were  sold. 
However,  it  was  possible,  under  sev- 
eral conditions,  for  New  York  Securi- 
ties to  obtain  up  to  a  maximum  of 
10%  of  the  offering  price.  The  man- 
agement company,  Oppenheimer  In- 
dustries of  Kansas  City,  Mo.,  will 
receive  a  fee  for  arranging  for  super- 
vising and  maintaining  the  herd, 
computed   at   4.5%    of   the   operating 
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expenses,  or  roughly  $220,000. 

Are  oil  and  realty  participations, 
bought  retail  from  investment  houses, 
the  answer  for  investors  frightened  of 
taxes  and  inflation  and  seeking  max- 
imum yields?  In  some  instances,  per- 
haps, but  there  are  some  drawbacks. 

For  one  thing,  many  shrewd  invest- 
ment men  think  that  the  risk/ reward 
ratio  is  extremely  unfavorable.  Put 
simply,  the  possibilities  of  loss  exceed 
the  possibilities  of  gain.  Especially  is 
this  so  when  so  much  of  the  original 
investment  and  subsequent  gains— if 
any— are  siphoned  off  in  sales  and 
management  charges. 

In  oil  and  gas  drilling  funds,  the 
possibilities  of  striking  it  rich  are  very 
limited.  In  most  cases,  all  an  investor 
can  hope  to  get  back  is  a  tax  saving 
of  some  50%  on  the  dollar.  But  when 
it  comes  to  a  positive  return,  forget  it. 
Said  one  tax  shelter  adviser,  "I've  gone 
through  hundreds  of  oil  drilling  pro- 
grams, and  I  found  no  more  than  1% 
that,  after  all  costs,  have  provided  a 
positive  return."  Oilmen  insist  the  re- 
turns are  better,  but  even  they  admit 
they  are  no  higher  than  on  a  bond. 

In  realty,  the  prospects  generally 
are  for  gradual  appreciation.  But  since 
real  estate  deals  involve  leverage  with 
borrowed  money,  there  is  always  the 
chance  for  a  very  substantial  loss  to 
the  equity  investor.  Yes,  much  real 
estate  does  appreciate.  But  much  also 
declines  in  value  over  the  years,  with 
shifts  of  population  and  rising  tax 
burdens.  Look  at  what  happened  to 
real  estate  values   in  Florida's   Cape 
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By  contrast,  good  stocks,  particu- 
larly well-run  mutual  funds,  offer  a 
diversification  of  risks  and  of  oppo  - 
tunities  that  few  packages  o!  -.il 
estate  or  oil  drilling  can  match. 

Investors  are  learning— painfully,  it 
is  true,  but  learning— how  to  read  bal- 
ance sheets  and  income  statements,  to 
study  the  footnotes.  But  how  do  they 
judge  the  geological  prospects  of  oil 
drilling?  Or  the  real  worth  ol  a  piece 
of  real  estate? 

A  serious  drawback  of  much  of  this 
oil  and  real  estate  and  cattle  investing, 
of  course,  is  the  heavy  front-end  sales 
and  management  Ices.  A  study  by 
the  Los  Angeles  accounting  firm  of 
Kenneth  Leventhal  &  Co.  shows  that 


Wheeler-dealer  John  King's 
spectacular  business  and  personal 
reverses  might  have  been  expect- 
ed to  cast  a  shadow  over  the  sale 
of  oil  and  gas  drilling  investments. 
After  all,  his  King  Resources  had 
been  king  of  the  industry.  But 
here  was  John  King,  angry  but 
not  chastened,  appearing  before  a 
group  of  oil  and  gas  drilling  spon- 
sors and  salesmen  at  New  York's 
Hilton  Hotel  last  month.  And  here 
were  many  of  the  several  hundred 
participants  rising  to  their  feet  to 
cheer  him. 

Sure,  he  had  made  mistakes, 
King  said,  but  the  real  villains  were 
"certain  powerful  congressmen, 
government  bureaucrats  and  bank- 
ers— who  arc  helping  turn  the  U.S. 
into  an  oil  have-not  nation." 


King  of  King  Resources 


various  fees  took  16%  off  the  top  on  a 
recent  group  of  West  Coast  realty 
syndications.  That  still  may  leave  in- 
vestors with  a  reasonable  return  in 
some  cases  anyway,  according  to 
Leventhal.  However,  syndicators  aren't 
through  at  this  point  by  a  long  shot. 
In  most  cases  they  also  take  a  sub- 
ordinated interest  in  the  profits,  which 
on  average  runs  to  13%  and  in  some 
cases  as  much  as  25%.  Did  we  hear 
somebody  complain  about  mutual 
fund  loading  charges?  Or  the  $15 
Xew  York  Stock  Exchange  commis- 
sion surcharge? 

Finally,  there  is  the  problem  of 
liquidity.  If  he  should  have  to  sell 
out  in  the  early  stages  of  an  oil  or  a 

—Ghost  at  the  Feast— 

The  final  line  brought  the  cheers. 
"I  will,"  John  King  promised,  "be 
back  bigger  than  ever." 

The  following  day  King  was  fol- 
lowed to  the  podium  by  Realto  P. 
(Rick)  Clinton,  whose  complicated 
operations  were  the  subject  of  a 
highly  critical  Forbes  article  (Aug. 
i,  1969).  Clinton  was  more  for- 
tunate than  King.  Even  though  his 
company  was  losing  some  money 
this  year,  he  wasn't  threatened  with 
bankruptcy  as  King  was. 

Clinton,  too,  brought  cheers. 

But  not  everybody  is  cheering. 
Milton  A.  Dauber,  head  of  GeoDy- 
namics  Oil  &  Gas,  admits  frankly 
that  the  investor  isn't  getting  a  very 
good  break  in  most  of  the  drilling 
programs  that  have  been  marketed 
to  date.  "The  industry,"  he  says, 
"has  got  to  employ  techniques  used 
in  other  investment  areas  to  load 
the  risk /reward  ratio  more  in  fa- 
vor of  the  investor." 

Dauber  says,  however,  that  some 
of  the  newer  programs  are  more 
favorable  to  the  investor.  "The  lar- 
ger companies  are  definitely  mov- 
ing into  the  area  and  will  give  oil 
drilling  a  better  image." 

The  first  truly  large  company  to 
move  in  has  been  Continental  Oil. 
Morgan  Stanley  plans  to  underwrite 
^25  million  of  the  ultimate  three- 
year.  $75-million  program.  By  pass- 
ing the  tax  shelter  on  to  the  in- 
vestor. Continental,  in  effect,  gets 
drilling  money  at  a  relatively  cheap 
price.  Because  Continental  itself  is 
relative!}  low  tax  bracket, 
mtal  is  better  oil  passing  the 
intangible  drilling  costs  on  to  high- 
ln  u  kel  investors  than  in  using  them 
itself.    (  iii.il     will    capitalize 

I  oi  its  costs.  Also,  the  financing 
does  not  app<  as  a  liability  on  its 
balance  sheet. 

Th<  ..]  also  gives  the 


syndication  program,  an  investor  very 
likely  will  get  clipped  for  a  sizable 
discount.  The  REITs  at  least  give  an 
investor  a  ready  market  for  selling  out 
because  a  good  number  of  them  are 
listed  on  stock  exchanges.  But  even 
here  an  investor  may  have  to  sell  out 
at  a  discount,  as  in  many  closed-end 
mutual  funds. 

These  deals  are  supposed  to  be 
opening  sophisticated  investment 
channels  to  the  middle-range  investor. 
Perhaps  so,  but  next  time  a  salesman 
waxes  eloquent  over  his  tax  shelters 
and  inflation  protection,  remember  the 
question  the  humorist  asked  years  ago 
about  Wall  Street  brokers:  "But  where 
are  the  customers'  yachts?"  ■ 


investor  some  breaks  that  past  deals 
have  not.  Unlike  most  existing  pro- 
grams, it  charges  no  management 
fee,  and  it  agrees  to  buy  back  the 
interests  at  stated  percentages  of 
their  value. 

For  Morgan  Stanley,  the  deal  is 
attractive,  too.  Its  gross  commis- 
sion will  be  7.5%,  which  means  that 
if  the  program  sells  out  over  a 
three-year  period  at  the  same  com- 
mission rate,  Morgan  and  its  sell- 
ing syndicate  would  take  in  §5.6 
millions.  After  Morgan  sells  the  first 
$25  million,  Conoco  will  put  up 
the  rest  if  Morgan  can't  raise  the 
remaining  $50  million. 

Should  the  Conoco  deal  go  over 
well,  it  could  substantially  alter  the 
way  in  which  domestic  oil  drilling 
is  financed. 


Clinfon  of  Clinton  Oil 
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Cost  accounting  takes  less  space 
today  because  of  tiny  semiconductors 
from  North  American  Rockwell. 

These  microelectronic  systems 
are  one-eighth-inch  square,  as  thin 
js  writing  paper  and  contain  hundreds 
of  complete  circuits.  Born  and  bred 
from  the  aerospace  experience  of  our 


Autonetics  Division,  these  systems  are 
now  working  in  desk-top  calculators, 
minicomputers  and  various 
multiplexing  systems. 

We're  the  only  supplier  who 
has  mass-produced  them.  Currently 
we  turn  out  more  than  3  million 
a  year.  Microelectronics,  like 


* 


automotive  components  and  nuclear 
energy,  is  part  of  our  daily  business. 
Each  technology  is  distinct,  and  each 
shares  with  one  another. 

For  more  about  North  American 
Rockwell  and  our  semiconductors, 
write  Box  707,  El  Segundo,  Calif.  90245. 
Ask  for  "Microelectronics'.' 

North  American  Rockwell 


When  North  American  Rockwell 
shrinks  a  calculator, 

North  American  Rockwell 
shrinks  a  calculator. 


General  Electric... 
Industry's  leading  par 
in  industrial  automatic 
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at  Mobil  Oil  Corporation  .  .  .  GE-PAC  4020  process  automation  system  produces  higher  value  petroleum  yields  at  Beaumont  refinery.  GE  406C 
computers  at  Mobil  Pipeline  Company's  Dispatch  Control  Center,  Dallas,  assist  in  the  surveillance  and  operation  of  a  6000  mile  network 

••making  and  moving  fuels  faster* 

...automatically 

Pipelining  and  refining  petroleum... machining  aircraft  parts... rolling  aluminum - 
General  Electric  automation  systems,  and  service  increase  output,  improve  product  quality. 


At  Mobil  Oil  Corporation,  Beaumont,  Texas,  a  Gen- 
eral Electric  automated  system  monitors  five  dif- 
ferent petroleum  refinery  processes,  three  under 
computer  control,  to  produce  higher  yields  of  gas- 
oline and  jet  fuels — 160,000  barrels  a  day.  The  GE 
automated  system,  involving  one  crude  oil. unit  and 
four  secondary  processing  units,  uses' ljD.00.  analog 
inputs  and  30  computer-generated  sel&oints  to 
adjust  flows  and  temperatures. 

Another  GE   automation   system   in   Mobil   Pipeline 
Company's   Dallas   dispatching   control  ■center,  as- 
sists in  the  surveillance  and  operation  ol 
network  supplying  crude  oil  and   petroleum  prod- 
ucts throughout  Texas  and  the  Soutl 
motely    operated    pipeline    network: 
pump  drives  and  controls.  A  GE  proo 
cuts  scheduling  time  from  12  hours  to") 
increases     dispatcher     efficiency     and  •'• 
throughput. 

From  systems  planning  through  installalior 
after-sales  service,  GE's  partnership  apjbyocii 
automation  is  helping  industry  increase  prj 
quality  and  output  at  lower  costs. 
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at  North  American  Rockwell .  .  . 

GE  numerical  equipment  control  automat- 
ic,illy  directs  machining  ol  aircraft  wing 
supports,  other  complex  aerospace  com- 
ponents— dramatically  reducing  costs,  im- 
Bray.ing  precision  and  parts  quality  over 
Conventional  machining. 


at  Reynolds  Metals  .  . . 

28  year  old  aluminum  hot  strip  mill  is  mod- 
ernized with  new  GE  automated  drives, 
controls  and  process  computer.  GE  auto 
mated  system  regulates  speed,  gauge, 
tension  for  better  product  quality  and  a 
100%  increase  in  on-gauge  (  '  .002")  out- 
put of  most  aluminum  alloy. 


GENERAL 


ELECTRIC 


Losing  the  Edge 


Gillette  emerged  from  the  razor  blade  wars  of  a  decade  ago 
with  only  a  few  nicks.  Its  wounds  could  be  deeper  this  time. 


Being  a  high-flying  marketer  is  rather 
like  riding  a  bicycle:  Unless  you  keep 
moving,  you're  apt  to  fall  down.  That's 
what  made  it  so  serious  back  in  1962 
when  Britain's  Wilkinson  stole  a 
march  on  Gillette  by  introducing  the 
stainless-steel  blade.  Before  Gillette 
countered  with  its  own  stainless-steel 
blade  and  got  its  marketing  back  into 
high  gear,  its  margin  on  sales  fell  from 
16?  to  12.6?,  and  its  return  on  share- 
holders' equity  dropped  from  a  spec- 
tacular 42'?  to  31*. 

Gillette  recovered,  and  after  1965 
seemed  to  pick  up  speed  again.  Since 
then  its  sales  have  doubled,  to  last 
year's  $673  million,  and  its  33%  aver- 
age Bve-year  return  on  equity  put  it 
among  the  half-dozen  most  profitable 
'    S     companies    (Forbes,   Jan.   1). 

Nevertheless,  there  are  distinct  signs 
that  Gillette  is  once  more  starting  to 
lose  momentum— and  this  time  not 
from  a  Single  bold  stroke  by  any  one 
competitor.    For    example,    last    year's 

$66  million  in  reported  earnings  was 
almost  unchanged  from  the  year  be- 
fore, and  up  only  51  since  L968,  even 
with  sales  advancing  by  some  22%.  In 
fact.  Gillette's  net  before  taxes  de- 
clined in  both  L969  and  1970;  only  a 
lower  provision  for  taxes  saved  the 
company  from  an  earnings  decline  in 
both  years. 

Close  Shove 

Gillette's  profit  margin  on  sales 
(nearly  107  last  year)  and  its  return 
on  equity  (317)  would  be  the  envy  of 
most  companies.  But  the  fact  is  that 
these  days  Gillette  is  running  into  a 
marketing  environment  that  is  far  more 
competitive  than  anything  it  has  ever 
raced  before. 

As  a  result,  says  cosmetics  analyst 
Jane  X.  Judge,  vice  president  of  W.E. 
Hutton  &  Co.,  "Lately,  profit  margins 
in  the  cosmetic  and  toiletries  busini  ss 
have  come  under  increasing  pressure. 
Sometimes  you  have  to  spend  just  to 
stand  still." 

Gillette  has  certainly  spent:  Nearly 
20%  of  its  sales  dollar  goes  into  pro- 
moting its  products,  which  are  pre- 
dominantly (almost  807)  made  up  of 
men's  and  women's  toiletries.  But 
while  its  U.S.  sales  grew  167  in  the 
last  two  years,  its  earnings  in  the  U.S. 
fell  by  some  147.  Practically  all  of 
that  decline  was  chargeable  to  Gil- 
lette's Sterilon  subsidiary,  a  maker  of 
disposable  surgical  equipment,  and  its 
Eve  of  Rome  cosmetics  line,  which 
together  lost  over  $7  million  before 
taxes    last    vear.    Eve    of    Rome    has 


since  been  dumped  and  Sterilon  sold 
to  Dart  Industries;  but  even  without 
these  losers,  Gillette's  U.S.  earnings 
would  have  shown  no  gain. 

And  the  competitive  pressures  grow 
steadily.  Men's  products,  primarily 
razors  and  blades,  are  still  Gillette's 
chief  business,  accounting  for  56%  of 


You  Spray  It  .  .  .  when  it's 
called  Right  Guard,  Gillette's 
top-selling  deodorant,  but  not 
when  it's  named  Dry  Look.  In 
the  latter  case,  it's  called  hair 
groom.  Just  now,  Dry  Look  is 
fighting  with  Alberto-Culver's 
Command  for  top  spot  in  the 
men's     hair    groom    market. 


sales  and  82%  of  earnings.  Gillette's 
share  of  the  U.S.  razor  and  blade 
market  has  fallen  from  90%  in  1962 
to  some  65%  today,  and  the  tungsten 
steel  blade,  made  by  Philip  Morris' 
American  Safety  Razor  subsidiary,  is 
now  making  further  deep  inroads  into 
the  U.S.  blade  market.  Moreover,  two 
formidable  marketers  are  now  playing 
the  game.  Colgate  has  acquired  the 
U.S.  distribution  rights  to  Wilkinson, 
and  Warner-Lambert  has  acquired 
Schick. 

The  competition  could  also  toughen 
up  abroad,  where  Gillette  now  gets 
half  its  earnings.  Both  Personna  and 
Schick  are  strengthening  their  here- 
tofore feeble  international  operations, 
aiming  directly  at  the  razor-blade  mar- 
ket that  gives  Gillette  over  half  its 
foreign  sales.  Gillette  today  sells  more 
razors  and  razor  blades  overseas  than 
it  does  in  the  U.S.  Most  of  the  rest  of 
Gillette's  overseas  business  comes  from 
Braun,  a  German  maker  of  small  ap- 
pliances and  electric  razors,  and  this, 
too,  presents  problems:  The  acquisi- 
tion has  been  challenged  by  the  Jus- 
tice Department. 

Closer  Shove 

The  increasing  pressure  is  reflected 
in  the  slackening  of  Gillette's  growth 
rate  overseas.  True,  international  sales 
have  more  than  doubled  in  just  three 
years  from  $141.4  million  to  $289.3 
million,  while  earnings  have  risen  some 
65%.  But  that  sales  bulge  was  made 
up  of  a  57%  gain  in  1968,  16%  in 
1969  and  13%  in  1970.  Fast.  Slow. 
Slower. 

"Don't  sell  Gillette  short  as  a  mar- 
keter," cautions  analyst  Judge.  And 
surely  no  one  would  sell  short  the 
marketing  ability  of  a  company  that 
captured  the  lion's  share  of  the  de- 
odorant and  antiperspirant  market 
with  its  Right  Guard  and  of  the  shav- 
ing cream  market  with  its  Foamy,  both 
Johnny-come-latelies. 

Gillette's  skill  has  always  been  not 
innovation,  but  its  ability  to  exploit 
new  products  introduced  first  by 
others.  In  a  market  environment 
where  the  competition  that  introduces 
a  new  product  is  more  and  more 
likely  to  be  as  big  and  tough  as  you 
are,  it  will  be  ever  harder  for  Gil- 
lette to  make  off  with  the  big  share 
of  the  profits  by  dint  of  sheer  market- 
ing muscle.  In  fact,  unless  it  develops 
a  new  knack  for  coming  up  with  im- 
portant new  products,  it  could  well 
need  all  its  marketing  strength  just 
to  stay  where  it  is.  ■ 
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Marine  Midland  is  a 
big  New  York  City  bank. 

And  you  never  even 
heard  or  us. 


And  those  of  you  who  have  heard  of 
us  think  we're  just  an  upstate  bank.  Small. 
Local.  And  not  very  rich. 

Actually  we're  a  big  banking  system 
with  assets  of  seven  billion  dollars. 

We  have  a  New  York  Bank  with  a  big 
beautiful  office  at  140  Broadway  that 
specializes  in  international  and  domestic 
corporate  business.  We  also  have  264 
offices  in  169  New  York  State  communities. 


We  also  have  a  branch  office  in  London 
And  representative  offices  in  Djakarta, 
Frankfurt,  Hong  Kong,  Madrid,  Mexico  City, 
Panama  City,  Paris,  Singapore,  Sydney 
and  Tokyo.  And  partner  banks  in  Australia, 
France,  Turkey,  and  West  Germany. 

We're  the  twelfth  biggest  banking 
system  in  America. 

And  you  never  heard  of  us.@ 

Marine  Midland  Banks. 
We're  not  famous. 


Just  big. 


As  They  See  It 


Expropriation:  Why  Do  They  Do  It? 


Nationalization,  expropriation,  call  it  what  you  will,  is  a  distressing 
fact  of  life,  especially  for  mining  and  oil  companies.  In  an  interview 
with  Forbes  Associate  Editor  Geoffrey  Smith,  American  Metal  Climax' 
Ian  MacGregor  recently  argued  persuasively  that  expropriating  coun- 
tries were  hurting  themselves.  Nevertheless,  they  continue  to  take 
over  U.S.  and  other  foreign-owned  companies.  Why?  To  get  an  in- 
sight into  the  psychology  of  nationalization,  Smith  later  interviewed 
Orlando  Letelier  (opposite  page),  Chile's  able  ambassador  to  the  U.S. 
There  is  no  relationship  between  Letelier  and  MacGregor-.  Amax 
does  not  operate  in  Chile;  its  losses  have  been  in  Zambia.  But  because 
there  are  no  delicate  negotiations  between  the  two,  each  man  has 
been   free  to  argue  from  principle  rather  than   from   expediency. 


"This  is  not  a  matter 
of  reason.  This  is  a 
matter  of  emotion." 


Your  own  company's  partial  expro- 
priation in  Zambia  is  one  among 
many.  Anaconda,  Kennecott  and  Cer- 
ro  are  in  the  process  of  being  kicked 
out  of  Chile.  Recently,  Bolivia  sent 
troops  to  expropriate  the  properties  of 
a  joint  U.S.  Steel-Engelhard  Minerals 
&  Chemicals  venture.  What  are  the 
mining  companies  doing? 

MacGregor:     What     any     company 
MacGregor  of  Amax 
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would  do  in  such  a  situation— pulling 
back  to  politically  safer  ground.  Five- 
sixths  of  the  mines  yielding  over  a  mil- 
lion tons  of  ore  a  year  are  now  in  four 
countries:  Canada,  Australia,  the  U.S. 
and  the  Republic  of  South  Africa. 

Because  those  four  countries  are 
that  much  wealthier  in  minerals? 

MacGregor:  No,  sir.  Nothing  to  do 
with  it.  The  fact  is,  you're  not  going  to 
have  certain  mineral  developments  in 
Africa  and  Latin  America  in  the  Sev- 
enties and  Eighties  because  explora- 
tion money  isn't  being  spent  there. 
This  is  a  tragedy  of  the  first  order. 

Because  developed  countries  will 
run  short  of  minerals  and  fuel? 

MacGregor:  No.  Developed  coun- 
tries are  going  to  find  their  fuels  and 
their  minerals  somewhere.  Why?  Be- 
cause developed  countries  are  capi- 
tal generators.  But  in  less-developed 
countries,  nobody  owns  any  capital 
except  the  government,  and  the  pres- 
sures on  it  are  such  that  little  is  avail- 
able for  long-term  development. 

But  if  a  less-developed  country  ex- 
propriates the  mining  properties  with- 
in its  borders,  doesn't  it  acquire  some- 
thing that  will  generate  capital? 

MacGregor:  You  see,  the  capital 
needs  of  this  type  of  development  far 
exceed  the  [short-term]  revenues  that 
might  be  generated  by  them. 

For  example,  to  develop  a  copper 
property  today  through  the  smelting 
stage  costs  between  $2,500  and 
$3,000  per  annual  ton  of  capacity  even 
in  the  U.S.  So,  if  our  friends  in  Chile 
want  to  develop  a  new  mine  that  will 
produce  100,000  tons  a  year,  the  cap- 
ital requirements  are  $300  million. 


Couldn't     the     country     start     out 
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with  a  smaller,  less  costly  operation? 

MacGregor:  That  depends  entirely 
on  the  property.  Often  such  projects 
have  to  be  undertaken  on  a  large  scale 
to  lower  your  unit  costs  to  manage- 
able levels.  That  is  the  case  at  our 
own  }At.  Newman  iron  ore  venture  in 
Australia,  where  we  had  to  put  up  a 
265-mile  railroad  to  get  the  ore  to 
market.  The  capital  dimensions  are 
such— between  $400  million  and  $500 
million— that  the  only  way  we  could 
assemble  the  capital  to  build  on  a  suf- 
ficiently large  scale  was  to  bring  other 
people  in. 

But  surely  a  less-developed  country 
that  expropriates  an  existing  mine 
doesn't  face  costs  like  this,  does  it? 

MacGregor:  Well,  look  at  Zambia. 
Some  of  the  orebodies  in  Zambia  are 
quite  finite.  The  rate  at  which  they 
can  be  mined  will  in  due  course  drop 
down  from  current  levels.  The  Zam- 
bian  government  has  admitted  cau- 
tiously that  the  old  Roan  Antelope 
orebody  is  now  on  a  declining  scale 
of  output.  So  new  orebodies  will  have 
to  be  developed,  and  the  cheapest  I 
know  would  take  at  least  $50  million. 

So  expropriation  is  no  short  cut  to 
prosperity  for  such  countries? 

MacGregor:  To  see  what  happens 
when  a  less-developed  country  expro- 
priates properties,  look  at  Cuba.  Even 
with  all  the  propping  that  the  Rus- 
sians and  the  Eastern  satellites  can 
give  them,  most  of  the  industrial  op- 
erations there  have  slid  off  from  their 
levels  of  efficiency  during  the  Fifties. 
Or  look  at  what  happened  after 
Bolivia  seized  the  tin  mines  in  the 
Thirties.  I  doubt  if,  today,  they  ex- 
port a  third  of  the  tin  they  used  to. 

Because  less-developed  countries 
lack  the  capital  to  make  these  proper- 
ties grow,  or  even  maintain  them? 

MacGregor:  Sure.  In  the  old  days 
when  the  properties  were  investor- 
owned,  the  governments  of  these  less- 
developed  countries  had  no  problem 
finding  capital.  Investors  took  care  of 
that,  while  governments  sat  back  and 
argued  for  a  faster  rate  of  develop- 
ment. But  now  the  very  act  of  ex- 
propriation undermines  their  prospects 
for  obtaining  private  capital  from  out- 
side. And  what  governments  today- 
can  give  that  much  assistance? 

You're  a  persuasive  man,  Mr.  Mac- 
Gregor. Surely  if  you  had  argued  in 
this  fashion  with  the  government  of 
Zambia,  the  partial  expropriation 
might  have  been  avoided? 
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MacGrecoR:  In  the  summer  of  1964. 
just  before  Zambian  independence,  a 
plan  was  worked  out  by  which  the 
future  Zambian  government  would 
have  had  about  a  251  equity  position. 
The  government  rejected  this  on  the 
thesis  that  the  management  of  copper 
properties  was  best  left  to  people  with 
a  professional  management  back- 
ground, and  also  because  the  govern- 
ment didn't  want  to  have  to  negotiate 
directly  with  labor,  which  after  all  is 
part  of  their  electorate. 

But  several  years  later  they  said: 
"Six  years  ago  we  achieved  our  po- 
litical independence:  now  we've  got 
to  work  to  achieve  our  economic  in- 
dependence There  was  not  much 
opportunity  to  argue  the  merits  or 
demerits.  The)  just  did  it. 

Did  Amax  and  Roan  S<  lection 
Trust  brino  this  on  themselves  in  a 
w  nse—say,  by  siphoning  off  too  much 

of  the  profits' 

MacCrECOR:  For  the  last  six  years 
the  Zambian  government  has  taken 
about  651  to  753  ot  copper  profits,  so 
it's  verj  difficult  to  see  what  advan- 
tage the)  get  out  of  closing  themselves 
off  from  additional  capital 

Look  at  Chili',  for  example,  A  for- 
eign investor-owned  compan)  in  Chile 
was  infinite!)  more  vulnerable  to  pies- 
sure  tor  higher  wages  by  unionized 
employees  than  an)  domestic  compa- 
ny. Now  one  of  the  problems  that's 
shaping  up  in  Chile  is  tluit  these  un- 
ionized employees,  who  tor  man) 
yeaiS  enjoyed  tins  fine  pattern  oi  being 

able  to  get  improved  wages  out  of 
foreign    employers,    are    now    finding 

that  their  own  government  is  not  go- 
ing  to  he  quite  as  sympathetic. 

Can  none  of  tin-  leaders  of  less-de- 
veloped nations  perceive  tin  logic  oj 
your  argument?  Not  even  a  man  lik< 
Eduardo  Frei,  the  recently  deposi  <l 
president  of  Chile? 

MacGregor;  I  would  venture  to  sug- 
gest that  Mr.  Frei  could  have  said 
something  like  this:  "\\  h\  of  course 
you're  correct  in  your  argument.  Hut 
this  is  not  a  matter  of  reason.  This 
is  a  matter  of  emotion." 

Wasn't  it  ever  thus? 

\I  u  Gregor:    No,    I    don't    think    so. 

The  tragic  part  is  that  there's  a 
compatibility  between  the  objectives 
of  the  developed  and  less-developed 
countries  which,  if  brought  to  bear, 
could  work  out  fairly  happily  for  both. 

During  this  decade  we're  going  to 
find  out  whether  expropriation  is  a 
good  thing  to  do  or  not.  The  indica- 
tions are  that  it  is  not. 


Ambassador  Letelier 

"They  have  been  paid  back 
many  times  over  a/ready." 


'I  (II  us  lion-  things  stand  presently 
with  tin  fire  />;'»  Chilean  mines  in 
which  Anaconda,  Kennecott  and  Cer- 
ro  were  invested.  The  Chilean  con- 
gress has  passed  a  constitutional 
amendment  enabling  the  government 
to  go  ahead  with  nationalization. 
What  kind  ot  reimbursement  ean 
these  three  I  .S.  companies  expect? 

Li  iilii  is:  According  to  the  consti- 
tutional amendment,  the  compensa- 
tion tor  each  enterprise  could  be  fixed 
on  the  basis  of  original  cost,  less  amor- 
!  vat  ion  and  other  economic  factors. 

The  compensation  will  be  paid  in 
cash  unless  the  company  in  question 
accepts  another  form  of  payment, 
over  no  more  than  30  years,  and  with 
an  interest  rate  that  will  probably  be 
no  less  than  3'<  a  year.  Obviously, 
the  situation  of  each  of  the  five  mines 
will  he  considered  individually.  There 
are  many  differences  among  them, 
ranging  from  the  degree  of  participa- 
tion that  the  Chilean  government  has 
in  each,  to  the  manner  and  lengtli  of 
time  each  mine  lias  been  exploited. 

What  "other  economic  factors" 
might  he  deducted  from  original  cost? 

Li  hi  n  R:  The  constitutional  amend- 
ment grants  the  executive  the  power 
—not  the  obligation— to  deduct  from 
the  amount  of  the  compensation  what 
could  be  considered  excess  profit  since 
1955'  That  was  when  a  special  legal 
system  tor  the  big  copper  mines  was 
established,  y  on  see. 

Naturally,  the  deduction  of  excess 
profit  could  not  be  applied  to  Cerro. 
which  started  its  activities  only  last 
year.  I  cannot  tell  you  if  the  govern- 
ment is  going  to  make  that  deduc- 
tion in  the  case  of  the  other  compa- 
nies which  have  been  operating  in 
the  country  for  a  long  time.  What  I 
can  tell  you  is  that  if  the  government 
were  to  consider  that  14%  a  year  is  a 
reasonable  rate  of  return— the  figure 
stated  for  foreign  investments  within 
the  context  of  the  Andean  Pact  that 
Chile  signed  with  Bolivia,  Peru,  Ec- 
uador and  Colombia— then  Chile 
would  not  have  to  pay  one  cent  to 
the  companies,  because  the  mines 
were  making  profits  several  times 
that  14%.  But  I  must  emphasize  that 
in  the  case  of  those  companies  en- 
gaged in  other  fields  of  mining  whose 
properties  have  already  been  nation- 
alized—Bethlehem Steel  and  Guggen- 
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heim  for  example— mutually  satisfac- 
tory agreements  have  been  reached. 

Why  penalize  Anaconda  and  Ken- 
necott just  because  they've  been  run- 
ning  very  profitable   mines? 

Letelier:  It  is  not  the  point  to  pe- 
nalize anybody,  but  you  might  say 
they  have  been  paid  back  many  times 
oxer  already.  You  see,  the  real  fresh 
money  from  those  two  companies 
xvent  to  Chile  only  at  the  beginning, 
and  they  have  been  in  Chile  for  more 
than  50  years.  Since  then,  the  mines 
have  been  financed  almost  entirely 
out  of  profits  from  the  minerals  taken 
out  of  the  properties.  For  example, 
take  the  new  expansion  program  start- 
ed during  the  past  administration. 
Roughly  75%  or  more  of  the  program 
was  financed  by  external  capital  put 
up  largely  by  the  U.S.  Export-Import 
Bank  in  the  form  of  loans,  another 
23%  by  contributions  from  the  Chil- 
ean government  and  less  than  2%  by 
fresh  new  capital  from  the  companies. 

Even  so,  tchat  does  Chile  gain  by 
nationalizing  these  mines  alien  it  al- 
ready has  majority  control  and  so 
shares  in  profits,  and  when— in  addi- 
tion—it could  take,  as  Zambia  does, 
75%  of  gross  profits  in  taxes? 

Letelier:  You  say,  "But  the  govern- 
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PRIVATE  EAR 

Lets  you  hear  both  sides 
of  a  telephone  conversation 
without  lifting  the  receiver. 

This  clever,  miniaturized  electronic  telephone  "moni- 
tor" is  now  available  to  the  public.  You  simply  at- 
tach it  via  the  suction  cup  to  the  side  of  an  extension 
phone,  then  listen  through  the  ear  plug.  You  can 
actually  hear  both  sides  of  the  telephone  conversation 
going  through  the  main  line.  Clearly  and  distinctly. 
Without  picking  up  the  receiver.  There's  even  a  built- 
in  volume  control  so  you  can  adjust  the  voice  level  for 
ideal  reception. 

Dozens  of  Practical  Uses 
Measuring  less  than  two  inches  in  diameter,  Private 
Ear  is  small  enough  to  fit  easily  into  your  shirt 
pocket.  It's  powered  by  a  tiny,  long-life  mercury  bat- 
tery (included).  Not  a  toy — but  a  sophisticated  elec- 
tronic development  that  really  works,  with  a  wide 
variety  of  helpful  and  interesting  applications  for 
office  and  home : 

For  example,  your  secretary  can  listen  in  on  a 
call  without  disturbing  the  conversation  with  clicks 
or  typewriter  clatter.  And  at  home,  another  party  can 
listen  in  unnoticed  on  family  long-distance  calls  with- 
out cutting  down  on  the  clarity  of  the  connection. 
Think  how  many  other  valuable  uses  you'll  find  for 
this  ingenious  instrument! 

Order  No.  42400:  Telephone  Monitor — only  $12.95 
plus  60£  for  postage  and  handling. 
Send  check  or  money  order.  Major  credit  cards  ac- 
cepted. Please  give  credit  card  name,  account  number 
and  your  signature.  N.Y.  State  residents  add  sales  tax. 
FREE  gift  catalog  on  request. 


THE  EVERYTHING  GUARANTEE 


The  GALLERY  guarantees  EVERYTHING:  the  qual- 
ity, accuracy  of  description,  availability,  prompt 
delivery.  If  not  delighted,  return  the  Telephone 
Monitor  within  3  weeks  after  you  receive  it  (not  the 
usual  10  days)  for  an  instant  refund  of  purchase 
price  or  cancellation  of  charges. 
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Dept.  1850,  Amsterdam,  N.Y.  12010 


HOW  TO  BECOME 

FINANCIALLY  INDEPENDENT 

Interested  in  a  prestige  and  profit- 
able business  of  your  own?  Write 
for  valuable  new,  50  page  booklet,  NEW  ROADS 
TO  OPPORTUNITY  AND  WEALTH.  FREE! 
F.OR.R.  INTERNATIONAL,  John  R.  Saner,  President 
P.O.  Box  22458,  Denver,  Colorado  80222. 


EL  DENVER®  are 

Hand  Woven  Ties 


uiie  the  Fashion 
.  .quite! 


Coast-to- 

Coast  in  many ' 

of  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 


As  They  See  It 


merit  is  getting  75%  in  taxes";  of 
course  that  level  of  taxes  seems  high, 
but  the  profit  after  taxes  is  still  very 
high.  Some  of  these  mines  have  been 
producing  copper  at  costs  of  16  cents 
a  pound  before  taxes  when  prices 
were  as  high  as  70  cents  or  more  a 
pound.  And  if  taxes  are  high  in  min- 
ing, it  is  because  we  are  selling  our 
own  soil.  The  mining  company  takes 
it  from  our  country  and  puts  it  in  a 
ship  and  sends  it  abroad.  This  is  a 
nonrecuperable  resource  of  our  econ- 
omy. It  is  an  absolutely  different  real- 
ity from  manufactured  goods. 

But  the  very  act  of  expropriation 
frightens  away  the  foreign  capital  you 
need  to  maintain  and  expand  these 
huge  properties,  doesn't  it? 

Letelier:  Let  me  tell  you  our  ex- 
perience with  foreign  private  invest- 
ment. In  general  terms,  we  have  been 
exporting  capital,  not  importing  it. 
According  to  the  International  Mone- 
tary Fund  and  Economic  Commission 
for  Latin  America,  between  1950  and 
1967,  17  years,  $450  million  flowed 
into  Chile  as  direct  investments.  Now 
deduct  depreciation  for  such  invest- 
ments during  that  period,  which  the 
companies  took  back  out  of  the  coun- 
try, and  the  net  figure  would  be  only 
$257  million.  In  the  same  period,  the 
outflow  of  profits  and  dividends  just 
on  investments  was  $1,056  billion, 
about  four  times  the  net  investment. 
So  what  are  we  losing? 

Now,  we  are  not  saying:  No,  Chile 
doesn't  want  foreign  investment.  On 
a  specific  project  or  a  specific  invest- 
ment, foreign  capital  and  technical 
knowhow  may  be  very  attractive  and 
necessary.  That  is  true  over  a  wide 
range  of  industries.  So  we  have  made 
it  very  clear  that  we  have  three  owner- 
ship areas  in  Chile:  the  social  area  of 
government  ownership,  such  as  basic 
extractive  industries,  the  banking  sys- 
tem, public  utilities;  second,  indus- 
tries with  mixed  government  and  pri- 
vate ownership;  and  third,  the  100% 
private  area,  where  we  are  giving  all 
kinds  of  incentives  to  make  it  work 
efficiently.  Right  now  RCA  and  Dow 
Chemical  are  making  additional  in- 
vestments in  the  mixed  area. 

But  gelling  hack  to  the  mines,  can 
(Utile  by  herself  raise  the  capital  to 
maintain  and  expand  them:' 

Letelier:    You  start  from   the  philo- 
sophical point  of  view  that  a  private 
American   company   is   more   able   to 
the  money  than  a  country  like 


Chile.  I  do  not  agree  with  that.  If 
you  keep  for  the  Chilean  people  the 
profits  coming  from  the  exploitation 
of  our  copper  you  are  going  to  have 
more  than  enough  to  cover  the  main- 
tenance and  expansion  of  the  mines. 
And  when  you  realize  how  the  recent 
expansion  program  was  financed— 
mostly  through  long-term  loans  from 
Export-Import  Bank  and  other  sources 
—you  realize  that  the  job  of  raising 
money  for  copper  development  is  not 
a  technical  problem  at  all.  And  Ex-Im 
Bank  has  been  financing  public  enti- 
ties in  Chile  for  many  years.  Our  oil 
industiy  has  been  always  in  the  hands 
of  the  Chilean  government,  and  we 
have  received  loans  for  it  from  inter- 
national organizations.  We  have  op- 
erated with  supplier's  credit  for  all 
kinds  of  activities  of  our  public  sec- 
tor. Of  course,  if  Chile  should  suffer  a 
kind  of  financial  retaliation  from 
abroad  because  of  the  nationalization 
of  copper,  that  would  be  another  mat- 
ter. But  I  suspect  that  is  unlikely. 

Of  course,  if  the  mines  are  to  re- 
main as  profitable  as  they  are  today, 
they'll  also  have  to  remain  as  efficient. 
Can  Chileans  manage  them  efficiently? 

Letelier:  Well,  for  many  years  we 
have  been  exporting  engineers  and 
technicians  to  other  countries.  In  most 
cases  there  were  only  a  few  Ameri- 
cans at  the  mines  anyway— all  the  rest 
were  Chileans.  Now  we  would  like 
these  Americans  to  stay,  and  some 
will.  But  we  have  the  engineering, 
technical  and  administrative  capabil- 
ity to  run  a  copper  mine,  I  have  no 
doubt  of  that.  At  one  of  the  largest 
companies,  the  organization  of  the  en- 
gineering department  in  Chile  was  dis- 
graceful. Most  decisions  were  made 
in  the  U.S.— they  would  send  people 
down  for  two  or  three  days  to  make  a 
decision.  The  accounting  and  the  ad- 
ministrative systems  were  very  old- 
fashioned.  Two  not  very  intelligent 
Chilean  students  of  accounting  per- 
haps would  have  managed  better. 

What  about  the  miners?  It  is  no 
secret  that  they  were  the  best  paid 
workers  in  Chile.  Can  they  expect  that 
kind  of  favored  treatment  from  the 
government? 

Letelier:  Well,  you  see,  a  very  small 
segment  of  the  Chilean  population  is 
employed  in  the  copper  industry— 
about  20,000  people.  It's  a  very  cap- 
ital-intensive industry.  Now  of  course 
you  have  to  consider  that  copper 
workers  live  under  very  special  con- 
ditions in  mines  located  in  the  desert 
or  underground,  working  at  altitudes 
of  more  than  9,000  feet  and  frequent- 
ly more  than  12  hours  a  day.  But  we 
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Enjoy  the  enchanting  moods 
of  a  waterfront  life-style. 

Ever  since  man's  first  beginnings,  the  sea  has  held  an  eternal  fascination— 
with  its  ever-changing  moods  and  movements,  ranging  from 
erene  placidity  to  hypnotic  drama.  Now  a  sophisticated  return  to  the  rapture  of 
the  water  is  happening.  Coronado  Cays  is  an  exclusive 
waterfront  community  that  combines  the  traditional,  magical  manner 
of  the  Caribbean  with  the  fresh,  natural  beauty  of  the 
California  coastline.  Coronado  Cays  is  a  group  of  man-made  cays 
and  islands,  each  created  with  inspiration  and  each  dramatically  bulkheaded 
from  the  waters  of  San  Diego  Bay.  Designed  with  maximum 
security  and  privacy,  Coronado  Cays  recaptures  the  colonial  feel  of  the 
!aribbean  with  a  sentry-guarded  entrance.  Provincial  charm  has  been  nobly 
recreated  with  sweeping  pilasters  of  chalk  white,  blue-tiled  cupolas, 
brick  red  accents,  citron  exterior  touches  and  scarlet  bougainvillea  that 
blooms  along  the  network  of  malls  and  courtyards  that 
flank  the  homes.  Jamaica  Village  contains  a  premier  group  of  patio 
lomes  within  a  few  steps  of  the  waterways,  boatslips  and  its  own  private  beach 
clubs.  Separated  by  a  silver  channel  is  Green  Turtle  Cay,  a  private 
collection  of  prestigious  waterfront  lots  touching  upon  the  Bay 
and  bulkheaded  for  individual  boat  docks. 

lays  residents  will  enjoy  the  magnificence  of  the  Coronado  Cays  Club  complex, 
to  include  a  yacht  club  with  chandlery,  tennis  courts  and  superb  dining  and 
■ntertainment,  as  well  as  shopping  and  civic  facilities.  Return  to  the  unparalleled 
life  of  luxury  and  contentment— upon  the  water,  at  Coronado  Cays. 


San  Diego's  only  luxury 
residential  marina 
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Coronado  Cays  is  a  development  of  Cedric  Sanders 
Corporation  and  Signal  Properties,  Inc.,  one  of 

The  Signal  Companies.  Four  miles  south  of  Hotel  del 
Coronado  on  the  Silver  Strand  (scenic  Hwy.  75). 


Tor  your  free  brochure,  write  Coronado  Cays,  Dept.EMN,  Coronado,  California  92118. 
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Each  year  we  consider 
over  £.000  real  estate  investment  deals. 


During  1970.  only  16  made  the  grade. 

When  you  have  an  unparalleled 
record  of  almost  a  decade  and  a  half 
of  consistent  growth,  you  don't  take 
chances. 

Carlsberg  has  built  its  reputation 
as  one  of  America's  fastest-growing 
real  estate  investment  companies 
because  of  the  care  with  which  it 
investigates  eai  *ery  oppor- 

tunity that  comes  along 

The  professional  approach  to 
real  estate  investment  and  property 


acquisition  involves  painstaking 
research  and  detailed  study.  Today, 
Carlsberg  owns  or  manages,  for  its 
investor  clients,  over  200  million 
dollars  worth  of  prime  real  estate. 
We  are  bound  to  grow  even  larger  in 
the  years  to  come.  But  we  will  do  it 
by  investing  by  choice . . .  not  chance. 

We  offer  investors  the  opportu- 
nity to  participate  in  broadly  diversi- 
fied, tax-sheltered  real  estate 
investments  that  have  been  profes- 
i  ionally  structured  to  achieve  high 


potential  return  with  minimal  risk. 
Carlsberg's  unique  system  of  real 
estate  underwriting  provides  the  basis 
for  substantial  benefits  for  our 
investor  clients. 

If  taxes  and  inflation  are  your 
concern,  call  or  write  for  our  inform- 
ative brochure  today. 

CARLSBERG 

FINANCIAL  CORPORATION 


SHERMAN  OAKS  •  CENTURY  CITV  •  SAN  FF  ANCISCO  •  SANTA  BARBARA  /15233  Ventura  Blvd.,  Sherman  Oaks.  Calif  91403     Phone:  213/872-2020 
•  One  California  Street,  San  Francisco.  Calif   94111    Phone:  415/397-8080  •  1114  State  Street.  Santa  Barbara.  Calif.  93104    Phone:  805/963-7686 

Our  subsidiaries  and  affiliates  include:  Land  Investment  Research  Co  .  Property  Acquisition  Co  .  Builders  Equity  Corp  ,  West  Coast  Farm  Management  Co  .  Computer  Credit 
Control,  Income  Properties,  Inc  .  Property  Value  Co..  Recreational  Land  Co  .  Inc.,  Carlsberg  Resources  Corp..  All-Season  Homes 
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are  not  going  to  have  any  aristocracy 
in  terms  of  salary  in  Chile.  The  copper 
workers  now  will  have  to  deal  with 
the  Chilean  people,  not  with  a  for- 
eign company. 

There  has  been  a  decline  of  pro- 
duction, though,  hasn't  there? 

Letelier:  According  to  the  latest 
figures  I  have,  the  combined  produc- 
tion of  the  five  big  mines  that  form 
what  we  call  "Gran  Mineria"  has  been 
higher  during  the  first  five 
months  of  this  year  than  during  the 
same  period  in  1970.  There  is  one 
mine.  El  Teniente,  where  the  produc- 
tion this  year  has  been  a  little  lower 
than  that  of  the  same  period  last 
year.  Now,  it  is  true  that  we  are  not 
going  to  meet  in  1971  the  very  op- 
timistic projections  for  1969  to  1971 
announced  by  the  Frei  administration 
when  the  new  investment  program 
was  established.  But  the  whole  pro- 
duction is  going  to  be  significantly 
higher  this  year  than  it  was  last  year. 

Hon  lit  at  ill/  is  Chile  counting  on 
the  profits  of  these  mines  to  solve  her 
many  problems? 

Letelieh:  During  the  first  part  of 
this  nationalization  process,  the  net 
savings  are  not  going  to  be  very  high 
because  we  are  going  to  pay  the  loans 

that  were  made  to  Chile  lor  the  ex- 
pansion program,  and  we  will  have  to 
face  other  commitments  related  to 
copper  nationalization  with  the  re- 
turns from  copper.  We  are  not  seek- 
ing an  overnight  solution.  It  is  a  long- 
term  effort  to  preserve  lor  Chile  what 
is  basic  for  our  economic  development. 

(hi<  hist  question.  Many  U.S.  com- 
panies in  Latin  America  have  spent 
lavishly  on  housing,  schools  and  so 
forth,  and  still  their  property  was  ex- 
propriated, h  there  anything  a  U.S. 
company  could  have  done  to  avoid 
expropriation? 

Letelikh:  Yes.  not  to  have  gone  into 
an  extractive  industry  in  the  way  it 
was  clone.  Copper  is  the  basic  nation- 
al resource  of  Chile,  providing  75%  of 
our  export  sales.  It  is  part  of  Chile. 
To  say  that  Chile  has  not  the  right  to 
nationalize  the  copper  because  Ana- 
conda was  building  houses  and 
schools  misses  the  point.  We  are  not 
saying  that  they  didn't  build  houses 
and  schools  or  that  this  was  not  a 
positive  and  good  thing.  We're  not 
saying  that  they  are  bad  boys  and 
that  we  are  good  boys.  That's  not  the 
problem.  The  problem  is  that  Chile 
has  to  nationalize  its  basic  industry 
in  order  to  use  it  as  a  main  instru- 
ment for  its  economic  development.   ■ 


The  Man 

Who  Helps  You 

at  Reynolds 

Typically,  he's  married,  three  children— college  and  military  service 
behind  him— a  responsible  local  citizen. 

Chances  are  that  he  won  his  investment  "wings"  in  our  own  training 
school— 5,  maybe  10  years  ago. 

And  since  then,  of  course,  he's  actually  served  hundreds  of  investors 
through  good  times  and  bad,  bull  markets  and  bear. 
He  must  be  pretty  good  at  it,  too. 

Because  hardly  a  year  passes  now  that  he  doesn't  receive  an  attractive 
offer  from  one  of  our  competitors. 

Why  does  he  turn  those  offers  down? 

What  makes  him  want  to  stay  on  at  Reynolds  helping  investors? 

Why  not  listen  in  on  some  unrehearsed  answers: 

"Yes,  that  could  be  me  all  right— and  I  think  the  fundamental  answer 
to  your  question  has  to  be  'people'. 

"It  may  sound  corny,  but  Reynolds  is  sort  of  a  family  where  everybody 
really  helps  everybody  else  in  any  way  he  can. 

"And  that  goes  for  the  top  partners  in  every  department. 

"As  a  matter  of  fact,  I've  never  seen  a  time  when  I  needed  a  particular 
piece  of  a  portfolio  puzzle  that  somebody  here  couldn't  supply  it. 

"Somebody  in  Research  perhaps,  or  Municipal  Bonds,  or  our  Over- 
the-Counter  Department,  or  Corporate  Finance,  or  Mutual  Funds  — 
or  wherever  the  trail  seemed  to  lead. 

"And  if  you  look  at  how  this  firm  has  grown  over  the  years,  the  way 
operations  and  bookkeeping  came  through  the  mad  volume  days  of 
'69  and  '70,  and  its  record  of  accomplishment  in  every  important 
area— well,  you'd  just  have  to  be  pretty  stupid  to  want  to  leave. 

"If  you  really  want  to  help  people  try  to  make  money,  I  think  this  is 
the  place  to  do  it.  With  all  the  facilities  you  need.  Without  any  fights, 
*  factions,  or  politics  to  take  your  mind  off  your  work." 

*       *       * 

And  that's  how  it  went  with  typical  Account  Executives  at  Reynolds. 

If  you'd  like  to  meet  one  yourself,  just  stop  in  at  any  one  of  our  offices. 
Or,  if  you'd  like  more  information  about  our  firm  first,  simply  mail 
this  coupon. 

Please  mail  me  a  free  copy  of  "Directing  Your  Attention  to  Reynolds  &  Co." 


Name 


Address 


City 


State 


Zip 


Telephone 


Reyiiolds  &  Co. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
OFFICES  COAST  TO  COAST 
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Ah,  Freedom! 

Having  achieved  freedom  from  the  need 
to  work,  these  men  went  back  to  work. 


Ever  curse  your  job  and  mutter,  "If 
I  only  had  the  money,  I'd  never  lift 
a  finger  again"? 

If  you  have— and  really  meant  it— 
this  story  will  disillusion  you.  It's 
about  three  men  in  their  40s  who  be- 
came overnight  millionaires  a  few 
years  back  by  selling  their  KLH  Corp. 
to  Singer.  Then  they  split  up.  But 
rather  than  take  life  easy,  one  pro- 
ceeded to  start  his  own  company;  an- 
other invested  in  a  new  company 
and  went  to  work  for  it;  and  the  third 
settled  into  a  9-to-5  research  job  for 
the  U.S.  Government. 

Today  they  are  still  working,  per- 
haps harder  than  ever.  One  is  on  the 
road  80%  of  the  time.  What's  more, 
the  other  two  say  matter-of-factly 
that  they  can't  remember  ever  get- 
ting pleasure  from  their  millions. 

Are  they  kooks?  Or  misers?  Not  at 
all.  They  are  intelligent,  thoughtful 
men.  "People  don't  know  what  they 
want  until  they  are  free  to  do  any- 
thing," says  one.  "We  learned  that 
what  we  wanted  was  essentially  what 
we  were  doing  before  we  got  rich." 

All  three  agree  on  that  main  point. 
And  that  alone  is  remarkable  in  view 
of  their  contrasting  personalities.  Hen- 
ry Kloss  is  a  fecund  but  undisciplined 
inventor.  Malcolm  Low,  of  the  old- 
money  Lows  of  Salem,  Mass.,  is  a 
salesman  with  a  sense  of  style.  And 
Anton  Hofmann,  son  of  the  celebrated 
pianist  Josef  Casimir  Hofmann,  is  a 
rather  austere  man  with  a  gift  for 
music  and  mathematics. 

The  three,  who  were  college  and 
army  acquaintances,  teamed  with  a 
fourth  man  17  years  ago  to  build  top- 
quality,  hi-fi  speakers.  The  company, 
Acoustic  Research,  swept  the  field, 
but  the  partnership  collapsed.  The 
fourth  man,  a  flamboyant  inventor 
who  staged  lunchtime  fencing  duels 
in  the  factory,  bought  them  out  in 
1957  for  a  mere  $56,000  cash. 

Bock  fo  the  Wars 

"I  woke  up  that  Saturday  feeling 
marvelous,  '  says  Kloss.  "I  felt  rich  and 
free  of  all  busii  -  vorries.  It  was  the 
best  weekend  of  ny  life."  However, 
within  days  Kloss,  Low  and  Hofmann 
had  pooled  «  cent  they  had  and 

founded  KLH  to  compete  with  their 
old  company.   ( 
later  bought  by  1  ue.) 

Kloss   hired   a  mist   and 

began  constructing  cones  fi- 

ber by  fiber.  It  was  a  stum 
wife   sold   some   heirloom    jewelry   so 
KLH  could  meet  early  pa>  rolls.   But 


eventually,  Kloss  came  through  with 
the  KLH  model  6,  the  longtime  top- 
selling  hi-fi  speaker.  Then  he  branched 
into  home  electronics  with  character- 
istic haphazardness.  First  bombing 
with  an  expensive  table  radio— "a 
great  radio,  but  a  rotten  product," 
says    Low— but    then    revolutionizing 


King  Farouk,  unlike  the  KLH 
boys,  spent  his  money  on  him- 
self. Born  with  a  silver  spoon, 
he  used  it — dying  in  1 965  on 
a  full  belly  after  eating  in  a 
posh  Rome  trattoria,  thereby 
proving  that  those  who  live 
by    the    spoon,    die    by    it. 


the  $400-million  hi-fi  market  with  the 
first  portable  phonograph  system. 
KLH  netted  $180,000  on  sales  of  $4 
million  in  1964,  a  tenfold  increase  in 
five  years.  Singer,  dazzled,  offered 
about  $4  million  in  stock  for  KLH. 

The  deal,  which  was  intended  to 
greatly  expand  KLH  while  putting 
Singer  into  home  electronics,  was  far 
from  a  total  success.  On  the  advice  of 
Boston's  Roland  Grimm,  who  now 
controls  Yale's  over-half-billion-dollar 
endowment  fund,  the  three  took  Sin- 
ger stock  rather  than  cash— even 
t'h' nigh  Singer  was  offering  5%  more  in 
cash  than  stock.  For  a  few  months  in 
1964    Grimm    looked    awfully    smart; 


Singer  stock  rose  nearly  20%  to  over 
$100  a  share.  The  boys  were  "worth" 
around  $1  million  each  on  paper.  But 
then  the  stock  started  falling  (on  its 
way  to  $40  by  1966).  "We  needed 
routine  permission  from  Singer  before 
we  could  sell  shares,"  Kloss  recalls. 
"One  day  I  lost  $30,000  in  six  hours 
waiting  for  an  okay." 

Singer  was  disappointed,  too.  Kloss' 
unpredictable  flow  of  new  products 
failed  to  give  Singer's  1,500  U.S.  re- 
tail stores  a  full  home  electronics  line. 
And  the  stores  failed  to  sell  what 
sophisticated  items  KLH  did  produce. 
Sales  reached  about  $17  million  by 
1967,  but  as  sales  expanded,  profits 
shriveled.  Finally,  in  1969,  Singer 
wrote  off  around  $700,000  of  KLH 
inventory  and  absorbed  a  sizable  di- 
vision loss.  Today  KLH  has  sales  of 
only  $13  million. 

By  1968  Kloss,  Low  and  Hofmann 
had  long  since  departed  from  Singer. 
Hofmann,  KLH's  financial  man,  never 
joined  it  in  the  first  place.  Low  quit 
after  what  he  says  was  a  fruitless 
year  writing  memos  urging  Singer  to 
either  push  into  home  electronics  big, 
or  pull  out.  Kloss  fulfilled  his  three- 
year  employment  contract— to  the  day 
—and  then  resigned. 

So  by  1968  the  three  still  had  mon- 
ey in  the  six  figures.  Each  was  free  to 
do  anything  he  wanted— a  freedom 
few  men  ever  experience. 

Yet,  they  all  went  back  to  work. 

Kloss  sunk  $500,000,  roughly  ev- 
ery cent  he  had,  into  his  new  Advent 
Corp.  In  the  basement  of  his  ram- 
bling Cambridge,  Mass.  home,  he  be- 
gan building  a  wall-sized  color  tele- 
vision that  Singer  had  rejected.  He 
also  made  tape  recorders  for  KLH, 
but  they  flopped.  By  1969  Kloss  and 
Advent  were  both  nearly  broke. 

But  he  turned  around  and  raised 
$500,000  more  by  selling  12%  of  Ad- 
vent to  friends  and  business  acquaint- 
ances. After  raising  $300,000,  Kloss 
approached  some  partners  of  invest- 
ment houses,  such  as  Tucker  Anthony 
&  R.L.  Day  and  the  old  Cogan,  Ber- 
lind,  Weill  &  Levitt  firm,  but  he  met 
with  "gross  impoliteness."  Says  Kloss, 
whose  normal  business  suit  is  a  rum- 
pled jacket  and  khaki  pants:  "I  re- 
fused to  play  their  game  of  long 
lunches  and  persistent  negotiation.  I 
had  a  company,  a  plan  and  a  price. 
Either  they  believed  I  would  build 
another  KLH,  or  they  didn't." 

None  of  the  professional  investors 
believed,  and  they  are  probably  kick- 
ing themselves  today.  Advent's  first 
speaker  is  outselling  KLH's  legendary 
model  6,  and  its  wall  TV  and  high- 
quality  cassette  tape  recorders  have 
great  promise.  This  year,  Advent  will 
post  a  profit  on  sales  of  $6  million. 

"Advent    is    potentially    a    $40-mil- 
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We  sell  things 


When  was  the  last  time  you 
heard  that  from  your  advertising 
agent)  .' 

At  Campbell-Ewald,  we  never 
forget  what  an  advertising  agency 
is  paid  to  do.  Which  is  to  help  some- 
hud)  sell  something. 

To  sell  something. 

Not  just  to  raise  brand  pur- 
chase predisposition  levels.  Not  just 
to  spend  your  bucks  on  recognition 
studies.  And,  of  course,  not  just  to 
make  your  company  president  feel 
warm  all  over. 

But  to  sell  things. 

Because  once  we've  done  that, 
all  those  other  things  have  already 
happened. 

Like  when  we  created  a  glass- 


ware promotion  featuring  Johnny 
Hart's*  "B.C."  characters  for  Mara- 
thon Oil  Company.  95%  of  their 
dealers  participated.  They  gave 
away  millions  of  glasses  in  only  5 
states  (each  glass  ringing  up  a  pur- 
chase of  8  or  more  gallons  of  gas). 
But  more  important,  Marathon  in- 
creased its  sales. 

Or  when,  with  our  help,  our 
client  Forbes  magazine  raised  its 
ad  revenue  150%. 

Or  how  about  the  nice  feeling 
United  Delco  had  when  we  an- 
nounced their  new  Delco  Pleasur- 
izers.  Shock  absorber  shipments 
doubled  the  first  year,  and  retail 
sales  have  been  on  the  rise  every 
year  since. 

Campbell-Ewald  Co. 

We  sell  things. 


And,  incidentally,  we  have 
helped  sell  a  few  Chevrolets  in  the 
last  50  years. 

Sure,  we  have  all  the  modern 
marketing  tools  at  hand.  And  we 
know  how  to  use  them.  Things  like 
pretesting  and  post-testing.  Con- 
sumer panels.  Media  effectiveness 
studies.  But  we  always  know  that 
these  things  are  a  means,  not  an 
end. 

The  end  is  selling  things. 

Which  is  just  about  as  corny 
as  a  good  P&L  statement. 

Write  our  president,  Hugh 
Redhead:  3044  W.  Grand  Blvd., 
Detroit,  Mich.  48202,  or  call  (313) 
872-6200. 


Detroit   •    New  York   •    Chicago   •    Los  Angeles   •    San  Francisco   •    Chevy  Chase   •    Atlanta   •    Dallas   •    Kansas  City   •    Cincinnati  •    Pittsburgh 


lion  to  $50-million  company,"  says 
Kloss.  "That's  what  KLH  would  have 
been  today."  He  admits  readily  that 
he  lost  seven  years  by  selling  out,  but 
he  adds:  "I  own  75%  of  Advent,  and 
that  is  going  to  be  worth  far  more 
than  my  old  30%  of  KLH." 

On  balance,  the  KLH  experience 
hasn't  changed  Kloss.  He's  still  hap- 
piest sleeping  on  an  air  mattress 
near  his  cluttered  workbench— day  af- 
ter day— while  creating  a  new  prod- 
uct. And  he  is  still  forgetful  about  lit- 
tle things.  When  a  visitor  asked  about 
the  life-sized  papier-mache  camel  that 
graces  his  home's  foyer,  Kloss  frowned 
and  replied:  "One  doesn't  remember 
how  that  got  here.  And  one  doesn't 
know  how  to  get  rid  of  it." 

Hofmann,  too,  continued  to  do  ex- 
actly what  he  was  doing— basic  physics 
research  for  the  Defense  Depart- 
ment. He  took  that  job  in  the  Fifties, 
and  kept  it  while  devoting  long  hours 
at  night  and  on  weekends  to  the  finan- 
cial end  of  KLH.  When  Singer  moved 
in  its  own  money  men  in  1964,  Hof- 
mann simply  dropped  that  second  job. 
He  invested  his  Singer  money  in 
northern    Vermont    real    estate.    And 


when  Forbes  asked  whether  the  mon- 
ey had  brought  him  any  pleasure, 
Hofmann  seemed  puzzled.  "No,  I 
can't  recall  any  pleasure  from  it."  He' 
added,  "My  wife  and  I  renovated  our 
home.  But  we  spent  too  much." 

In  comparison,  Low  was  a  spend- 
thrift. After  quitting  Singer,  Low- 
great-grandson  of  a  Yankee  clipper- 
ship  builder— spent  $40,000  racing  his 
sailboat  to  Denmark.  He  lost  the  1966 
Transatlantic  Race,  but  learned  some- 
thing about  himself.  "Even  with  the 
Singer  money,  I  thought  life  was  like 
a  pitched  roof.  You  climb  up  one 
side,  and  slide  down  the  other.  But 
living  so  fully  during  the  race  showed 
me  that  life  can  be  a  flat  roof,  and 
you  can  wander  from  one  exciting 
edge  to  the  other." 

With  his  Singer  and  family  for- 
tunes, Low  could  have  sat  around  the 
rest  of  his  life.  Instead,  he  ventured 
near  the  edge  again  (as  he  had  with 
KLH)  by  helping  form  a  new  compa- 
ny in  the  computer  graphics  field. 
Why  computers?  "Computer  guys  I 
had  met  seemed  wild  and  exciting." 
Low,  as  the  middleman,  brought  to- 
gether two  computer  men,  some  in- 


dividual investors  and  Venrock,  the 
Rockefeller  venture  capital  fund.  The 
result:  Evans  &  Sutherland  Computer 
Corp.  of  Salt  Lake  City. 

"When  I  told  my  wife  we  were 
moving  to  Salt  Lake,"  says  Low,  "she 
asked  in  horror:  'Is  that  near  Pe- 
oria?' "  He  and  his  wife  drove  there 
in  style  in  1968  in  a  brand-new  red 
Ferrari  (after  shipping  ahead  100 
cases  of  fine  wines  in  an  air-condi- 
tioned van) .  "Don't  ask  me  if  I  got  any 
pleasure  from  my  money,"  he  quips. 

So  far,  Evans  &  Sutherland  has  lost 
money,  and  Low  has  had  to  subsidize 
his  small  salary  as  marketing  vice 
president  with  his  dwindling  Singer 
money.  "I  think  the  company  is  at  the 
turning  point,"  says  Low,  who  is  a  mi- 
nor stockholder.  "We  are  negotiating 
deals  for  sums  that  surpass  the  com- 
pany's total  sales  to  date.  My  wife  al- 
ways had  confidence  that  I  would 
make  money,"  he  adds,  "and  I  have 
come  to  believe  her." 

The  moral  from  all  this  is  clear, 
though  perhaps  hard  to  swallow  in 
one  gulp.  We  ask:  Could  it  be  that 
you  are  already  doing  exactly  what 
you  want?  Including  cursing  it?  ■ 


Yes,  We  (Now)  Have  Bananas 

Then  the  Van  Ceests  moved  on  to  other 
things  by  letting  one  thing  lead  to  the  next 


For  half  a  century  two  wholly 
owned  United  Fruit  subsidiaries,  now 
called  the  Fyffes  Group,  held  a  mo- 
nopoly in  the  distribution  of  bananas 
in  the  United  Kingdom.  Then  an  up- 
start, Geest  Industries,  decided  that  it 
wanted  to  get  into  the  business  too. 
That  was  in  1952.  Today  Fyffes'  mo- 
nopoly lies  shattered.  Geest  has  more 
thai)  hall  the  U.K.  banana  market, 
52%  last  year.  Its  sales  are  up  from 
$12  million  a  year  to  $163  million. 

Geesl  [ndu  tries  is  Holland-born 
John  Van  Geest,  65,  and  his  brother 
Leonard,  56.  They  started  it  as  a  dis- 
tributor of  Dutch  bulbs.  They  built  it. 
They  own  it.  Most  important  of  all, 
they  run  it. 

Geest  Industries  today  is  the  largest 
distributor  of  bulbs  in  the  worl<' 
also  the  largest  grower,  raising  more 
than  200  million  a  year  on  its  land  in 
Spalding  in  Lincolnshire.  Geest  im- 
ports fruit  and  vegetables  from  all 
over  the  world,  hut  it  al  vpitc- 

tables  in  Spalding  becau 
once  produces  a  bulb  crop 
replanted   in   bulbs  for  several 
After   taking   in   each   crop,    th 
it  uses  the  land  for  vegetables.   I 
a  huge  rose  business,  selling  about  1.5 
million    rose    bushes    a    year    in    the 


flower-loving  U.K.  Recently,  it  went 
into  the  potted-plant  business. 

The  story  of  how  the  brothers 
bucked  and  beat  United  Fruit  illus- 
trates how  the  brothers  think  and  op- 
erate. Yes,  they  had  no  bananas,  nor 
any  source  of  them.  The  obvious  al- 
ternative was  to  produce  bananas 
themselves.  They  looked  for  a  place 
and  decided  on  the  Windward  Islands. 

But  the  Geests  needed  more  than 
a  supply  of  bananas  to  tackle  United 
Fruit.  The  trick  in  any  perishable-good 
market  is  to  get  the  product  to  the 
customers  at  just  the  right  moment- 
ripe  and  unspoiled.  United  Fruit's  ap- 
proach was  to  hire  ships  from  others 
to  transport  its  bananas  to  the  U.K., 
and  then  hire  trucks  to  transport  them 
to  grocers  and  supermarkets. 

But  the  Geests  chose  not  to  oper- 
ate that  way.  "We  don't  like  being 
dependent  on  anyone,"  says  Mr.  John. 
They  decided  to  buy  and  build  ships 
of  their  own,  and  also  to  buy  their 
own  fleet  of  trucks.  That  was  the  key 
to  breaking  the  monopoly.  The  Geests 
not  only  could  promise  timely  delivery 
of  their  bananas;  they  could,  and  did, 
control  it  themselves. 

In  the  history  of  Geest  Industries, 
bing  has  always  led  to  another: 


Distributing  bulbs  led  to  growing 
them,  and  growing  bulbs  led  to  grow- 
ing and  distributing  vegetables,  and 
since  vegetables  and  fruit  are  sold  by 
the  same  retailers,  that  led  to  distrib- 
uting fruit. 

Similarly,  owning  their  own  ships 
led  them  into  the  general  cargo  busi- 
ness. To  keep  the  ships  fully  loaded  at 
all  times,  the  Geests  haul  cargo  for  a 
variety  of  companies,  including  ICI, 
Pyrex,  Black  &  Decker  and  Ovaltine. 

Just  as  the  Geests  operated  their 
own  ships  and  truck  fleet,  they  need- 
ed hand  trucks  and  motorized  trucks 
and  trolleys  for  their  warehouses.  So 
they  acquired  a  company  to  make 
them,  which  now  sells  to  other  com- 
panies. The  same  thinking  led  them  to 
make— and  sell— crates  and  boxes. 

The  reason  Mr.  John  sees  no  end 
to  Geest's  growth  is  the  fact  that  food 
distribution  in  the  U.K.  still  is  highly 
fragmented.  "There  are  too  many 
small  distributors,"  he  says.  "The  food 
chains  are  growing.  They  don't  want 
to  deal  with  small  distributors.  A  big 
chain  wants  to  deal  with  a  big  or- 
ganization. We've  already  made  sev- 
eral acquisitions." 

Geest  has  been  making  these  ac- 
quisitions with  cash.  Why  doesn't 
Geest  go  public?  Wouldn't  making 
acquisitions  then  become  easier? 

"We'll  never  go  public,"  says  John. 

"We  don't  want  to  share  our  prof- 
its with  anyone  else.  We'd  rather  plow 
them  back  into  the  business."  ■ 
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TV  Guide's  halfway  through  the  year  and 
ahead  all  the  way.  Ad  revenue  is  up  18%  and  cir- 
culation is  850,000  ahead  of  the  first  half  of  1970. 

We  keep  ahead  of  ourselves  because 
TV  Guide  is  essential  to  a  lot  of  readers  who  are 
important  to  advertisers. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


Source:  Publisher's  Estimates. 
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You  d  jn't  have  to  make  your 
usiness  conform  to  us. 


We  don't  use  specially  sensitized  paper. 


The  spirit  of  co-operation  begins  with  the  paper  that  Xerox 
machines  use. 

It's  ordinary,  unsensitized  paper.  Which  coincidentally  is  what 
most  businesses  use. 

It  means  that  if  you  happen  to  want  personalized  letters  on  your 
company  letterhi  ad  a  Xerox  machine  will  be  happy  to  oblige.  (And 
you'll  escape  lot 

Or  if  you  wa;       imel  :d  on  a  pre-printed  form,  a  Xerox 


machine  will  obediently  do  the  job.  (And  you'll  save  time,  carbons  anc 
mistakes.) 

Or  if  you  want  something  copied  on  colored  stock,  a  Xero: 
machine  will  hop  to  it.  (And  you'll  avoid  distribution  and  referencijiof 
headaches.) 

Of  course  the  spirit  of  co-operation  goes  beyond  the  use  of  ordi 
nary,  unsensitized  paper.  Our  machines  will  also  copy  on  extraordinary 
things  like  acetates,  mailing  labels,  and  card  stock. 


We  conform  to  your 
business. 
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\  Proposal  for  A  &  J  Pnrfiict*  Corporation 


all  we  have  over  20  machines.  And  they  co-operate  in  some 
remarkable  ways. 

ike  the  machine  that'll  take  big,  oversized  documents  such  as 
iting  ledgers  and  reduce  them  to  standard  size.  In  one  second. 
)r  machines  that'll  make  blowups  on  bond  paper  from  microfilm. 
)r  the  machine  that'll  rifle  an  exact  copy  of  a  document  coast- 
st  in  four  minutes  or  less  over  ordinary  telephone  lines. 
We  even  have  accessories  that  allow  some  of  our  machines  to 


feed  themselves  originals,  then  copy  and  collate  them.  Automatically. 

But  our  help  doesn't  end  with  the  machine  you  choose.  We  have 
a  full  line  of  supplies  that  are  engineered,  tested  and  retested  so  you 
get  the  most  out  of  your  machine. 

And  a  highly  skilled  team  of  Xerox  people  to  make  the  machines 
and  supplies  deliver  the  kind  of  job  you  (and  we)  expect  of  them. 

Now  you  know  how  we  conform  to  your  business. 

By  being  nonconformists. 


XEROX, 


XEROX   IS  A   REGISTERED  TRADEMARK  OF  XEROX  CORPORATION. 


The  Money  Men 


Alan  K.  Browne 


Bonds: 

You  Can 

Get  Taken 

Here,  Too 


Remember  when  all  those  individ- 
ual investors  were  pulling  their 
money  out  ol  stocks  and  putting  it 
into  bonds?  It  wasn't  very  long 
ago:     1969.      !  I  ing    a    drub- 

bing in  the  stock  market,  th<  \ 
wanted  to  nail  down  those  jui 
sale  Si  and  ()'-  vields  Often  til 
investors  were  newcomers  to  the 
bond  market;  but  tin  i  were  so 
many  of  them  that  individuals  and 
trusts  bought  some   L05C  of  the  new- 


corporate  issues  and  25%  of  the  new 
tax  exempts,  up  sharply  from  pre- 
vious years. 

Well,  this  influx  of  new  investors 
is  making  some  waves  in  the  usual- 
ly placid  bond  market.  Sixty-one- 
year-old  Alan  K.  Browne,  who  as 
chief  investment  officer  of  the  Bank 
of  America  guided  its  investments 
for  many  years,  frets  that  some  in- 
vestors may  have  gone  astray  in 
bonds.  He  worries  that  they  have 
turned  to  bonds  not  as  income 
vehicles  but  as  growth  vehicles. 
"The  bond  market,"  he  says  simply, 
"is  in  a  state  of  confusion." 

The  result  is  that,  compared  with 
a  few  years  ago.  the  rapidly  ex- 
panding bond  market  looks  like 
the  go-go  stock  market  of  the  late 
Sixties,  complete  with  large  price 
swings,  plenty  of  speculation— and 
problems.  "I  think  a  lot  of  individ- 
uals have  been  introduced  to  bonds 
improperly,"  Browne  explains. 
"They  haven't  looked  upon  them 
as  permanent  investments.  They 
have  regarded  them  as  being  just 
as  good  [for  appreciation]  as  some 
very  volatile  equities." 

Browne  was  in  the  news  recent- 
ly when  he  quit  his  $50,000-a-year 
senior  vice-presidency  at  Bank  of 
America.  He  was  upset  by  what  he 
claimed  was  the  bank's  increasing 
preoccupation  with  profitability— 
at  the  expense  of  its  longtime  role 
of  helping  to  finance  California's 
thousands  of  schools  and  its  many 
cities  and  counties  at  the  lowest 
possible  cost.  And  he  was  miffed 
over  his  own  decreased  authority 
at  the  bank.  But  before  he  left 
BofA  he  sp  ike  with  Forbes  about 
the  bond  market  s  new  problems. 

What  w onies  Browne  is  not  so 
much  the  occasional  disaster,  such 
as  Penn  Central,  Lockheed  or  the 
Chesapeake  Bay  bridge  and  Tun- 
nel district  (see  box),  that  turns 
what  looked  like  safe  investments 
into  pieces  of  speculative  paper.  It's 
that  many  investors  just  don't  fully 
appreciate  that  the  bond  market, 
like  the  stock  market,  is  becoming 
increasingly  full  ol  trapdoors,  mi- 
lages and  surprises. 

Tax-exempt  bonds  were  Browne's 
particular  specialty  at  the  Bank  of 
America,  and  it  is  here  that  he  sees 
the  most  potholes  waiting  to  trip  up 
investors  who  assume  that  picking 
tax-exempts  is  as  simple  as  Inning, 
say,  toothpaste  or  gasoline.  "The 
corporate  sector  is  well  regulated 
under  both  the  SEC  and  the  Na- 


tional Association  of  Securities 
Dealers,"  explains  Browne,  "where- 
as the  municipals  area  is  almost  en- 
tirely free  of  regulation.  And  the 
very  rapid  growth  in  the  volume  of 
municipal  financing— from  $5  bil- 
lion a  year  in  the  Fifties  to  $18 
billion  last  year— can  attract  fringe 
operators  who  take  advantage  of 
the  lack  of  regulation." 

For  one  thing,  Browne  isn't  sure 
that  all  investors  are  told  exactly 
what  they  are  buying.  Browne 
doesn't  think  that  misrepresenta- 
tion is  widespread,  but  he's  frankly 
worried  that  it  is  on  the  upswing. 
"We've  had  situations  where  some 
buyers  thought  they  were  buying 
a  general  obligation  bond  [secured 
by  the  total  taxing  power  of  the  is- 
suer] and  it  turned  out  to  be  a 
revenue  bond  [secured  only  by  the 
revenues  from  the  sale  of  a  spe- 
cific service,  a  bridge,  say,  or  a 
highway]."  He  also  warns  that 
bond  buyers  should  study  their  ge- 
ography. "Let's  say  that  you  are 
buying  a  bond  that  says  Shelby 
County,  Tenn.,  which  includes 
Memphis.  But  if  you  examine  the 
fine  print  carefully,  you  might  find 
it  is  just  a  little  tiny  segment  of 
Shelby  County.  It  is  like  saying 
the  State  of  California,  but  it  may 
turn  out  to  be  a  small  school  dis- 
trict in  the  state  of  California." 

Browne  also  worries  whether 
enough  individual  bond  buyers 
have  thought  out  carefully  how 
they  plan  to  sell  their  bonds.  When 
individuals  bought  or  sold  issues  in 
the  late  Sixties  in  lots  of  five  or 
seven  or  ten,  it  was  profitable  for 
everyone— the  salesman,  the  issuer 
and  the  buyer.  But  liquidating 
these  small  holdings  in  today's  mar- 
ket can  be  a  far  different  matter. 
"You  might  have  a  bond  that  sells 
at  110  on  the  basis  of  the  last  sale 
on  the  exchange,  and  go  to  a  bro- 
ker and  ask  him  for  the  market  and 
the  best  he  can  come  up  with  is 
105."  On  ten  bonds  with  a  total 
par  value  of  $10,000,  that's  $500 
less  than  the  holder  probably 
thinks  they  are  worth— wiping  out 
perhaps  most  of  his  capital  gain  or 
two-thirds  ol  a  year's  interest.  And 
that  doesn't  count  the  commissions 
which  he  must  pay. 

Often,  says  Browne,  unscrupu- 
lous dealers  pushing  municipal 
bonds  can  take  advantage  of  t^ie 
hick  of  publicly  quoted  prices.  "It's 
verj  eas\ ,  sometimes,  lor  a  dealer 
to  buy  a  bond  at  78  and  sell  it  at 
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85.  Yet  the  person  who  bought  the 
bond  at  85  could  have  bought  it 
at  78  if  he  had  purchased  from 
another  dealer,"  says  Browne.  "Un- 
der Securities  &  Exchange  Commis- 
sion rules  you  can't  do  that  with 
stocks  or  corporate  bonds.  But  with 
the  municipal  bond  business  ex- 
empt from  SEC  regulation,  that  is 
not  really  fraud.  It's  business." 

Another  problem  is  that  of  deal- 
ers buying  bonds  for  their  own  in- 
ventory. After  a  new  issue  is  sold 
out,  there  is  a  free  market  in  the 
bond,  with  prices  quoted  by  bro- 
kers. In  the  municipal  market, 
members  of  an  underwriting  syn- 
dicate can  buy  some  of  a  slow-sell- 
ing new  issue  themselves  by  form- 
ing a  joint  trading  account.  "We 
call  this  playing  with  mirrors," 
Browne  explains.  "It  can  create  the 
impression  of  a  terrifically  success- 
ful sale."  In  other  words,  the  issue 
is  technically  sold  out,  and  the 
only  way  an  individual  can  buy  the 
bonds  is  to  buy  them  out  of  the 
dealer's  inventory  at  a  higher-than- 
issue  price. 

Don't  get  Browne  wrong.  He  is 
not  advocating  that  individuals 
stick  to  stocks.  What  he  is  simply 
asking  is  that  they  begin  to  pay 
the  same  attention  to  their  bonds  as 
they  do  to  their  stocks.  Worry  a 
little.  Read  the  fine  print.  Under- 
stand that  there  are  risks. 

Naturally,  we  asked  Browne  ex- 
actly what  he  would  recommend 
that  a  small  investor,  say,  one  with 
$10,000,  should  do  with  his  mon- 
ey. Browne  wouldn't  !><•  drawn  in- 


Twenty  years  ago,  Lucius  J.  Kel- 
lam,  a  Virginia  businessman,  de- 
cided he  was  tired  waiting  for  the 
ferry  that  splashed  across  the 
choppy  Chesapeake  Bay  waters, 
linking  the  southern  tip  of  Virgin- 
ia's Delmarva  peninsula  to  Norfolk. 

Gathering  a  group  of  fellow  be- 
lievers, Kellam  did  something  about 
it.  With  prestigious  Wall  Street 
firms  underwriting  the  deal,  Kel- 
lam, chairman  of  the  Chesapeake 
Bay  Bridge  and  Tunnel  District 
Commission,  raised  $200  million  to 
build  a  17.6-mile  bridge-tunnel- 
bridge-tunnel-bridge  sequence  that 
cuts  an  hour  and  a  half  off  the 
ferry's  old  time.  He  raised  the  mon- 
ey by  selling  tax-exempt  bonds. 

Kellam  has  his  bridge.  The  bond- 
holders are  holding  the  bag.  Kel- 


to  an  argument  over  the  relative 
merits  of  bonds  vs.  stocks.  But  he 
did  have  some  advice  for  individ- 
uals who  had  decided  to  put  some 
money  into  bonds. 

First,  says  Browne,  steer  clear  of 
long-term  issues,  say,  those  that 
come  to  maturity  30  years  out.  If 
interest  rates  go  up,  these  bonds 
will  decline  sharply  in  value.  If  the 
individual  is  forced  to  sell,  he  will 
have  to  take  a  deep  loss.  Nor  is  it 
likely  that  he  will  be  able  to  hold 
the  bonds  to  maturity  and  get  100 
cents  on  the  dollar.  So  he  should 
stick  to  medium-term  bonds,  say, 
ten  years  out. 

Second,  be  sure  to  realize  that 
the  odd-lot  seller  is  seldom  going 
to  be  able  to  get  as  good  a  price  as 
those  quoted  in  the  newspapers, 
which  are  those  paid  by  the  big 
round-lot  traders.  But  you  can  re- 
duce this  problem,  says  Browne, 
by  putting  your  money  into  a  high- 
ly marketable  issue,  in  this  instance 
meaning  one  that  is  actively  traded 
in  big  volume. 

"An  individual  should  not  try  to 
compete  with  financial  institutions," 
says  Browne.  He  is  better  off  tak- 
ing a  little  lower  yield  and  buying 
some  savings  bonds  or  a  new  Trea- 
sury issue  that  has  a  limited  ma- 
turity. "For  instance,  those  Treasury 
6J4S  now  yield  somewhere  around 
6%%.  That's  a  good  buy.  They  are 
due  in  only  seven  years.  And  your 
market  risk— while  there  has  been 
a  fluctuation  from  105  down  to  98 
—isn't  too  bad.  If  that  was  a  bond 
that     was     20     years     longer,     it 


Holding  the  Bag 


wouldn't  be  just  seven  points.  It 
would  be  more  like  15." 

Does  Browne  see  any  opportuni- 
ties for  speculation  in  today's  bond 
market?  Not  for  the  individual  in- 
vestor, he  says.  But,  then  musing  a 
moment,  he  says:  "Maybe  Penn 
Central."  Browne  is  a  former  rail- 
road bond  man  himself,  so  he 
knows  full  well  that  the  speculator 
who  plunges  into  railroad  reorgani- 
zation had  better  do  his  homework 
first.  "It  is  an  awfully  difficult  thing 
to  unravel.  I  think  historically  the 
least  likely  candidates  for  success- 
ful speculation  are  the  mere  deben- 
tures and  promises  to  pay  which 
are  ultimately  either  wiped  out  or 
exchanged  for  stock." 

In  the  past,  Browne  points  out, 
the  speculator  who  buys  the  bonds 
with  claims  on  the  real  property 
like  the  track  has  made  out  the 
best.  "They  are  still  going  to  run 
trains  between  here  and  there,  and 
this  is  the  track  they  will  use."  For- 
tunes were  made,  he  recalls,  spec- 
ulating in  railroad  bonds  during 
the  reorganizations  of  the  Thirties 
and  Forties.  Lightning  could  strike 
twice,  he  suggests,  but  then  he  re- 
peats his  warning— that  there  are 
very  big  differences  among  various 
kinds  and  classes  of  liens  issued 
by  the  same  company. 

But  most  people,  says  Browne, 
should  have  nothing  to  do  with 
that  kind  of  game.  For  them,  the 
bond  market  should  be  played  for 
yield,  not  for  gains.  And  even  here 
there  are  plenty  of  sharks  on  the 
prowl  for  unwary  minnows.   ■ 


Chesapeake  Bay  Tollbooth 


lam  expected  enough  vehicles  by 
1970  to  be  grossing  some  $18  mil- 
lion in  tolls.  Instead,  last  year  there 
were  only  1.2  million  vehicles  shell- 
ing out  $7.4  million.  Result:  In 
July  the  Chesapeake  Bridge  and 
Tunnel  Authority  failed  for  the 
third  straight  time  to  meet  its  semi- 
annual interest  payments  of  $2.8 
million,  for  the  $100  million  of 
Series  C  bonds.  And  here's  the  rub: 
These  are  the  bonds  sold  to  in- 
dividual investors.  Enough  tolls 
have  been  collected  to  keep  up 
payments  on  the  Series  A  &  B  bonds, 
purchased  mainly  by  big  institu- 
tional investors.  Today,  Series  C 
bonds  purchased  for  $1,000  in 
1960  are  selling  for  $400. 

As    Alan    Browne    says,    "Bonds 
have  risks,  too." 
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Capitol  Punishment 

If  only   it   could   fix   its    U.S.    problem,    Britain's   EMI   could 
hope  for  smooth  sailing  everywhere  in  the  entertainment  world. 


Perhaps  the  name  EMI  isn't  familiar 
to  you,  but  the  name  Capitol  Rec- 
ords almost  certainly  is.  Actually, 
Capitol  is  only  the  American  tip  of  a 
very  big  British-based  entertainment 
iceberg  known  as  EMI. 

EMI— Electric  &  Musical  Industries, 
as  it  was  formerly  known— is  one  of 
the  biggest  entertainment  companies 
in  the  world.  In  the  U.S.  it's  known 
for  Capitol  Records  and  for  The  Bea- 
tles, who  are  under  contract  to  it,  but 
it  operates  through  35  subsidiaries 
in  28  countries,  last  year  grossing 
$540  million  and  netting  $50  million 
before  taxes.  Taking  the  non-Com- 
munist world  as  a  whole,  only  RCA 
and  Columbia  Broadcasting  are  big- 
ger entertainers.  In  phonograph  rec- 
ords, the  backbone  of  EMI's  business, 
nobody  is  bigger. 

EMI  has  a  headache,  an  American 
headache:  Capitol  Industries,  70% 
owned  by  EMI,  which  in  turn  owns 
Capitol  Records.  One  year  it's  down, 
the  next  it's  up.  It  was  down  in  1968, 
up  the  following  year,  way  up  last 
year.  Right  now  Capitol  Records  is 
down  again,  way  down. 

The  result  is  that,  in  the  first  nine 
months  of  fiscal  1971,  Capitol  In- 
dustries' revenues  were  down,  too,  a 
dismal  15%,  from  $140  million  to  $119 
million;  earnings  were  down  an  even 


more  dismal  95%,  from  $7.5  million 
to  $362,000.  Earnings  per  share  were 
a  measlv  8  cents  as  compared  with 
SI. 66.  And  EMI  Chief  Executive  John 
Emms  Read  sees  a  miserable  fourth 
quarter  ahead. 

This  is  bad  news  for  EMI  stock- 
holders this  year.  (At  last  count,  there 
were  66,550  of  them,  including  19,034 
Americans.)  Capitol  Industries  ac- 
counted for  over  33%  of  EMI's  rev- 
enues and  over  31%  of  earnings  last 
year,  considerably  more  than  all  the 
other  EMI  overseas  subsidiaries  com- 
bined. This  figure  is  what  makes  Cap- 
itol Records  such  a  dreadful  problem 
child.  Obviously,  EMI  cannot  help 
but  fall  with  it  this  year. 

What's  the  matter  with  Capitol 
Records? 

Asked  the  question  the  other  day, 
Read  hesitated  for  a  moment,  then 
reached  for  pencil  and  paper.  He 
drew  a  jagged  line,  with  sharp  peaks 
and  deep  valleys,  generally  moving 
upward,  but  erratically. 

"That's  what  American  corporations 
are  like,"  he  said. 

Then  he  drew  another  line.  It  was 
a  more  gentle  line.  It,  too,  had  peaks 
and  valleys,  but  the  peaks  weren't  as 
sharp,  the  valleys  not  as  deep.  It, 
too,  had  a  general  upward  slope,  but 
it  did  not  rise  quite  as  far  as  the  first. 


Already  a    hit   it 
of  Beatrix  Potter, 


EMI's    British    movie    houses,    Peter    Rabbit    and    Tales 
based  on   Beatrix  Potter's  animal  stories  for  children, 


now    is    playing    in    the    U.S.    The    film    cost    only    $720,000    to    make. 


"And  diat's  how  European  corpora- 
tions are." 

Read  explained:  "I'm  not  saying 
this  in  criticism  of  American  corpora- 
tions. On  the  contrary.  It's  just  that 
you're  different  from  us.  You  never 
let  what  seems  like  an  opportunity 
pass  you  by.  You  plunge  after  it,  and 
you  don't  wony  about  costs.  You  take 
chances.  If  everything  turns  out  all 
right,  the  costs  don't  matter.  On  the 
other  hand,  when  things  go  sour, 
that's  when  you  get  those  valleys. 

"In  Europe,  we're  more  conserva- 
tive. We  move  slowly,  cautiously.  We 
always  worry  about  costs.  Sometimes, 
we  let  opportunities  escape  us,  but 
we  rarely  get  into  the  kind  of  trouble 
your  corporations  do." 

What  happened  to  Capitol,  Read 
said,  was  that  it  fell  into  the  U.S. 
pattern;  in  effect,  it  "went  Hollywood" 
(understandably  so,  perhaps,  since  it 
is  based  there).  With  sales  of  records 
expanding  in  the  U.S.  at  a  terrific 
rate,  it  piled  on  staff  in  order  to  get 
an  ever-larger  market  share.  Then 
came  the  recession.  Record  sales  fell 
off.  "We  got  unprecedented  returns. 
And  the  market  switched  to  lower- 
priced  records  with  lower  profit  mar- 
gins," said  Read.  "We  had  an  organi- 
zation geared  to  a  volume  no  amount 
of  effort  could  sustain  because  of  the 
recession,  costs  that  our  revenues 
couldn't  justify." 

EMI  is  now  moving  ruthlessly  to 
straighten  out  Capitol.  In  mid-Jan- 
uary the  company  sent  Bhaskar  Men- 
on,  who  formerly  had  run  its  opera- 
tions in  India,  to  Hollywood,  and  by 
late  April  he  had  taken  over  as  presi- 
dent of  Capitol  Industries  from  Stan- 
ley M.  Gortikov.  Menon  is  weeding 
and  pruning.  "The  last  figures  I  saw, 
we  had  cut  administrative  costs  at 
Capitol  Records  by  20%,"  says  Read. 
"I'm  sure  it's  much  higher  by  now  ." 

Menon  also  has  the  job  of  finding 
new  talent.  "We've  been  relying  too 
much  on  The  Beatles,"  Read  explains. 
"We  have  other  stars,  of  course— Glen 
Campbell,  Merle  Haggard,  Buck 
Owens— but  The  Beatles  have  been 
our  mainstay.  Their  contracts  with  us 
still  have  five  years  to  run,  but  we 
must  look  ahead." 

Read  exudes  confidence  that  Men- 
on will  start  Capitol  on  the  way  up 
again  next  year.  "He's  an  Indian,  yes, 
but  he  knows  the  U.S.  In  India,  Men- 
on had  to  deal  with  all  the  U.S.  rec- 
ord companies,  and  he  knows  the 
world  market,  too,  because  for  a  time 
he  was  managing  director  of  EMI 
International  Services,  responsible  for 
EMI  operations  in  Scandanavia, 
Greece,  Turkey,  the  Middle  East,  Af- 
rica, Asia  and  Latin  America." 

Records  are  the  backbone  of  EMI's 
business.    Last    year,    they    provided 
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"When  I  was  nine 
I  flunked  a  big 
geography  test." 
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"This  year,  my  department  will  work 
on  insurance  in  78  foreign  countries."   Lloyd  Benedict 
says:  "Today,  American  business  is  growing  in  places 
that  weren't  on  any  map  in  my  schoolroom.  Places  like  West 
Irian  and  Tanzania.  And  even  in  Europe,  insurance  isn't 
the  same  as  it  is  at  home." 

Lloyd  Benedict  manages  Johnson  &  Higgins'  International 
Department.  "To  make  insurance  cross  national  boundaries,"  Lloyd  says, 
"you  need  specialists.  We  have  our  own  offices  in  Italy,  Japan, 
Canada,  Latin  America,  Australia  and  New  Zealand  as  well  as  our 
exclusive  overseas  correspondents.  Together,  they're  a  network  of 
specialists.  In  insurance  and  in  doing  business  the  local  way." 

What's  true  for  worldwide  companies  is  true  for  every  company. 
Your  own  included.  Johnson  &  Higgins  has  offices  in  major  cities 
here  and  abroad.  Call  us.  We'll  make  your  insurance  work  for  you. 

Johnson  &  Higgins 
industry's  international  insurance  broker 


Ttu,  announcement  under  no  circumstence,  ,$  lo  be  constnjed  a.  an  orjer  o/  Ihes.  securities  /or  saje. , 
a  solicitation  0/  «n  offer  10  buy  any  0/  these  securities.  The  offer  0/  rneje 
securities  is  made  ordy  by  means  0/  (/»  Prospectus. 


NOT  A  NEW   ISSUE 


275,000  Shares 

New  Process  Company 

Common  Stock 

( Without  Par  Value ) 


pkicf  S64.50  Per  share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  un- 
derwriters as  may  lawfully  oSet  these  securities  in  this  State. 


SHIELDS  &  COMPANY 

Incorporated 


BLYTH  Ar  CO..  INC. 


Dkexel  Firestom: 


Eastman  Dillon,  inion  Seci rities  &  Co. 

Incorporated 

H0RNBL0WER  Ar  M'EEKS-HEMPHILL.  NOYES 
LEHMAN  BROTHERS  LOEB,  RHOADES  A.  Co. 

Incorporated 

Salomon  Brothers 

stone  ar  webster  securities  corporation 

BACHE&CO. 

Incorporated 


Dl  PONT  GLORE  FORGAN 

Incorporated 

GOLDMAN.  SACHS  &  CO. 
KIDDER.  PEABODY  &  CO. 

Incorporated 

PAINE,  WEBBER,  JACKSON"  &  CURTIS 

Incorporated 

SMITH,  BARNEY  &  CO. 

Incorporated 

WHITE,  MELD  &  CO. 
PARIBAS  CORPORATION 


PATCH  and  SPRAY 
OLD  ROOFS 


Your  maintenance  men  are  roofing  experts  with 
Ranco's  New  Do-It- Yourself  Roof  Spray 
Process.  Professional  results  are  achieved  at  a 
fraction  of  normal  root  ng  costs.  Ranco  provides 
on-the-job  know-how.  "•  material  is  supplied 
in  Kits  which  includes  ~d  spraying 

material  required  for  each  7,000  H  The 
special  spray  sealant  restores  pliability  and 
shields  the  roofing  felts  against  the  elements. 
Write  on  company  letterhead  for  FREE  48-page 
Ranco  Roofing  &  Maintenance  Manual  and  ask 
to  view  our  3-Minute  color  movie  entitled,  "Spray 
Process  Saves  Old  Roofs." 
RANCO    INDUSTRIAL    PRODUCTS    CORP. 

13306  Union  Avenue,  Cleveland,  Ohio  44120 


Pennzoil 
United 

DIVIDEND  NOTICE 

The  following  dividends  have  been 
declared: 

20c  per  share  on  the  Common  Stock 
of  the  Company  payable  on  September 
15,  1971  to  stockholders  of  record  at 
the  close  of  business  on  August  31, 
1971. 

331/3c;  per  share  on  the  $1.331/3  Cu- 
mulative Preference  Common  Stock  of 
the  Company  payable  on  October  1, 
1971  to  stockholders  of  record  at  the 
close  of  business  on  August  31,  1971. 

39%c  per  share  on  the  $1.581/3  Cumu- 
lative Preference  Common  Stock  of 
the  Company  payable  on  October  1, 
1971  to  stockholders  of  record  at  the 
close  of  business  on  August  31,  1971. 

R.  B.  BERRYMAN 
Corporate  Secretary 

June  30,  1971 

Pennzoil  United,  Inc. 
900  Southwest  Tower 
Houston,  Texas  77002 


60%  of  revenues  and  66%  of  earnings 
before  taxes.  However,  the  company 
has  been  moving  to  lessen  its  depen- 
dence on  records.  It  has  built  up  a 
fairly  substantial  electronics  business, 
which  now  accounts  for  20%  of  rev- 
enues and  13%  of  earnings.  It  also 
has  bought  Thames  Television,  the 
majpr  commercial  TV  network  in  the 
United  Kingdom. 

Recently,  it  has  been  moving  into 
the  motion-picture  business  in  a  big 
way.  In  1969  it  bought  Associated 
British  Picture  Corp.,  a  chain  of  260 
movie  theaters.  This  year,  it  entered 
into  an  agreement  with  Metro-Gold- 
wyn-Mayer  to  jointly  produce  and 
distribute  movies.  It  also  entered  into 
a  joint  production  agreement  with 
Hammer  Films,  which  specializes  in 
blood-dripping  horror  flicks. 

"We  Can'i  Lose  Much" 

Wasn't  EMI  abandoning  its  "Euro- 
pean conservatism"  by  going  so  heavi- 
ly into  the  motion-picture  business? 
Read  was  asked.  "Not  at  all,"  he  re- 
plied. "We're  not  following  the  U.S. 
pattern.  We're  not  plunging  on  spec- 
taculars that  may  cost  S20  million  or 
§30  million,  hoping  for  a  killing. 
We've  set  aside  a  revolving  fund  of 
£.6.5  million  [S15.6  million].  That's 
to  cover  all  the  pictures  we  make,  no 
matter  how  many.  The  revenues  from 
the  pictures  that  are  leased  will  go 
back  into  this  fund  to  finance  new 
pictures,  but  the  fund  will  never  ex- 
ceed £6.5  million. 

"This  means  that  we'll  be  making 
pictures  that  cost  between  £300,000 
[5720,000]  and  £500,000  [$1.2 
million].  That's  not  much  to  risk.  If  a 
picture  comes  along  that  will  cost 
more  than  £500,000,  we'll  take  in 
partners  to  put  up  the  difference. 

"We  don't  expect  to  make  money 
on  every  picture,  but,  since  we  can't 
lose  much,  any  hit  we  make  will  be 
a  great  boost  to  profits."  An  example 
is  the  success  of  its  Tales  of  Beatrix 
Potter,  based  on  the  children's  animal 
stories  (see  p.  44),  which  packed 
British  movie  houses. 

EMI  has  certain  advantages  over 
U.S.  film  companies.  Under  the  U.S. 
antitrust  laws,  no  U.S.  film  company 
is  permitted  to  own  movie  theaters, 
but  EMI  can.  Again,  producing  tele- 
vision programs  for  Thames  Television 
can  help  to  keep  EMI's  Elstree  Stu- 
dios working.  And  the  agreement  with 
M-G-M  also  will  provide  work  for 
Elstree  now  that  M-G-M  has  sold 
Boreham  Wood. 

"In  the  U.K.,  we're  a  healthy,  buoy- 
ant business,"  says  Read.  "Elsewhere, 
outside  the  U.S.,  we're  keeping  up 
well.  Once  we  solve  our  U.S.  prob- 
lem, we'll  do  fine.  I  think  we're  on  the 
way  to  solving  our  U.S.  problem."  ■ 
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Fly  California  the  Beautiful  on  PSA. 


There  are  a  lot  of  business-like  reasons  why 

more  California  business,  r.e.n  fly  PSA  on 

business  than  any  other  airline.  Such  as  most 

lights.  We  have  over  160  a  day  connecting  Los 

Angeles,  Hollywood-Burbank,  Long  Beach, 

San  Diego,  Ontario,  San  Francisco,  Oakland 

ijan  Jose,  and  Sacramento.  Also  every-hcur- 


on-the-hour  flights,  Los  Angeles/San  Francisco. 

Also  lowest  airfares.  Also  Fly-Drive-Sleep,  where 

one  phone  call  does  it  all  —  flight  reservation, 

rent-a-car,  and  PSA  hotel  (the  Istendia  ih  Sar 

Diego  or  the  San  Franciscan  up  North). 

For  other  beautiful  also-s,  see  your 

travel  agent  or  PSA.  PSA  gives  you  a  lift. 
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Palo  Alto  Square. 
A  new  business  life  style. 


Scenic  views  of  the 
hills  and  bay  from  twin, 
10-story  office  towers 
with  294,000  square 
feet  (you  can  lease  as 
little  as  500)  of  air- 
conditioned  office  space 
with  complete  services. 


Congenial  atmosphere 
with  fountains,  hundreds 
of  trees,  landscaped  malls 
and  a  central  park.  And 
good  weather. 


Complete  banking, 
brokerage  and  financial 
services  are  located  at  the 
base  of  the  towers.  Two 
theaters  offer  advanced 
facilities  for  sales  meet- 
ings and  conferences. 


Convenient  location  on 
El  Camino  Real  at  Page 
Mill  Road.  Only  minutes 
from  the  Peninsula's 
major  airports  and 
freeways.  And  home. 


J% 


.^ 


sx; 


21  acres  allows  covered 
parking  for  150  tenant 
cars  and  free,  open  park- 
ing for  1350  employee 
and  visitor  cars. 


?^ 


A  prestigious  business 
address  now  leasing 
through  Grubb&  Ellis  Co. 
exclusive  agent.  Call 
(415)493-2000. 


Palo  Alto  Square 


GRUBB  &  ELLIS  CO  .EX  .EASING  AGENTI415)  493-2000 


A  DILLINGHAM  DEVELOPMENT 
COMPANY  PROJECT 


S-F/4 


Poking  through  the  New  York 
k  Exchange  listings  for  com- 
mon stocks  combining  high  yields 
with  low  price/ earnings  ratios. 
Forbes  statisticians  uncovered  a 
surprising  fact:    The  great  majori- 


Clearance  Sale? 

ty  of  such  bargains  are  among 
public  utility  issues.  This  is  an  in- 
dustry where  only  a  half-dozen 
years  ago  dividend  yields  averaged 
about  3%  and  P/E  ratios  aver- 
aged around  19.  Now,  in  part,  be- 


cause of  the  prospect  of  large  new 
equity  financings  (Forbes,  Apr. 
1,  p.  41),  prices  are  low.  Below 
.ue  55  utility  stocks  currently 
yielding  6%  or  more  and  selling  at 
12  times  earnings  or  less.   ■ 


Latest 

Price/ 

Annual 

1971 

Recent 

12-Month 

Earnings 

Dividend 

Payout 

Price 

Company 

Price 

Earnings 

Ratio 

Rate 

Yield 

Ratio 

Range 

Allegheny  Power  System 

22% 

$2.03 

11 

$1.36 

6.1% 

67% 

25%-19% 

American  Electric  Power 

27% 

2.33 

12 

1.70 

6.2 

73 

323/4-27% 

Atlantic  City  Electric 

203/4 

1.85 

11 

1.36 

6.6 

74 

25% -20% 

Baltimore  Gas  &  Electric 

293/4 

2.73 

11 

1.82 

6.1 

67 

34% -28 

Boston  Edison 

36% 

3.31 

11 

2.36 

6.5 

71 

40%-35% 

Brooklyn  Union  Gas 

23% 

2.11 

11 

1.72 

7.4 

82 

27%-23% 

Central  Illinois  Public  Service 

19 

1.78 

11 

1.20 

6.3 

67 

22%-18% 

Central  Maine  Power 

19'/8 

1.55 

12 

1.20 

6.3 

77 

21% -18 

Cincinnati  Bell 

21 

199 

11 

1.30 

6.2 

65 

25% -203/4 

Cincinnati  Gas  &  Electric 

243/4 

2.16 

11 

1.56 

6.3 

72 

29% -24 

Cleveland  Electric  Ilium. 

34'/8 

308 

11 

2.24 

6.6 

73 

423/4-333/4 

Columbus  &  Southern  Ohio  Elec. 

263/4 

220 

12 

1.80 

6.7 

82 

32% -25% 

Commonwealth  Edison 

36% 

2.99 

12 

2.20 

6.0 

74 

43%-34% 

Consolidated  Edison 

25% 

2.34 

11 

1.80 

7.1 

77 

29     -24% 

Consolidated  Natural  Gas 

28% 

2.70 

10 

1.88 

6.7 

70 

33     -28% 

Consumers  Power 

30% 

2.85 

11 

2.00 

6.6 

70 

373/8-295/8 

Dayton  Power  &  Light 

24  >/4 

2.28 

11 

1.66 

6.8 

73 

27%-24% 

Delmarva  Power  &  Light 

17% 

1.50 

12 

1.12 

6.4 

75 

22%-16% 

Detroit  Edison 

19'/2 

1.89 

10 

1.40 

7.2 

74 

233/8-19y8 

Duquesne  Light 

2378 

2.17 

11 

1.66 

7.1 

76 

263/4-22 

Eastern  Utilities 

20 

1.71 

12 

1.40 

7.0 

82 

223/4-19% 

Equitable  Gas 

34 1/4 

3.71 

9 

2.20 

6.4 

59 

36% -32% 

General  Public  Utilities 

223/8 

1.90 

12 

1.60 

7.2 

84 

251/3-2IV8 

Indiana  Gas 

25>/4 

2.88 

9 

1.72 

6.8 

60 

30% -25 

Indianapolis  Power  &  Light 

24 

1.97 

12 

1.50 

6.3 

76 

30     -233/4 

Interstate  Power 

17% 

1.56 

11 

1.28 

7.2 

82 

20%-173/4 

Iowa  Electric  Light  &  Power 

173/4 

1.81 

10 

1.30 

7.3 

72 

22     -17% 

Iowa  Power  &  Light 

22% 

2.17 

11 

1.60 

7.0 

74 

26%  -22% 

Iowa  Public  Service 

21 

2.06 

10 

1.40 

6.7 

68 

243/4-20% 

Kansas  City  Power  &  Light 

34 

3.15 

11 

2.08 

6.1 

66 

38     -31 

Kentucky  Utilities 

26»/4 

•2.59 

10 

1.68 

6.4 

65 

32%-25% 

Laclede  Gas 

21% 

2.39 

9 

1.45 

6.8 

61 

24%-21 

Long  Island  Lighting 

23% 

2.03 

11 

1.38 

6.0 

68 

273/4-21% 

Minnesota  Power  &  Light 

20% 

1.97 

10 

1.30 

6.4 

66 

25%-19% 

New  England  Electric 

23% 

2.04 

11 

1.56 

6.7 

76 

25i/4-22i/2 

New  York  State  Elec.  &  Gas 

29% 

2.64 

11 

2.08 

7.0 

79 

36%-29 

Niagara  Mohawk  Power 

16% 

1.41 

12 

1.10 

6.8 

78 

18     -15% 

Northern  States  Power 

25% 

2.30 

11 

1.70 

6.7 

74 

29%-25 

Ohio  Edison 

22 

1.81 

12 

1.54 

7.0 

85 

27%-2P/4 

Orange  &  Rockland  Utilities 

19% 

1.59 

12 

1.20 

6.2 

75 

22% -18 

Pennsylvania  Power  &  Light 

22% 

2.05 

11 

1.60 

7.0 

78 

26%-21% 

Peoples  Gas 

33% 

3.61 

9 

2.08 

6.2 

58 

393/3-331/3 

Philadelphia  Electric 

21% 

1.85 

12 

1.64 

7.6 

89 

25%-21 

Piedmont  Natural  Gas 

19% 

1.82 

11 

1.20 

6.1 

66 

23% -19% 

Portland  General  Electric 

20% 

1.76 

12 

1.38 

6.7 

78 

23%-19% 

Public  Service  Electric  &  Gas 

26% 

2.59 

10 

1.64 

6.2 

63 

30%-25% 

Puget  Sound  Power  &  Light 

29% 

2.75 

11 

1.84 

6.3 

67 

33%  -28% 

Savannah  Electric  &  Power 

16% 

1.44 

11 

1.12 

6.8 

78 

19     -16 

Southeastern  Public  Service 

17% 

1.87 

10 

1.28 

7.2 

69 

213/4-17 

Toledo  Edison 
Union  Electric 

28% 
18%- 

2.58 

11 

1.80 

6.3 

70 

35% -28% 

1.83 

10 

1.28 

6.8 

70 

221/8-18 

Washington  Gas  &  Light 

25% 

2.55 

10 

1.80 

7.1 

71 

31%-25 

Washington  Water  Power 

20% 

1.82 

11 

1.36 

6.5 

75 

24     -20% 

Wiscons  n  E.ecJric  Power 

21% 

2.02 

11 

1.48 

6.8 

73 

26     -21 

Wisconsin  Public  Service 

16% 

1.67 

10 

1.16 

7.0 

70 

19%-16% 
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Nobody  Here  but  Us  Marxists? 

How  do  you  do  business  with  Communists?  Just  as  you  do  with 
anybody  else,  except  that  you've  got  to  get  used  to  the  terminology. 


Karl  Marx  may  have  been  turning 
in  his  grave,  but  there  it  was:  Len- 
in's personal  economist,  the  now  77- 
year-old  Nikolai  N.  Ljubimov,  "the 
Soviet  Keynes,"  rubbing  shoulders 
with  men  from  Boeing,  Litton,  Com- 
bustion Engineering,  Ford,  Hewlett 
Packard,  Caterpillar  and  Bank  of 
America.  "There"  was  an  East-West 
trade  conference  in  Budapest,  on  the 
hanks  of  the  nonideological  Danube. 
in  the  corridors  of  the  Duna  Inter- 
continental Hotel,  itself  a  $12-million 
monument  to  successful  East-West 
trading  and  socialist  dogma  evasion. 

And  the  conversations— though  not 
necessarily  the  formal  sessions— were 
full  of  what  one  Westerner  described 
as  "business  at  its  castrating  nastiest." 
This  was  trading  behind  the  Iron  Cur- 
tain, circa  1971.  For  U.S.  corporate 
chiefs  who  believe  East-West  trade 
is  a  series  of  high-level,  ideologically 
tainted  decisions,  it  might  come  as  a 
shock  to  find  out  that  it  can  be,  be- 
hind the  Iron  Curtain  as  in  front  of  it, 
full  of  "booze,  boredom  and  hard 
bargaining." 

The  figures  wouldn't  seem  to  jus- 
til  \  it.  U.S.-Eastern  European  trade 
in  1970,  even  with  a  26()f?  rise  over 
the  year  before,  was  a  mere  $500  mil- 
lion. Just  the  volume  of  a  middling- 
sized  grocery  chain.  A  deal  like 
Mack's  $700-million  truck  plant  with 
the  Soviet  Union  dwarfs  the  figures. 

Hut  the  attraction  is  the  potential. 

Eastern  Europe  can  use  the  highly 
sophisticated  techniques,  technology 
and  goods  that  the  U.S.  produces. 
Other  relatively  new  markets— Africa, 
South  America  and  \sia— are  still 
years  away  from  b  to  absorb 

the  cream  of  the  I'.S.  technolo 
crop.  Thus,  Eastern  Europe  as  an  im- 
portant future  market  is  rapidly  be- 
coming pari  of  I  ,S  corporate  think- 
ing. Hence  the  conference,  staged  by 
Management  Center  Euro]  Brus- 


Near  the  royal  palace  of 
Buda  in  Budapest  (above), 
signs  of  U.S.  economic  pene- 
tration are  already  cropping 
up,  like  the  credit  card  sym- 
bols in  the  flower  shop  below. 


sels-based  offshoot  of  the  American 
Management  Association. 

Senator  Abraham  Ribicoff  (sec  box, 
p.  52)  wandered  around  Budapest  air- 
port asking  his  aide:  "What  national- 
ity do  you  think  that  guy  is?"  Rare- 
ly was  the  answer:  "American."  Vis- 
iting businessmen  to  Hungary— and 
most  other  Eastern  European  coun- 
tries—are usually  European  or.  in- 
creasingly, Japanese. 

Is  U.S.  business  again  losing  out 
abroad?  Not  entirely.  In  the  East 
things  are  seldom  what  they  seem. 
Main  of  the  German.  French  and 
Swiss  businessmen  in  Budapest  last 
month  were  in  fact  "U.S.  business- 
men"—the  front  line  of  U.S.  subsid- 
iaries in  Europe:  people  like  German- 
born,  Britain-based  Herbert  Kcmpe, 
who  leads  Ford's  Eastern  European 
sales  push;  or  Nils  Westberg  of  Sweda, 
Litton's  Swedish  subsidiary. 

Samuel  Pisar,  Paris-based  lawyer 
and  author  of  CoexMence  and  Com- 
merce, which  is  rapidly  becoming  the 
Fast-West  'bible,'  told  Forbes:  "The 
emotional  hangups  of  a  year  or  two 


ago  are  gone."  Said  Pisar,  who  was 
Western  chairman  for  the  conference: 
"East-West  trade  used  to  mean  bad 
publicity  back  home— but  it  has  been 
legitimized.-'  Even  so,  says  Pisar,  some 
U.S.  corporations  remain  diffident. 
"They  want  to  know  if  they  should 
get  involved;  if  it's  stable.  Yet  for 
the  first  time  in  25  years  East-West 
trade  is  a  rational  debate." 

"Every  market  counts."  said  Alexei 
Woelz.  Boeing's  manager  for  interna- 
tional marketing,  who  had  flown  in 
from  Seattle  to  head  up  the  little  Boe- 
ing team.  "We're  back  to  selling  air- 
craft one  and  two  at  a  time,  and 
there's  room  for  us  here.  We  wouldn't 
even  be  in  competition  with  Ilyushin" 
—the  Soviets'  long-  and  short-haul  air- 
craft. That's  because  Boeing  aircraft 
have  a  longer  range  than  the  Soviet 
models,  and  better  economics,  too. 

Explained  Hewlett-Packard's  Ge- 
neva-based Douglas  Herdt,  regarded 
by  Eastern  European  hands  as  the 
shrewdest  eyeball-to-eyeball  Ameri- 
can present:  "U.S.  corporations  have 
to  be  here  for  a  variety  of  reasons.  In 
essence  you're  here  because  the  com- 
petition is— they  could  use  extra  pro- 
duction runs  as  a  lever  against  you. 
We  are  active  for  the  same  reason  we 
went  into  Western  Europe.  Ten  years 
ago.  William  T.  Hewlett  opened  up 
European  operations  in  Switzerland 
and  the  U.K.  We  moved  into  East- 
cm  Europe  four  years  ago.  It's  po- 
tentially a  good  market,  too." 

Herdt  explains  his  job  as  getting 
ready  for  that  market  to  open  up.  "It 
will.  And  trade  here  is  done  on  the 
strength  of  personal  connections  built 
up  oxer  a  long  period  of  time.  You 
need  a  sales  and  service  network  here, 
like  anywhere  else.  And  that's  the 
stage  we're  at." 

"Despite  the  [presently  small]  num- 
bers, it's  worth  it,"  says  Foul's  Kempe. 
"At    any    time    the    right    combination 
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A  different  approach 


Dreyfus-Marine  Midland  is  a  new  concept  in 
institutional  investment  management.  It  is  jointly 
owned  by  The  Dreyfus  Corporation  and  the 
Marine  Midland  Banks.  Inc. 

The  Dreyfus  Corporation  has  managed 
Investment  monies  since  1951  and  brings 
money  management  experience  to  Dreyfus- 
Marine  Midland. 

The  Marine  Midland  Banks,  Inc.  is  a  bank 
holding  company  with  262  banking  offices  and 
assets  of  over  seven  billion  dollars.  It  oversees 
and  administers  trust  assets  of  over  four  billion 
dollars. 

Marine  Midland  offers  to  the  new  company 
its  trustee,  custodial,  administrative,  computer 
and  research  abilities. 

Management. 

The  key  executives  of  Dreyfus-Marine  Mid- 
land come  from  both  the  senior  management  of 
Marine  Midland  and  Dreyfus  Corporation. 

They  include: 
Chairman:  Crocker  Nevin  (Chairman  of  the  Board- 
Marine  Midland  Bank  New  York) 
Vice-Chairman:  Howard  Stein  (Chairman  of  the  Board 

—  Dreyfus  Corporation) 
President  and  Chief  Executive  Officer:  Richard  A.M.C. 

Johnson  (Vice  President  — Dreyfus  Corporation) 
Executive  Vice  President:  Robert  J. A.  Irwin.  Jr.  (Senior 
Vice  President  — Marine  Midland  Banks  Inc.) 


Other  directors:  Sol  M.  Linowitz,  senior  partner  of 
Coudert  Brothers.  Washington,  D.C.,  former  Chair- 
man of  the  Board  of  Xerox  Corporation  and  former 
U.S.  Ambassador  to  the  Organization  of  American 
States;  Harold  M.  Williams,  Dean  of  the  Graduate 
School  of  Business  Administration,  University  of  Cali- 
fornia, Los  Angeles,  and  former  Chairman  of  the  Board 
of  Norton  Simon  Inc.,  Gerald  B.  Zornow,  President  and 
Chairman  of  the  Executive  Committee  of  Eastman 
Kodak  Company. 

Investment  Policy. 

Dreyfus-Marine  Midland's  investment  policy 
is  to  be  flexible.  It  is  not  committed  to  any  fixed 
or  traditional  methods  in  applying  its  skills  to 
managing  equity,  fixed  income,  short  term 
money  and  real  estate  investments. 

As  part  of  executive  policy,  portfolio  mana- 
gers are  set  up  to  direct  their  efforts  single  mind- 
edly  to  managing  portfolios.  They  are  kept  free 
of  administrative  details. 

In  addition,  each  portfolio  manager  handles 
comparatively  few  accounts  in  the  belief  that 
this  concentration  of  effort  should  produce 
better  performance. 

This  investment  management  service  is  avail- 
able to  any  Marine  Midland  Bank  customer  with 
a  pension,  profit  sharing,  endowment  or  union 
fund  of  five  million  dollars  or  more. 


Dreyfus-Marine  Midland  Management  Corp. 

767  Fifth  Avenue,  NewYork.N.Y.  10022    /    140  Broadway,  New  York,  N.Y.  10015 


of  events  could  mean  50,000  or 
100,000  unit,  a  year  in  any  of  these 
countries.  Getting  there  is  a  long- 
drawn-out  process.  Look  how  close 
we  got  on  the  Kama  River,"  he  said 
somewhat  pointedly  regarding  the  So- 
viet Union's  invitation  to  Henry  Ford 
II  to  take  a  major  role  in  Soviet  truck 
production.  Defense  Secretary  Laird 
opposed  such  involvement,  and  now 
Mack  Truck  may  have  landed  it  in- 
stead. "We  stick  with  it.  That's  why 
we're  No.  One  outside  the  U.S."  The 
1.5  million  cars  and  trucks  that  Ford 
built  or  sold  outside  North  America 
contributed  around  $4  billion  to  its 
1970  sales  of  $14  billion.  General  Mo- 
tors, No.  Two  outside  North  America, 
sold  100,000  fewer  units. 

People  like  Kempe  and  Herdt  know 
the  frustrations  better  than  most. 
Kempe,  for  example,  is  stuck  with 
Hungary's  demand  for  reciprocal  trad- 
ing. That  means  it  pays  for  imported 
cars  by  supplying  Hungarian-made 
automotive  products— not  as  straight- 
forward as  it  sounds.  "Just  take  the 
PYC  [polyvinyl  chloride]  we  used. 
We  went  through  five  batches  before 
we  found  one  up  to  our  quality." 

So  the  man  at  the  friction  point  for 
a  U.S.  corporation  has  a  two-way  sell- 
ing job:  First  he  has  to  sell  the  prod- 
ucts  to   the   socialists,    then   sell   the 


Flexibility,  orthodoxy:  When 
Lenin  assumed  power  in  Rus- 
sia 54  years  ago,  Nickolai  N. 
Ljubimov,  then  23,  went  with 
him.  Today  the  widely  re- 
spected economist  is  still 
among  the  front  ranks  of  So- 
viet statesmen.  Ljubimov  was 
generally  all  charm,  but  his 
old  instinct  showed  up  once 
at  the  East-West  Trade  Con- 
ference, when  he  relieved 
a  Hungarian  speaker  of 
the  microphone  when  the 
conversation  got  too  candid. 


package  to  his  own  corporation. 

Charles  W.  Converse,  of  Combus- 
tion Engineering's  Brussels-based  Bau- 
er Corp.,  told  one  session:  "Don't  as- 
sume anything.  Don't  agree  verbally— 
get  it  in  writing.  Don't  start  any  nego- 
tiations unless  you  know  your  lowest 
price.  Then  say  'No.'  Don't  play  games 
—these  people  are  professional.  Don't 
agree  to  any  price  unless  you  under- 
stand how  the  financing  is  being  done. 
Don't  lose  your  cool." 

Some  Westerners  were  attending 
the  conference,  said  Caterpillar's 
Switzerland-based  G.V.  Lobozzo,  "just 
to  make  sure  we  hadn't  overlooked 
anything."  Others,  like  Leonard  Lip- 
ner,  vice  president  of  Unico  Interna- 
tional Corp.  of  New  York,  a  metals 
firm,  were  old  hands.  Lipner,  whose 
company  has  been  active  behind  the 
Iron  Curtain  for  years,  said:  "Some 
35%  to  40%  of  our  business  is  with  so- 
cialist countries.  Most  of  it  with  the 
Soviet  Union.  We've  been  trading  with 
mainland  China,  legally,  but  indirect- 
ly, for  years,  too." 

Lipner  knows  the  pitfalls  of  East- 
West  trade:  "They  [the  socialists] 
don't  tell  you  anything.  You  have  to 
be  better  prepared  than  you  would 
be  for  a  Western  sale."  But  he  also 
knows  the  advantages:  "Look  at  it 
this  way.   I  don't  have  to  go  to  80 


°Ply  the  ffTendly§eas 

of  Cmis-Ader 

It's  more  than  a  luxury  twin-hull  yacht— it's  a  way  of  life! 


Two  hulls  cruise  smoother  than  one.  And  Cruis-Ader  proves  it. 
Beautifully. 

When  you  rev  up  Cruis-Ader's  two  big  engines  and  move  out 
from  the  dock,  you're  in  for  the  safest,  dryest,  most  stable  ride 
going.  You  have  full-view  visibility.  Top-notch  instruments. 
Great  built-in  features.  There's  an  optional  fly  bridge  and  sport 
deck,  too,  on  either  the  45-ft.  or  57-tt.  model.  ^ 

Inside,  your  family  and  friends  ride  in  ^  __   A 


sleeping  convenience,  total  living  area.  Two  floor  plans  and 
three  handsome  decors  to  choose  from.  Each  includes  rich  wood 
paneling,  carpeting,  padded  wall  and  ceiling  covering,  opulent 
furnishings.  Cruis-Ader  has  excellent  accessways  and  stowage, 
too.  And  its  reinforced  fiberglass  construction  means  less 
maintenance.  You'll  want  more  facts.  So  see  your  dealer,  or 
write  Carri-Craft  Dept.  F  for  our  new 
Cruis-Ader  brochure. 


companies  to  sell  metals  in  Hungary, 
I  go  to  the  government  monopoly, 
Metalimpex.  and  get  to  know  people 
in  maybe  five  departments  there." 

A  lot  depends  on  what  business 
you're  in,  too.  Western  pharmaceuti- 
cal corporations  know  the  Hungarians 
as  notorious  patent  evaders— which 
keeps  down  costs  in  Hungary's  $250- 
million  drug  industry.  As  a  Comecom 
(the  Iron  Curtain  common  market) 
exporter,  84?  of  Hungary's  pharma- 
ceuticals end  up  in  the  Soviet  Union. 
Westerners  tip  their  hats  to  Hungari- 
ans as  Eastern  Europe's  canniest  trad- 
ers—particularly skillful  at  playing  one 
potential  client  against  another. 

Odon  Kallos,  president  of  the  Hun- 
garian Chamber  of  Commerce  and 
the  conference's  Eastern  chairman,  did 
just  that  when  he  told  the  predomi- 
nantly European  and  U.S.  audience: 
"We  are  looking  to  more  trade  with 
Japan."  And  Kallos  could  speak  with 
certainty.  Eikichi  Itoh,  chairman  of 
C.  Itoh  &  Co.  of  Osaka,  Japan's  third- 
largest  trading  company,  was  at  the 
conference  at  Kallos'  personal  invita- 
tion, issued  when  Kallos  had  been  in 
Japan  a  few  weeks  earlier. 

In  his  hotel  room  later,  Itoh.  re- 
laxing with  his  hands  behind  his  head, 
showed  how  flexible  Japanese  busi- 
nessmen can  be— and  how  their  flex- 
ibility stands  them  in  good  stead  in 
a  place  like  Eastern  Europe:  "We're 
here  for  joint  ventures."  At  present 
Itoh  is  the  largest  Inner  oJ  Hungarian 
frozen  chickens,  "but  Japan  is  such 
a  long  way  from  licit'."  Transporta- 
tion costs  play  an  important  part  in 
the  Japanese  supermarket  frozen 
chicken  war.  Chicken  From  Denmark, 
China,  Bulgaria  and  the  U.S.  fight 
among  themselves  tor  the  Tokyo 
housewife's  yen.  Main  U.S.  corpora- 
tions have  their  Western  European 
companies  actively  trading  behind  the 
Iron  Curtain.  Joint  ventures  lor  Japa- 
nese behind  the  Curtain  itself  could 
eliminate  that  intermediate  step  and 
potentially  supply  Japanese  firms  with 
lower-cost  goods  to  assault  the  West- 
ern European  market  in  turn. 

Bottoms  Up 

In  many  ways,  however,  business 
behind  the  Iron  Curtain  is  like  busi- 
ness outside  it.  "Crude  though  it  may 
sound,"  said  one  U.S.  executive,  "you 
have  to  do  an  awful  lot  of  hard 
drinking  to  build  up  the  personal  re- 
lationships which  will  make  the  dif- 
ference." Said  another  longtime  nego- 
tiator: "I  always  tell  our  new  guys: 
'Stay  away  from  the  babes.'  It  may 
sound  like  a  Peter  Lorre  movie,  but 
officials  in  some  of  these  countries  will 
do  anything  to  compromise  you.  Pho- 
tographs and  all." 

There   are  other   forms   of  strong- 
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arming  too.  "These  trade  fairs  [there 
was  another  being  held  in  Poznan  si- 
multaneous to  the  Budapest  confer- 
ence] are  just  extortion.  We  can  end 
up  paying  $26  a  square  foot  for  in- 
door space.  And  if  we  don't  take  it 
they  just  say:  'Ah  sir,  we  see  you  are 
not  interested  in  doing  business  with 
our  national  government.'  You  pay  up, 
and  smile,  too." 

Dogma  and  antieapitalist  ideology 
aside,  the  Hungarians  are  tough  busi- 
nessmen. Take  the  Duna  Interconti- 
nental Hotel.  Little  pieces  of  the  deal 
are  well  known.  The  entire  picture 
goes  something  like  this.  In  the  mid- 
Sixties  the  Hungarians,  after  much 
ideological  soul-searching,  decided  to 
go  ahead  with  a  modern  luxury  hotel 
to  attract,  in  the  words  of  one  West- 
erner, "lots  of  fat  little  tourists  from 
the  U.S.  and  Germany  with  their 
wallets  full  of  liard  currency." 

Cyrus  Eaton  Jr.  was  approached 
through  his  U.S. -Canadian  Tower  In- 
ternational Corp.  He  agreed  to  come 
in,  and  after  the  Hungarians  had 
played  one  hotel  chain  against  anoth- 
er, Pan  Am's  Intercontinental  Hotel 
group  got  the  nod.  Before  Eaton  or 
IHC  would  put  their  name  on  the 
deal,  however,  they  insisted  that  the 
"quality  goes  in  before  the  name  goes 


Senator  Abraham  Ribicoff 
(Dem.,  Conn.)  thinks  the  U.S.  had 
better  get  moving  on  trade  with 
Eastern  Europe.  Ribicoff  had  gone 
to  Budapest  to  address  the  East- 
West  Trade  Conference.  He  came 
back  to  the  U.S.  filled  with  pur- 
pose: to  draft  legislation  according 
most-favored-nation  status  to  East 
European  countries— replacing  cur- 
rent U.S.  trade  restrictions;  to  have 
his  Subcommittee  on  International 
Trade  hold  hearings  on  East-West 
trade;  to  push  through  his  proposed 
exchange  program  which  would 
send  U  S  executives  and  bankers 
to  work  and  study  in  East  Europe 
lor  a  year  or  two  and  bring  trade 
officials  of  those  countries  here. 

"We're  missing  a  great  business 
opportunity  in  Eastern  Europe," 
says  Ribicoff.  "Common  Market 
trade  with  the  East  is  some  $16 
billion  both  v  iys;  OU]  ■  only  S400 
million  by  the  latest  figures." 

But    is    the    opportunity    really 
there?  A  U.S.  banker,  Gaylord  A. 
Freeman,    chairman    .  '     First 
tional    Bank   of    Chicago, 
turned    from    Eastern    Europe    last 
month.     Freeman     doesn't     diS] 
that    the    Eastern    cou  i 
and    need    U.S.    goods,    especially 
capital    goods,    but    he    quest 


on."  That  meant  hard  currency  for 
things  like  Otis  elevators,  air  condi- 
tioning and  kitchen  equipment. 

Hence  the  dogma  evasion.  The 
Hungarian  corporation  set  up  to  own 
the  hotel  could  provide  labor,  ma- 
terials and  other  equipment,  but  not 
elevators  or  efficient  kitchen  ranges. 
Now  Marx  said,  no  equity  participa- 
tion, and  no  profit  participation.  But 
he  didn't  say  anything  about  long- 
term  management  contracts  and 
royalties  on  gross  turnover.  Pisar,  who 
was  involved  in  the  financing  but 
reluctant  to  discuss  it,  confirmed  that 
there  is  both  a  management  contract 
and  a  royalty  participation. 

To  raise  hard  currency,  the  Hun- 
garian corporation  issued  dollar  prom- 
issory notes  endorsed  by  the  Trade 
Bank  of  Hungary,  very  valuable  pa- 
per quite  acceptable  to  European 
bankers.  Nevertheless,  Moscow  got  in 
the  act.  Moscow's  own  billion-dollar- 
assets  merchant  bankers,  Moscow 
Narodny,  bought  the  notes  for  hard 
currency.  Don't  miss  the  point:  The 
hotel  was  not,  in  fact,  financed  until 
the  Russians  financed  it.  Big  Brother 
remains  vigilant. 

Of  course,  it  would  defeat  the 
whole  purpose  of  the  hotel  if  it  were 
full  of  soft-currency  visitors  from  Mos- 


■Ecopolitics- 


what  we  could  buy  from  them. 

Ribicoff  sees  it  differently.  "What 
they  want  more  of  is  joint  ven- 
tures," he  says.  "The  opportunity 
lies  in  profit-sharing  deals." 

What  the  Hungarians  and  Ro- 
manians were  telling  Ribicoff,  of 
course,  is  that  they  want  Western 
capital.  In  order  to  attract  it,  Ro- 
mania this  year  passed  a  new  for- 
eign trade  law,  and  Hungary  has 
a  "new  economic  mechanism"  al- 
lowing for  joint  equity  ventures, 
repatriation  of  profits  and  some 
form  of  joint  management. 

There  is  many  a  slip  twixt  a  law 
and  a  contract,  of  course,  but  Ribi- 
coff is  impressed.  "There  is  move- 
ment in  Eastern  Europe,"  he  says. 
"You  see  a  lot  of  automobiles  on 
the  streets  over  there.  They  don't 
all  belong  to  party  functionaries." 

Foreign  trade  is  a  new  specialty 
for  the  61 -year-old  former  secre- 
tary of  Health,  Education  &  Wel- 
fare and  governor  of  Connecticut. 
Last  year,  when  the  import-quota- 
laden  trade  bill  threatened  free 
trade,  he  found  that  he  and  his 
colleagues  knew  little  of  such  mat- 
ters. "I  went  to  Brussels  and  Paris 
and  saw  the  disintegration  of  free- 
trade  relationships."  he  says.  Upon 
his  return  he  made  a  signal  speech 


cow  or  Peking  or  Albania.  They  sim- 
ply can't  get  reservations,  and  there  is 
no  Better  Business  Bureau  to  com- 
plain to.  Hungarians  are  blandly  in- 
formed that  under  the  terms  of  the 
management  contract,  the  hotel  must 
provide  95%  of  its  services  for  hard- 
currency  visitors.  That  allows  the  ide- 
ology to  remain  virginal  and  be  pros- 
tituted at  the  same  time. 

Part  diplomat,  part  huckster,  part 
bon  vivant,  the  East-West  trader  earns 
a  very  tough  dollar.  And  only  the  big 
boys  can  play,  right?  "Not  so,"  says 
Edward  Mercaldo,  international  vice 
president  of  Pittsburgh's  middleweight 
($1.1  billion)  Western  Pennsylvania 
National  Bank.  "Last  year  we  started 
from  scratch.  This  year  East-West 
business  is  6%  of  our  assets  and  8% 
of  our  profits.  No  plush  offices.  Just 
me,  in  Europe  operating  out  of  Pitts- 
burgh. We  know  we're  beginning  to 
make  an  impact— the  big  boys  are  be- 
ginning to  badmouth  us." 

That's  East-West  trade.  The  ter- 
minology is  a  put-off,  but  the  busi- 
ness tactics  are  tough  and  realistic. 
The  fact  is  that  the  Easterners  want 
to  do  business  with  us.  But  we've 
got  to  bend  a  little.  If  we  don't,  the 
West  Europeans  and  Japanese  will  be 
more  than  willing  to.  ■ 


on  trade  policy  in  March,  and  was 
named  to  head  the  Senate  Finance 
Committee's  Subcommittee  on  In- 
ternational Trade. 

Now  Ribicoff  and  Senator  War- 
ren Magnuson  of  Washington  are 
prepared  to  push  legislation  in  the 
Senate  broadening  U.S.  trade  ap- 
proaches. But  because  trade  is  pol- 
icy, the  "impetus  must  come  from 
the  President,"  says  Ribicoff.  He 
agrees  with  Nixon's  moves  toward 
China,  but  says  little  has  come  out 
of  the  White  House  Council  on  For- 
eign Economic  Policy,  headed  by 
Peter  G.  Peterson.  "There  are  no 
results,  but  he's  just  new  on  the 
job,"  says  the  Senator. 

What  would  Ribicoff  like  to  see? 
The  final  laying  to  rest  of  Cold 
War  attitudes  with  regard  to  trade 
with  Communist  countries.  "Every- 
thing they  can  buy  from  us  they 
can  buy  elsewhere.  The  danger  is 
that  foreign  businesses  getting  into 
Eastern  Europe  with  their  methods 
and  machinery  will  capture  the 
future  markets. 

"We  have  never  been  econom- 
ically oriented  in  our  foreign  pol- 
icy," he  laments.  "We  have  to  go 
from  geopolitics  to  ecopolitics,"  he 
adds,  apologizing  for  the  jargon 
but  pushing  the  sentiment. 
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keeping  airplanes  a  safe  distance  apart 
» one  of  the  things  that  separates  us 
rom  other  aerospace  companies. 


e  world's  major  aircraft  companies  are 
hiding  bigger,  safer,  more  efficient  airplanes. 
It  one- McDonnell  Douglas-is  also  doing 
imething  to  keep  everybody's  airplanes  a 

safe  distance  apart. 
□  We've  developed 
the  first  practical 
system  to  prevent 
mid-air  collisions, 
illed  EROS,  it  will  also  warn  low-flying 
anes  of  hazardous  ground  obstacles 
id  will  eventually  reduce  the  burden  on 
•  traffic  control  systems.  We  are  now 
:ering  our  EROS  for  commercial  airliners; 
:er  this  year,  we'll  demonstrate  a  compatible 
stem  for  smaller,  general  aviation  aircraft.  □ 
9  created  EROS  from  existing  technology, 
familiar  pattern  of  progress  at 
cDonnell  Douglas.  In  much  the 
ime  way,  we're  broadening  our 
iles  in  traditional  military 
id  commercial  fields,  and 
itering  a  variety  of  new 
arkets.  □  Ten  years  ago, 
3  diversified  from  within 
form  the  nucleus  of 
cDonnell  Douglas 
jtomation  Company,  now 
le  of  the  nation's  largest 


EROS  provides  pilots 

of  equipped  aircraft  with  a 

warning  when  the  system 

senses  a  possible  collision. 

Arrows  in  control  panel 

instrument  tell  each  pilot 

how  to  maneuver  to 

avoid  a  collision. 


computer  utilities.  □  From  our  popular  DC-9 
commercial  jetliner,  we  developed  unique 
"flying  hospital  wards"  for  the  Air  Force  to  fly 
sick  and  injured  servicemen  to  special  care 
centers  or  hospitals  near  their  homes. 
□  In  space,  too,  we're  using  our  background 
in  rockets,  missiles  and  spacecraft  to 
design  Space  Shuttle,  and  to  convert  our 

Saturn/Apollo 
S-IVB  stage  into 
Skylab,  an  earth- 
orbiting  workshop. 
□  To  find  out  more 
about  what  sets  McDonnell  Douglas  apart, 
write  Annual  Report,  Box  14526,  y 

St.  Louis,  Missouri  63178.  ^^Y 

MCDONNELL  POC/GLASN^ 
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Three  rare  pieces  by  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  Book  marker  of  gold  and  enamel  with  flattened  taper- 
al  blade.  Workmaster  Michael  Perchin.  Spy  glass  oj  gold  and  enamel.  Workmaster  Henrik  Wigslrom.  Paper  knife  of 
mrned  enamel  wtth  thtn  nephrite  blade.  Unmarked  for  workmaster.  From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  bus; 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


Shadow  on  Sunbeam 

Americans  love  little  things  that  go  whiz  and  whir.  Which  has  made 
Sunbeam  a   big  company.    But  no   longer  a  highly  profitable  one. 


A     FAVORITE     TARGET     of     CritlCS     who 

contend  U.S.  society  is  getting  soft  is 
the  average  American's  love  for  all 
manner  of  small  electrical  gadgets. 
Main  Americans  now  brush  their 
teeth  electrically,  carve  their  meat 
electrically,  warm  their  beds  elec- 
trically, mix  their  cocktails  electrically, 
open  cans  electrically,  even  light  their 
charcoal  grills  electrically. 

Last  year,  however,  the  companies 
that  make  these  gadgets  found  out 
that  Americans  can  get  along  very 
nicely  without  them  when  a  recession 
squeezes  the  family  budget.  Down 
went  the  consumer  products  profits  of 
every  major  small-appliance  supplier, 
including  General  Electric,  McG raw- 
Edison,  SGM  and  North  American 
Phillips.  Westinghouse's  earning  fell 
98?.  Only  Chicago-based  Sunbeam  es- 
caped with  an  earnings  increase,  but 
it  was  a  puny  peim>  a  share  (to 
SI. 30)  on  an  increase  in  sales  from 
$399  million  to  $434  million. 

Chairman  Robert  P.  Gwinn,  Sun- 
beam's 64-year-old  chief  executive, 
has  little  to  celebrate,  however.  De- 
spite its  big  dollar-sales  increase.  Sun- 
beam earned  nowhere  near  the  record 
S 1  74  a  share  it  netted  back  in  1965, 
when  sales  were  S 1 27  million  less  lis 
■  tax  profit  margin  on  sales  was 
barely  half  the  121-1355  it  enjoyed 
during  the  early  Sixties. 

Multiplying  Problems 

Not  the  least  of  the  reasons  for 
Sunbeam's  uninspiring  profit  margins 
is  that  the  company  has  been  enter- 
prising, to  say  the  least,  in  thinking  up 
new  kinds  of  gadgets.  Among  its 
"firsts":  the  electric  frying  pan  ( 1953) 
and  the  portable  hair  dryer  (1956). 
Under  its  Sunbeam,  Oster,  Northern 
Electric  and  Hanson  brand  names,  the 
company's  pell-mell  introduction  of 
new  gadgets  and  new  models  has  re- 
sulted in  a  difficult-to-manage  total 
of  over  400  products.  Admits  Gwinn: 
"Our  distributors  don't  like  it;  our 
dealers  don't  like  it;  and  we  don't 
like  it  either.  But  new  products  are 
our  lifeblood.  We  introduce  them  to 
keep  our  consumers  happy." 

The  inefficiencies  of  a  hugely  varied 
product  line  have  been  understood 
since  the  days  of  Henry  Ford  I,  who 
made  a  bundle  by  offering  his  Model 
T  in  any  color  so  long  as  it  was  black. 
It  almost  goes  without  saying  that  a 
multiple  product  line  means  higher 
research  and  development  costs,  high- 
er unit  production  costs,  higher  selling 
costs— and  lower  profit  margins. 
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But  then,  Henry  Ford  didn't  have 
as  many  powerful  competitors  to  con- 
tend with  who  were  also  expanding 
their  product  lines.  He  didn't  have  to 
try  to  keep  up  with  the  Westing- 
houses  and  the  GEs.  Because  Gwinn 
does,  he  has  little  choice. 

As  its  product  lines  swelled  in  the 
early  Sixties,  Sunbeam  tried  to  do 
what  it  could  to  preserve  at  least  some 
of  the  economies  of  large-scale  pro- 
duction. It  began  moving  from  older, 
crowded  plants  in  the  Midwest  to  new 
ones  in  the  South,  where  wages  were 
lower  and  labor  was  more  available. 
The  idea  was  for  each  plant  to  pro- 
duce only  a  limited  line  of  products, 


rather  than  a  full  range  of  items,  and 
thus  achieve  bigger,  more  efficient  pro- 
duction runs. 

But  the  total  of  17  new  plants,  on 
which  Sunbeam  has  spent  $75  million 
since  1963,  cost  10%  to  12%  more  than 
expected.  Labor  was  plentiful  but  un- 
dependable,  especially  during  fishing 
season.  Then  came  the  recession,  leav- 
ing Sunbeam  with  excess  capacity  in 
its  plants  and  sharp  price-cutting  in 
the  marketplace.  As  volume  slowed, 
inventories  and  unit  costs  rose. 

Gwinn  thinks  many  of  these  prob- 
lems are  behind  him  now.  The  new 
plants  are  all  functioning  well,  he  says, 
and  the  consumer  seems  to  be  spend- 
ing more.  He  has  cut  inventories  by 
$15  million  and  hopes  to  lop  off  an- 
other $5  million.  Meantime,  he's  been 
making  small  acquisitions  outside  the 
appliance  field,  though  85%  of  Sun- 
beam's sales  still  come  from  that  area. 

Insatiable  Appetite 

In  managing  his  bulky  product 
lines,  Gwinn  works  from  a  position  of 
strength  in  several  areas.  Domestical- 
ly, Sunbeam  has  excellent  retail  dis- 
tribution and  a  strong  network  of 
factory-owned  repair  stations.  Interna- 
tionally, it  has  a  large  and  long-estab- 
lished (since  1912)  operation  that 
last  year  accounted  for  32%  of  sales 
and  40%  of  earnings.  Unlike  makers  of 
such  electronic  products  as  calcula- 
tors, Sunbeam  hasn't  been  bothered 
by  Japanese  competition  in  its  elec- 
tro-mechanical product  lines.  And  fi- 
nancially, Sunbeam  has  a  sturdy  bal- 
ance sheet— only  $58  million  in  long- 
term  debt  and  no  convertible  bonds 
or  preferred  stock. 

True,  some  of  Sunbeam's  competi- 
tors, like  GE  and  Westinghouse,  are 
far  larger  overall,  but  Gwinn  doesn't 
regard  this  as  his  biggest  problem. 
"We're  the  largest  manufacturer  of 
small  appliances  in  the  world,"  he  says. 
"And  the  giant  companies  have  their 
own  problems." 

And,  above  all,  Sunbeam  has  this 
going  for  it:  Americans'  appetites  for 
little  gadgets  seem  insatiable  in  spite 
of  what  the  critics  say.  Small-appli- 
ance sales  more  than  doubled  during 
the  Sixties  (to  $2.1  billion)  and  Gwinn 
sees  the  trend  continuing.  He  expects 
that  Sunbeam  will  hit  $1  billion  in 
sales  by  1980. 

"We  have  no  major  problems," 
Gwinn  says.  "All  we  have  to  do  is 
work  like  hell."  And  hope  that  Ameri- 
cans continue  their  fascination  with 
little  things  that  go  whiz  and  whir.   ■ 
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Faces  Behind  the  Figures 


Making  It 

Brbring!  went  the  phone.  Then 
the  caller,  Willie  L.  Daniels,  said, 
"Mr.  Bell,  this  is  the  most  im- 
portant phone  call  you  have  ever 
received  in  your  life." 

It  was  indeed.  Daniels,  33,  is 
now  president,  and  Travers  Bell  Jr., 
30,  is  executive  vice  president  of 
Daniels  &  Bell,  the  first  black-con- 
trolled member  firm  on  the  179- 
year-old  New  York  Stock  Exchange. 
Before  that  telephone  call  they  had 
never  even  talked. 

How  Willie  Daniels  raised  D&B's 
capital  is  quite  a  story.  He  took 
full  advantage  of  the  guilt-ridden 
Wall  Street  community,  eager  to 
see  a  black-controlled  firm  come  on 
to  the  Big  Board. 

While  Wall  Street  has  been 
ready  for  years,  nothing  happens 
without  a  man  who  can  make  it 
happen.  Daniels  was  the  man.  In 
1960  he  was  one  of  the  first  blacks 
(even  todav  there  are  only  about 
50  blacks  out  of  50,000  brokers) 
to  attend  a  security  analyst 
school.  His  determination  so  im- 
pressed his  teacher  that  the  latter 
told  associates,  "Watch  Willie.  I 
think  he's  going  to  go  all  the  way." 

At  first  Daniels  had  a  ridicu- 
lously easy  time.  The  Small  Busi- 
ness Investment  Co.  of  N.Y.  agreed 
to  provide  Daniels  and  another 
partner  (not  his  current  one,  Bell) 
with  all  the  required  capital:  $1 
million.  The  SBIC  is  40%  owned 
by  the  International  Bank,  whose 
boss  wanted  to  encourage  minority 
groups.  To  help  matters  along,  the 
Small  Business  Administration  in 
Washington,  D.C.  gave  the  SBIC 
the  $1  million  in  loan  capital  for 
Daniels'  proposed  firm. 

Unfortunately,  just  after  Daniels 
quit  hi:  job  to  take  command  of 
his  new  firm,  New  York  Stock  Ex- 
change's public  ownership  rule 
wiped  out  the  deal.  The  rule:  No 
publicly  owned  corporation  which 
is  not  principalis  a  broker-dealer 
could  own  more  than  25%  of  a 
member  firm.  Says  Edward  Ber- 
mingham,  the  SBIC's  president:  "I 
simply  couldn't  justify  putting  up 
$1    million   for   only   a    quarter   of 

the  business." 

Still,  Bermingham  did  let  1 ) 
use    bis    office    and    teleph  ne    for 
the    next    year    and    a    half, 
mingham    committed    his 
back    Daniels    with    $120,000 
.i    reserve   of    $500,000,    but 


was  the  limit.  I  felt  if  this  is  such 
a  good  idea,  let  him  get  the  rest 
of  his  $1.1  million  someplace  else." 

"Everything  was  in  limbo,"  says 
Daniels,  "until  one  night  I  was 
watching  TV  and  saw  Dan  Lufkin 
[chairman  of  the  executive  com- 
mittee of  Donaldson,  Lufkin  &  Jen- 
rette]  speaking  about  businessmen 
facing  up  to  social  problems.  The 
next  morning  I  saw  him  on  the 
street  and  grabbed  him." 

Becalls  Lufkin,  "I  just  came  out 
of  our  building,  rushing  for  a 
luncheon— late  as  usual— when  I 
heard  a  voice:  'Aren't  you  Dan  Luf- 
kin? I'd  like  to  take  a  little  time, 
I've  got  a  problem.'  " 

Lufkin's  Noel  Fund,  which  he 
co-owns  with  Louis  Marx  Jr., 
agreed  to  loan  $100,000.  Pioneer 
Capital  Corp.,  a  Minority  Enter- 
prise SBIC,  invested  $50,000. 

Finally,  a  consortium  of  nine  big 
New  York  City  banks  loaned  Dan- 
iels &  Hell  $300,000,  an  unusually 
high  loan  in  terms  of  the  capital 
available.  By  then,  all  of  the  prin- 
cipals' personal  savings— $30,000— 
were  gone.  The  SEC  provided  the 
last  hurdle  by  taking  several 
months  to  grant  an  exemption 
n  the  securities  law  so  that 
SBIC  money  could  be  invested  in 


a  brokerage  firm. 

There  is  nothing  haphazard 
about  the  way  Daniels  &  Bell  is  set 
up:  only  11  employees.  By  cater- 
ing to  institutional  business,  D&B 
will  avoid  costly  branch  offices. 
D&B  can't  get  into  back-office  prob- 
lems, because  Loeb  Bhoades  is 
handling  that  function  for  them. 
Until  the  capital  base  has  risen 
geometrically,  the  firm  will  not  take 
a  position  itself  in  any  block  trade 
and  will  just  concentrate  on  execu- 
tion of  orders. 

D&B  also  starts  with  a  real 
strength.  The  blacks  purchased 
their  New  York  Stock  Exchange 
seat  from  Black  &  Co.,  which  left 
the  business.  But  Black  &  Co.'s  ex- 
perienced, highly  successful  floor 
broker,  Raymond  Forbes,  joined 
Daniels  &  Bell.  Forbes'  desk  has 
direct  wires  to  several  big  firms. 

Did  being  black  help  Willie 
Daniels  or  hurt  him?  It  helped— 
and  will  continue  to  help  because 
other  member  firms,  anxious  to  see 
it  succeed,  will  channel  business 
Daniels  &  Bell's  way.  But  that  isn't 
the  real  point.  The  real  point  is 
that  this  black  business  wouldn't 
have  gotten  under  way  if  Willie 
Daniels  and  his  partner  hadn't 
given  it  a  hard  push.  ■ 
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NEW  ISSUE 


This  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


June  18,  1971 


$100,000,000 

Walt  Disney  Productions 

43A%  Convertible  Subordinated  Debentures  due  June  15,  1996 

Convertible,  unless  previously  redeemed,  into  Common  Stock  at  $130  per  Share 


Price  100% 

(Plus  accrued  intercut  from  June  15,  1971) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  suck  oj  the  underwriters,  including 

the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Lehman  Brothers 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Blyth&Co.,Inc.        The  First  Boston  Corporation 


Drexel  Firestone 

Incorporated 


Kastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 


Lazard  Freres  &  Co. 


duPont  Glore  Forgan 

Incorporated 

Goldman,  Sachs  &  Co. 
Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.  White,  Weld  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 


American  UBS  Corporation 

Alex.  Brown  &  Sons 


Dean  Witter  &  Co. 

Incorporated 

Basle  Securities  Corporation 


A.  G.  Becker  &  Co. 

Incorporated 

Dominick  &  Dominick, 

Incorporated 

Hallgarten  &  Co. 
Kleinwort,  Benson 

Incorporated 

L.  F.  Rothschild  &  Co. 


CBWL-Hayden,  Stone  Inc. 


Equitable  Securities,  Morton  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


F.  S.  Moseley  &  Co. 


Paribas  Corporation 


Shearson,  Hammill  &  Co. 

Incorporated 

Swiss  American  Corporation      Spencer  Trask  &  Co.    ,  G.  H.  Walker  &  Co. 


Bache  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 
Clark,  Dodge  &  Co. 

Incorporated 

Robert  Fleming 

Incorporated 

W.  E.  Hutton  &  Co. 


Incorporated 


Incorporated 


Reynolds  &  Co. 
Shields  &  Company 

Incorporated 

Walston  &  Co.,  Inc. 


Faces  Behind  the  F/gt 


Energy  vs.  Environment 

With  every  passing  day  it  becomes 
clearer  that  there  are  no  simple 
answers  in  the  field  of  environ- 
mental improvement  (  Forbes, 
"Fellow  Americans  Keep  Out!" 
June  15).  For  example,  most  au- 
thorities are  agreed  that  the  U.S. 
will  have  to  develop  its  shale  oil 
resources  if  it  is  to  stay  ahead  of  a 
grow  ing  demand  for  energy. 

But  just  wait  till  the  environ- 
mentalists hear  what's  involved! 

John  M.  Kelly,  a  Washington 
minerals  consultant,  is  a  key  mem- 
ber of  the  National  Petroleum 
Council's  Committee  on  U.S.  Ener- 
gy Outlook.  Listen  to  Kelly's  de- 
scription of  the  ecological  problems 
involved  in  large-scale  development 
of  shale:  "When  you  retort  oil 
shale,"  he  says,  speaking  of  the 
process  whereby  heat  forces  oil  out 
of  the  rock,  "it  expands,  and  you 
end  with  10%  more  volume  than 
you  started  with.  So  you  can't  just 
put  it  back  in  the  same  hole. 

"We'll  have  to  be  filling  up  quite 
a  few  canyons  in  the  West." 

That's  only  Problem  No.  One. 
Problem  No.  Two:  "To  bring  the 
economics  of  oil  shale  down  close 


Consultant  Kelly 


to  those  of  conventional  fuels, 
you're  going  to  have  to  have 
large  plants— 100,000  barrels  a  day 
minimum."  And  everyone  knows 
what  they  do  to  the  environment. 

Problem  No.  Three:  The  richest 
oil  shale  in  the  U.S.  yields  about 
a  barrel  of  oil  per  ton.  To  get  any 
significant  production— a  million 
barrels     a    day,     say— would    thus 


mean  moving  at  least  1  million  tons 
of  ore  a  day.  By  comparison,  the 
U.S.'  largest  open-pit  mine  pro- 
cesseS"300,000  tons  of  ore  a  day. 

"People  who  think  only  of  what 
it  takes  to  make  a  successful  com- 
mercial operation,"  says  Kelly,  "talk 
about  open  pits  ten  miles  in  di- 
ameter that  would  produce  vast, 
vast,  vast  tonnages  every  day."  He 
adds:  "Unless  you  find  a  way  of 
converting  the  oil  shale  to  liquid 
in  place,  you  have  an  environmen- 
tal problem." 

The  Bureau  of  Mines  has  been 
working  on  the  problem,  and  the 
first  in-plaee  recoveries  were  made 
at  Rock  Springs,  Wyo.,  two  years 
ago,  but  no  major  breakthrough  is 
likely  soon.  So  oil  shale  may  be 
one  of  the  great  hopes  of  the  U.S.' 
energy  supply,  but  not  right  away. 
Kelly  expects  coal  gasification  and 
liquefaction  to  come  first. 

But  in  the  long  run,  oil  shale 
will  be  needed.  Can  the  environ- 
mental problems  be  licked?  "Con- 
gress," says  Kelly,  "has  the  problem 
of  finding  a  way  to  use  this  heritage 
of  the  people  for  the  good  of  the 
people."  There  are  going  to  be  ar- 
guments over  what  is  good  and  for 
which  people— and  for  how  many.   ■ 


Unturned  Corners 

For  more  than  a  decade  now,  the 
building  materials  industry  has 
been  about  to  turn  the  corner.  Only 
it  never  has.  Flintkote  Co.  has  been 
fairly  typical.  Its  net  operating 
earnings  peaked  at  $15  million  in 
1959  and  since  have  fluctuated  be- 
tween $10  million  and  $12  million. 
This  despite  a  sales  gain  of  over 
40%  to  $355  million. 

After  all  these  years  of  trying  to 
lie  trend,  hard-working 
George  J.  Pecaro  is  handing  the 
task  to  a  younger  man,  James  D. 
Moran,  a  lawyer  who  joined  the 
ipany  21  years  ago  and  has  been 
executive  vice  president  since  1967. 
At  62,  Pecaro  sieps  up  to  chairman, 
while  Moran  becomes  president 
chiei  executive 

Moran  won't  lack   for  things   to 
(Id.  Ever  since  Pecaro's  predecessor, 
I.J.  Harvey,  wisely  steer 
pany  out  ol   the  low-pi  ing 

products  business,  the  compai 
been   seeking  in   vain   to  find   a  lu- 
crative  area   of   domii  thin 
ils  broad  indusln    Thai 
than   done  in  an  old,   entrenched 


field  like  building  materials,  which 
produces  commodity  products  for 
a  weak,  highly  fragmented  con- 
struction industry— an  industry  for- 
ever whipsawed  by  the  wage  pres- 
sures of  more  powerful  unions,  and 
where  market  demand  is  dictated 
largely  by  the  cost  of  money.  Pe- 
caro has  diversified  broadly— from 
gypsum  and  concrete  to  plastic 
pipe  and  corrugated  paper— but 
Flintkote    remains    a    small    factor 
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in  virtually  every  one  of  its  prod- 
uct areas.  Pecaro  found  himself 
constantly  disposing  of  small  mar- 
ginal operations,  constantly  re- 
organizing, ever  trying  to  clean  up 
his  balance  sheet— all  the  while 
praying  for  a  better  tomorrow  in 
both  residential  and  industrial  con- 
struction. While  conditions  were  im- 
proving in  some  Flintkote  markets, 
they  were  deteriorating  in  others. 

With  its  resources  thus  spread, 
Flintkote  never  got  hurt  too  badly. 
Last  year,  for  example,  when  more 
concentrated  competitors  like  U.S. 
Gypsum  and  National  Gypsum  suf- 
fered earnings  declines  of  39%  and 
32%,  Flintkote's  were  off  just  14%. 

But  Flintkote  has  never  seemed 
to  be  able  to  get  all  of  its  small 
parts  functioning  smoothly  togeth- 
er. That  is  Jim  Moran's  challenge: 
to  find  the  bold  moves  that  will 
get  his  company  off  its  earnings 
treadmill,  perhaps  through  greater 
concentration  of  resources,  perhaps 
thrpugh  a  major  outside  acquisi- 
tion. Alternatively,  he  could  sit  back 
and  wait  tor  that  corner  to  be 
turned.  But  that  policy  hasn't  got- 
ten his  industry  anywhere.  ■ 
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That's  an  increase  of  200,000  or  44%  since  1967. 

The  demand  for  FORBES  by  top  management  men  in  big  business  increases  with 
each  passing  year.  Erdos  and  Morgan,  Inc.  found  that  seven  out  of  ten  top  man- 
agement men  in  America's  500  largest  industrial  corporations  were  regular 
readers  of  FORBES.  And  another  independent  research  firm,  Don  Bowdren 
Associates,  has  shown  that  one  out  of  every  ten  FORBES'  subscribers  is  a  presi- 
dent, chairman  or  chief  executive  officer. 

With  subscribers  of  this  quality,  it's  not  surprising  that  FORBES  advertising 
revenues  have  increased  150%  in  the  last  five  years. 

There  are  650,000  FORBES  subscribers  who  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Business  That's  Going  Begging 

Want  to  make  big  money  in 
oceanography?  Then  forget  about 
building  two-man  submarines.  For- 
get about  mining  nickel  from  the 
ocean  floor  or  refining  gold  from 
seawater.  Instead,  build  a  harbor 
that  won't  silt  up  or  beaches  that 
won't  wash  away.  Learn  to  clean 
up  the  pollution.  That's  the  advice 
of  Dr.  William  A.  Nierenberg,  the 
outspoken  director  of  the  presti- 
gious San  Diego-based  Scripps  In- 
stitution of  Oceanography. 

"There's  money  in  sewage,"  says 
the  52-year-old  former  nuclear 
physicist,  referring  to  the  need  for 
better  ways  to  dispose  of  the  mil- 
lions of  tons  of  wastes  discharged 
in  the  oceans  daily.  "And  in  coastal 
facilities.  According  to  a  1966  gov- 
ernment study,  more  than  half  of 
our  coastal  facilities— like  breakwa- 
ters, jetties  and  marinas— fail.  Most 
of  them  don't  work  properly  from 
the  day  they  are  put  in. 

"Very  few  of  the  big  construc- 
tion companies  that  build  these  fa- 
cilities," says  Nierenberg,  "under- 
stand the  oceanographic  problems 
like  shifting  sands,  current  rever- 
sals or  the  effects  of  storms."  He 
points  to  Santa  Barbara's  artificial 
harbor.  "It's  a  monstrosity  of  de- 
sign," he  says.  "They  are  spending 


all  their  lives  and  money  trying  to 
keep  the  harbor  open,  because  they 
didn't  take  into  account  the  flow 
and  drift  of  sand  from  the  beach. 
Meanwhile,  California  is  losing  its 
beaches— they'll  be  gone  in  four  to 
five  years.  Yet  by  and  large  Califor- 
nia is  ahead  of  the  rest  of  the  U.S." 

The  problem  began,  Nierenberg 
believes,  when  many  companies 
went  after  the  glamour  money  in 
oceanography.  Lockheed,  Westing- 
house,  General  Dynamics  and 
Reynolds  Metals  built  two-  and 
three-man  submarines  to  explore 
the  sea  floor  instead  of  spending 
money  on  oceanographic  engineer- 
ing research.  "Most  of  the  subs 
have  been  shelved  now  or  given 
away,"  he  says,  "and  the  reason  is 
obvious:  It  is  a  frightfully  expen- 
sive way  of  doing  business.  The 
real  bulk  money  is  in  constructing 
coastal  facilities— probably  $4  bil- 
lion to  $5  billion  annually.  But  it's 
nicer  to  talk  about  the  perfor- 
mance of  your  two-man  sub  off  the 
Bahamas  than  about  the  15-foot 
tube  you  build  to  discharge  sewage 
five  miles  off  Point  Loma." 

Equally  important,  the  univer- 
sities aren't  training  oceanographic 
engineers.  "Scripps  is  the  only 
school  in  California  that  gives  a 
Ph.D.  in  oceanography,"  Nieren- 
berg   complains,    "and    even    with 


Nierenberg  of  Scripps 


our  $28-million  budget,  only  two 
or  three  of  our  50-odd  Ph.D.  grad- 
uates each  year  could  be  called  en- 
gineers. There  are  only  ten  or  12 
people  in  the  country  who  are  top- 
notch  experts  on  harbors,  for  in- 
stance. And  those  few  are  badly 
overworked. 

"If  I  wanted  to  make  money,"  he 
says  with  a  smile,  "I'd  round  them 
all  up  and  set  up  a  consulting  firm. 
We'd  be  making  money  hand  over 
fist  in  no  time."  ■ 


Change,  Yes.  Cafasfrophe,  No. 

In  moving  up  into  Augustus  Long's 
old  post  as  chairman  of  the  board 
of  Texaco,  Inc.,  third-largest  U.S. 
oil  company  in  assets,  lanky  Mau- 
rice F.  Granville,  55,  puts  himself 
directly  in  line  to  succeed  Long 
himself  as  Texaco's  chief  executive 
a  tew  months  or  a  few  years  from 
now.  Gus  Long  had  retired  once 
before,  in  1965,  but  came  back 
to  the  job  last  year  when  his 
successor,  J.  Howard  Rambin  Jr., 
unexpectedly  retired. 

Texaco  turned  a  record  $822- 
million  profit  last  year  and  a  13.1% 
return  on  equity,  the  best  of  any 
international  major.  So  Granville's 
problems  are  not  financial  ones. 
Texaco's  problems  are  more  likely 
to  be  political  than  managerial, 
and  in  such  a  world,  Granville's 
talents  may  prove  especially  val- 
uable. A  chemical  engineer  by 
training  and  an  amiable  and  ju- 
dicious man  l>v  temperament, 
Granville    has    been    in    charge    of 


Texaco's  long-range  strategic  plan- 
ning for  some  years  now,  a  kind  of 
vice  president  in  charge  of  change. 
Changes  are  coming  fast  for  Tex- 
aco and  the  whole  industry.  In  Ven- 
ezuela, where  Texaco  has  a  stake, 
the  government  is  working  out  a 
scheme  to  win  it  the  advantages  of 


Granville  of  Texaco 


60 


nationalization  without  ever  hav- 
ing to  cancel  its  concessions.  In  the 
oil  industry,  such  schemes  have  a 
way  of  catching  on. 

Granville  is  concerned,  but  not 
frantic  about  this  trend.  "The  in- 
ternational oil  companies,"  he  says, 
"have  a  whole  lot  going  for  them. 
In  the  long  pull,  I  don't  think  it  is 
going  to  make  a  great  deal  of  dif- 
ference to  the  net  return  that  we 
make  on  our  overall  investment  ex- 
actly what  form  of  ownership  ar- 
rangement we  have  in  the  pro- 
ducing countries.  The  financial  and 
technological  and  management 
skills,  the  properties  we  have  that 
are  not  subject  to  the  sovereignty 
of  these  various  nations,  will  al- 
ways put  us  in  a  position  to  make 
a  contribution  and  a  profit. 

"We  certainly  see  continual 
changes  in  those  arrangements, 
but  we  have  to  use  our  ingenuity 
to  demonstrate  that  we  can  play  a 
part."  Change,  to  put  it  another 
way,  is  unsettling  but  not  neces- 
sarily catastrophic.   ■ 
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NEW    ISSUE 


7  his  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  shares. 
The  offer  is  made  only  by  the  Prospectus. 


3,300,000  Shares 


American  Airlines,  Inc. 


Common  Stock 


Price  $27.25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Dillon,  Read  A:  Go,  Inc. 
Lehman  Brothers 

Incorporated 

Blyth  iV:  Co.,  Inc.       Drexel  Firestone 


La/.ard  Freres  &  Co. 
The  First  Boston  Corporation 


K nil n,  Loeb  &  Co. 


Inrorporatrd 


(i old  man,  Sachs  He  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

fhiPont  (ilore  Forgan         Kastman  Dillon,  Union  Securities  He  Co. 

Inrorporatrd  Inrorporatrd 

W.  E.  Hutton  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co.  Loeb,  Rhoades  He  Co.          Paine,  Webber,  Jackson  &  Curtis       Salomon  Brothers 

Inrorporatrd  Incorporated 

Smith,  Barney  H:  Co.  Stone  &  Webster  Securities  Corporation         Wertheim  He  Co.        White,  Weld  He  Co. 

Inrorporatrd 

Dean  Witter  He  Co.  Bache  He  Co. 

Incorporated  Inrorporatrd 


American  Securities  Corporation 
Bear,  Stearns  He  Co. 


Reynolds  &  Co. 
American  LBS  Corporation 

Alex.  Brown  He  Sons 


Shearson,  II  am  mill  He  Co. 

Inrorporatrd 


A.  (J.  Becker  He  Co 

Incorporated 

Clark,  Dodge  He  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  He  Co.         EuroPartners  Securities  Corporation 

Incorporated 

Hallgarten  He  Co. 


Harris,  Lpham  He  Co 

Incorporated 


Basle  Securities  Corporation 

Burnham  and  Company 

F.  Eberstadt  &  Co.,  Inc. 

First  Southwest  Company 

Paribas  Corporation 


R.W.  Pressprich  He  Co. 

Incorporated 

F.  S.  Smithers  He  Co.,  Inc. 

G.  H.  Walker  He  Co. 

Incorporated 


F.  S.  Moseley  &  Co. 

L.  F.  Rothschild  He  Co. 

Sotien  International  Corporation  Swiss  American  Corporation 

Walston  &  Co.,  Inc.  Wood,  Struthers  He  Winthrop  Inc. 


Shields  &  Company- 
Incorporated 


J  une  25.  1 971 


This  anno         ment  is  not  an  offer  to  sell  or  a  solicitation  of  cm  offer  tn.buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  June  17,  1971 

$125,000,000 

Occidental  Petroleum  Corporation 

7Vi%  Convertible  Subordinated  Debentures  due  June  15,1996 


The  Debentures  will  be  convertible  prior  to  maturity,  unless  previously  redeemed,  into  Common 
Shares  of  Occidental  at  $20  per  share,  subject  to  adjustment  as  provided  in  the  Indenture. 


Price  100% 

plus  accrued  interest  from  June  15,  1971 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  undent-liters,  including  the  under- 
signed,  as  may  lawfully  offer  these  securities  in  such  State. 


Eastman  Dillon,  Union  Securities  &  Co.  A.  G.  Becker  &  Co. 

Incorporated  Incorporated 

Blyth  &  Co.,  Inc.        duPont  Glore  Forgan         Hornblower  &  Weeks-Hemphill,  Noyes        Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

American  UBS  Corporation  Basle  Securities  Corporation  Bear,  Stearns  &  Co.  J.  C.  Bradford  &  Qo. 

Alex.  Brown  &  Sons  CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick 

Incorporated  Incorporated 

EuroPartners  Securities  Corporation       Hallgarten  &  Co.       E.  F.  Hutton  &  Company  Inc.       W.  E.  Hutton  &  Co. 
Johnston,  Lemon  &  Co.  Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Paribas  Corporation 

Incorporated 

R.  W.  Pressprich  &  Co.  L  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc.  SoGen  International  Corporation 

Incorporated 

Swiss  American  Corporation  G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorporated 


A.B.N.  Corporation     Amsterdam-Rotterdam  Bank  N.V.     Banca  Commerciale  Italiana     Banque  de  Bruxelles,  S.A. 

Banque  Lambert  S.C.S.  Banque  de  Neuflize,  Schlumberger,  Mallet  Deutsche  Girozentrale 

—Deutsche  Kommunalbank— 
Gutzwiller,  Kurz,  Bungener  Securities  Pierson,  Heldring  &  Pierson  S.  G.  Warburg  &  Co. 

Limited  Limited 


The  Funds 


The  Bomb  Thrower 


"Imagine  the  shock  of  some  fund 
manager,  especially  a  Boston  Brah- 
min, when  Abe  not  only  claims  the 
manager's  way  of  life  was  illegal, 
but  some  judge  agrees  with  him." 
The  "Abe"  is  Abraham  Louis  Pom- 
erantz,  68,  who  has  been  to  mutual 
funds  what  Ralph  Nader  is  to  De- 
troit—only Pomerantz  does  it  for 
money  as  well  as  for  glory. 

Pomerantz'  law  firm  of  Pom- 
erantz, Levy,  Haudek  &  Block  has  or 
is  handling  suits  against  some  55 
mutual  funds.  He  figures  that  an 
earlier  wave  of  his  suits  forced 
many  funds  to  reduce  their  man- 
agement fee  in  the  early  Sixties, 
saving  investors  S60  million  so  far. 

Pomerantz'  two  latest  suits  have 
the  industry  on  edge.  He  is  attack- 
ing two  legendary  fund  managers, 
Jack  Dreyfus  and  Mister  Johnson  of 
the  Fidelity  Group. 

A  sophisticated  man,  Pomer- 
antz does  not  take  the  view  that 
his  opponents  are  crooks;  rather, 
that  much  of  what  has  been  per- 
fectly acceptable  in  the  fund  busi- 
ness is  simply  not  in  the  best  in- 
terest of  the  investor. 

The  Dreyfus  case,  now  awaiting 
a  decision  in  a  lower  court,  is  the 
most  important,  says  Pomerantz. 
Jack  Dreyfus  and  other  selling 
•  holders  received  $42  million 
for  selling  shares  in  the  manage- 
ment company  that  runs  Dreyfus 
Fund  to  the  public.  "We  think 
that's  all  wrong,"  says  Pomerantz. 
"Why  should  a  fiduciary  be  permit- 
ted to  sell  his  fiduciary  office?" 

\n  appeals  court  has  just  sent  a 
similar  Pomerantz  case  back  to  a 
lower  court  for  trial.  The  Pomer- 
antz suit  charged  that  Lazard  Fre- 
res  should  not  have  received  any 
financial  advantage  from  the  ter- 
mination of  its  management  of 
Lazard  Fund,  which  was  merged 
several  years  ago  into  a  Dun  & 
Bradstreet  mutual  fund. 

The  traditional  reason  why  most 
mutual  fund  management  compa- 
nies are  sold  is  that  the  old  founder 
wants  to  capitalize  his  life's  work. 
"Get  the  hell  out!"  responds  Pomer- 
antz. "When  you  retire,  you  retire. 
You  don't  peddle  your  fiduciary  in- 
terest around.  A  mutual  fund  man- 
ager has  no  more  right  than  a  com- 
pany president  to  cash  in  his  chips." 

Pomerantz'  longtime  associate, 
lawyer  William  E.  Haudek,  adds, 


"If  someone  was  willing  to  pay  $45 
million  for  the  privilege  of  becom- 
ing an  investment  adviser,  maybe 
the  $45  million  one  way  or  another 
should  be  utilized  for  the  stock- 
holders by  reducing  the  funds' 
management  fee." 

In  some  ways,  this  is  a  revolu- 
tionary thesis.  After  all,  when  any 
business,  from  toothpaste  to  fuel 
oil,  is  sold,  it  capitalizes  its  con- 
sumer franchise.  The  price  doesn't 
simply  reflect  the  assets,  but  re- 
flects as  well  the  number  of  cus- 
tomers and  their  loyalty.  Why  are 
mutual  funds  different? 

Says  Pomerantz:  "Because  funds 
are  owned  by  their  shareholders, 
not  by  the  management  companies 
that  advise  them." 

Pomerantz  holds  that  when  a 
fund  management  company  is  up 
for  sale,  the  independent  directors 
of  the  fund  should  consider  ac- 
cepting bids  from  outside  money 
managers.  His  victory  over  Lazard 
Freres  means  similar  suits  will  be 
launched  against  scores  of  man- 
agements that  have  sold  out. 

While  the  industry  worries  about 
the  implications  of  the  Dreyfus 
suit,  Pomerantz'  success  against 
Mister  Edward  C.  Johnson  II,  the 
close-mouthed  but  highly  publi- 
cized boss  of  Fidelity  Group,  has 
already  terrorized  the  industry.  In 
June  a  federal  appeals  court  over- 
turned a  lower  court  decision.  The 
lower  court  found  that  Johnson 
simply  had  followed  industry  prac- 
tice in  the  way  he  handled  give- 
ups*  The  higher  court  disagreed. 

Give-ups,  until  they  were 
banned  by  the  Securities  &  Ex- 
change Commission  in  1968,  were 
a  way  of  life  for  hundreds  of  funds. 
They  worked  like  this:  When  Fi- 
delity Management  &  Research 
bought  or  sold  stock  for  their  port- 
folios, they  often  asked  the  broker 
who  executed  the  order  to  "give 
up"  as  much  as  60%  of  the  commis- 
sion to  other  brokers— mostly  to  re- 
ward the  other  brokers  for  selling 
shares  in  a  Fidelity  fund. 

The  SEC  in  a  1967  report  stated 
that  give-ups  should  be  recaptured 
by  the  fund  and  used  to  reduce  ad- 
visory fees  when  possible.  SEC  staff 
members  had  talked  to  Fidelity 
lawyers  and  executives  about  re- 
capture, but  had  gotten  nowhere. 

In  response  to  Pomerantz'  suit, 
the  appeals  court  suggested  that 
give-ups,  if  they  could  have  been 
recaptured,  were  illegal  and  in  vio- 


Pomerantz  of 
Pomerantz,  Levy,  Haudek  &  Block 

lation  of  Fidelity  Fund's  charter.  In 
any  event,  the  court  ruled  that 
Johnson  was  guilty  of  "gross  mis- 
conduct and  conflict  of  interest" 
because  he  failed  to  emphasize  to 
his  independent  directors  the  SEC 
view  about  recapture  of  give-ups. 
With  this  information,  presumably, 
the  independent  (i.e.,  outside)  di- 
rectors might  have  demanded  a 
change  in  policy.  Not  only  was  the 
decision  a  potential  blow  to  John- 
son's pocketbook;  it  hit  hard  at  his 
image  as  a  righteous  Boston  Brah- 
min. Fidelity  is  turning  to  the  Su- 
preme Court,  which  will  rule  on 
whether  it  will  hear  the  case. 

Pomerantz  notes  that  there  are 
about  50  other  suits  swinging  on 
this  give-up  decision.  Also  at  stake: 
his  fee,  which  could  run  into  the 
millions.  "I've  nothing  personal 
against  Fidelity's  Johnson,"  says 
Pomerantz.  "He's  a  sweet  fellow. 
Though  his  owi  lawyers  call  him 
Mister  Johnson,  I  call  him  Ed. 
That's  because  I'm  a  vulgar  fellow 
from  Brooklyn."  Clearly,  Abe  Pom- 
erantz knows  how  to  make  money 
and  have  fun  at  the  same  time. 

Pomerantz  says  he  wants  the  in- 
dependent mutual  fund  directors  to 
be  better  informed  because  he 
hopes  some  of  his  stockholder  suits 
are  really  going  to  make  them  truly 
independent  for  the  first  time.  "Son- 
of-a-bitch,  if  you  are  a  director, 
you'd    better    direct,"    Pomerantz 


FORBES,  JULY   15,    1971 


63 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50.000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.p-15 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 


A  NO-LOAD  Mutual  Fund 

R0WE  PRICE 
NEW  ERA 
FUND 


,ING. 


Objective:  Capita!  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:           ^ 
I 1 

Row*  Prict  Haw  Era  Fund,  Inc. 
On*  Charles  Center,  Depl.  »«; 
Baltimore,  Maryland  21 


Name_ 


Address- 


City_ 


.Stat« 


Zip  Code_ 


! 

I 

! 

-  ! 
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The  Funds 


says.  "If  you  don't,  you're  taking 
your  life  in  your  hands." 

Pomerantz  has  some  other  bombs 
which  he's  busy  fusing.  He  plans 
going  after  directors  who  take  no 
steps  when  a  fund  has  poor  perfor- 
mance over  the  long  run. 

"You'd  be  amazed  how  many 
funds  there  are  that  year  after  year 
have  lousy  advisers  with  lousy  per- 
formance records.  You  know  god- 
dam well  if  you  were  an  honest  in- 
dependent director  on  that  fund 
you'd  either  throw  the  bums  out 
and  get  a  new  manager  with  a  good 
track  record,  or  the  minimum  you 
do  is  make  them  reduce  their  man- 
agement fees  on  the  basis  of  their 
failure."  Pomerantz  has  just  set- 
tled a  suit  against  Capital  Shares, 
where  he  forced  the  management 
fee  to  be  scaled  down  because  of  a 
mediocre  track  record. 

Another  bomb  in  the  Pomerantz 
inventory  involves  what  is  known 
technically  as  "interpositioning," 
which  the  SEC  is  on  record  as  op- 
posing. Interpositioning  again  in- 
volves commissions  arising  from 
purchases  and  sales  in  a  fund's  port- 
folio. It  occurs  when  a  fund  uses 
a  broker  to  execute  an  order  that  it 
could  execute  without  him.  For  ex- 
ample, a  fund  might  have  executed 
an  order  on  the  New  York  Stock 
Exchange  when  it  could  have  done 
so  more  cheaply  over  the  counter 
or  directly  with  another  fund. 

Why  should  the  funds  "interposi- 
tion"? In  order  to  reward  brokers 
who  have  sold  fund  shares  for 
them.  The  theory  is  that  this  is 
wrong  because  it  involves  using  ex- 
isting shareholders'  money  to  gain 
new  customers  for  management. 

Pomerantz  also  is  bombing  the 
funds  on  the  use  of  letter  stock. 

"They  cheat  twice,"  charges  he. 
"First  they  show  more  value  than 
they  have  on  their  balance  sheet 
since  they  buv  at  say,  40%,  and 
put  it  on  the  books  at  100%,  and 
second,  they  show  instant  but  mis- 
leading performance." 

If  the  forego  ng  sounds  highly 
technical,  consider  this:  Mutual 
funds  as  a  whole  generated  per- 
haps $250  million  in  brokerage 
commissions  last  year  and  earned 
perhaps  another  $200  million  in 
management  fees.  Add  sales 
charges  (about  $265  million),  and 
you  get  over  $700  million. 

Not  surprisingly,  Abe  Pomerantz 
has  no  intention  of  giving  up  or 
slowing  down. 


Treading  Water 

If  we  read  rightly  some  very  in- 
teresting figures  just  released  by 
Arthur  Lipper  Corp.,  the  mutual 
fund  industry  was  as  befuddled  by 
this  year's  market  crosscurrents  as 
most  ordinary  mortals  were.  The 
Lipper  figures,  far  and  away  the 
best  of  their  kind,  show  mutual 
fund  buying  and  selling  of  individ- 
ual stocks.  From  them  it  is  possible 
to  make  some  statistical  stabs  at 
measuring  the  timing  of  recent  fund 
trading.  What  the  figures  show  in 
the  first  quarter  of  1971  is  that  the 
stocks  sold  most  heavily  by  the 
mutual  funds  have  since  performed 
about  as  well  in  the  stock  market 
as  the  stocks  they  boug;it  most 
heavily.  Overall,  fund  buying  or 
selling  didn't  seem  to  make  all  that 
much  difference. 

This  seems  surprising  in  a  market 
as  heavily  institutionally  oriented  as 
this  year's  has  been.  And  it  is,  of 
course,  too  early  to  know  whether 
stocks  bought  a  few  months  ago 
will  or  will  not  turn  out  to  be  good 
long-term  purchases.  The  fact  re- 
mains, however,  that,  taking  the 
fund  industry  as  a  whole,  the  im- 
mediate effects  of  its  portfolio  shift- 
ing were  hardly  brilliant. 

Of  the  25  stocks  the  funds  pur- 
chased on  balance  during  the  first 
quarter  of  1971,  seven  had  de- 
clined in  price  by  the  end  of 
June.  Of  the  25  sold  on  balance, 
16  rose  in  price  by  June  30.  Eleven, 
in  fact,  had  gone  up  by  more  than 
10%.  Sony,  which  rose  52.3%  after 
being  dumped,  led  this  embarrass- 
ing parade,  followed  by  Kresge 
(up  32.9%),  Upjohn  (28.8%), 
Texas  Instruments  (27.4%)  and  old 
favorite  Xerox  (22%). 

How  could  so  many  stocks  go 
up  when  the  mutual  funds  were 
selling  them  so  heavily?  And  go 
down  when  the  funds  were  buying 
them  heavily?  Perhaps  banks,  pen- 
sion funds  and  other  institutions 
were  buying  the  stocks  that  the 
funds  were  selling.  And  vice  versa. 
Perhaps  the  public,  or  what  is  left 
of  it,  could  be  buying  many  of  the 
stocks  the  funds  are  selling;  or  sell- 
ing many  of  the  same  stocks  the 
funds  are  buying.  We  don't  really 
know  the  answer,  but  the  figures 
on  the  next  page  show  the  25  big- 
gest net  purchases  and  25  biggest 
net  sales  by  mutual  funds  among 
Big  Board  stocks.   ■ 
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What 

They  Bought  Went  Up: 

What 

They  Sold  Went  Up,  Too! 

Analysis  of  first-quarter  mutual  fund  transactions. 

The  25  fisted 

stocks  most  bought  by  the  funds  and  the  25  most  sold  by  them. 

Net  No. 

of  Shares 

Percent 

Average 
Transaction 

Change  From 
Transaction 

Shares 

of  Shares        _ 

Total  Volume 

June  30 

Company 

(millions) 

(thousands)     O"'«ano.ng 

1/1-3/31 

Pri'cet 

Price 

Price 

Purchased  On  Balance 

General  Electric 

$68.0 

1213.8 

0.7% 

20.6% 

52.13 

603/4 

16.50/0 

Watt  Disney 

65.5 

648.2 

5.1 

28.1 

87.61 

114 

30.1 

R.J.  Reynolds  Inds. 

53.6 

787.8 

2.0 

41.5 

60.69 

59% 

—1.3 

General  Tel.  &  Elec. 

46.7 

1394.5 

1.3 

40.0 

32.49 

31  % 

—2.3 

Ford 

43.5 

721.5 

0.7 

18.8 

57.94 

62 1/2 

7.9 

Greyhound 

38.5 

1791.2 

4.5 

19.6 

19.52 

22 

12.7 

Corning  Glass 

37.3 

153.1 

2.2 

36.1 

210.38 

250  y4 

19.2 

Standard  Oil  (NJ.) 

36.8 

461.8 

0.2 

10.9 

72.63 

753/8 

3.8 

Control  Data 

36.1 

565.5 

4.0 

22.8 

58.31 

61 

4.6 

McDonnell  Douglas 

32.1 

915.7 

3.4 

31.4 

31.21 

35 

12.1 

Standard  Oil  (Ind.) 

30.1 

506.9 

0.7 

29.6 

58.03 

61 

5.1 

White  Consolidated  Inds. 

29.6 

1222.7 

11.9 

27.0 

18.44 

27 

46.4 

Texaco 

26.5 

728.5 

0.3 

12.0 

34.54 

35% 

3.1 

Owens-Illinois 

25.6 

421.6 

2.7 

62.3 

59.39 

54>/2 

—8.2 

Allis-Chalmers 

24.8 

1502.4 

12.0 

30.0 

18.53 

14 

—24.4 

Tenneco 

236 

855.7 

1.6 

24.5 

26.34 

273/4 

5.4 

Continental  Can 

22.5 

521.0 

1.8 

33.5 

40.35 

363/4 

—8.9 

Leasco 

22.2 

1103.1 

11.1 

29.3 

18.53 

18 

—2.9 

American  Tel.  &  Tel. 

22.0 

450.5 

0.1 

6.3 

50.09 

455/g 

—8.9 

Lubrizol 

21.4 

240.6 

2.4 

60.0 

79.16 

1043/4 

32.3 

Texas  Eastern  Trans. 

20.7 

456.0 

2.3 

26.3 

41.61 

43% 

4.8 

Kerr-McGee 

19.4 

158.5 

2.1 

22.5 

121.37 

140% 

15.6 

Columbia  Broadcasting  System                         18.2 

476.3 

1.8 

28.4 

35.47 

45'/8 

27.2 

U.S.  Industries 

18.1 

748.5 

2.5 

37.8 

22.81 

26% 

16.7 

Addressograph  Multigraph 

17.4 

490.7 

6.1 

20.9 

30.66 

44 

43.5 

Sold  On  Balance 

Xerox 

49.9 

471.0 

0.6 

14.0 

95.05 

116 

22.0 

Weyerhaeuser 

35.3 

621.3 

1.0 

33.5 

58.02 

513/4 

—10.8 

Procter  &  Gamble 

33.1 

«      530.4 

0.7 

36.7 

58.87 

643/4 

10.0 

Upjohn 

32.8 

590.6 

4.0 

29.5 

50.65 

65>/4 

28.8 

Goodyear  Tire  &  Rubber 

27.8 

908.9 

1.3 

22.3 

30.87 

33% 

7.3 

Royal  Dutch  Petroleum 

27.5 

641.0 

0.5 

33.9 

41.94 

42 

0.1 

S.S.  Kresge 

27.4 

366.1 

1.0 

23.5 

66.14 

8778 

32.9 

Johns-Manville 

27.0 

635.9 

3.8 

49.4 

42.21 

38'/8 

—7.9 

Pennzoil  United 

25.9 

781.1 

4.3 

28.2 

30.39 

293/4 

—2.1 

Hercules 

24.0 
23.1 

557.0 

2.8 

51.8 

43.87 

48'A 

10.0 

Philip  Morris 

382.4 

1.5 

19.6 

54.05 

623/4 

16.1 

Federated  Dept.  Stores 

22.8 

510.1 

1.2 

29.9 

42.35 

463/8 

9.5 

Hilton  Hotels 

22.4 

468.5 

5.5 

63.5 

48.08 

473/8 

—1.5 

Sony 

22.1 

904.7 

2.2 

23.6 

19.70 

30 

52.3 

Burlington  Inds. 

22.0 
21.5 

487.2 

1.9 

33.4 

45.26 

373/8 

—17.4 

Texas  Instruments 

209.1 

1.9 

22.5 

90.75 

1*5% 

27.4 

W.T.  Grant 

21.3 

342.5 

2.5 

42.8 

56.12 

63>/2 

13.2 

Burroughs 

21.2 

177.4 

1.0 

5.7 

113.43 

128% 

13.3 

National  Cash  Register 

21.0 

480.6 

2.2 

11.3 

41.15 

46V4 

12.4 

American  Home  Products 

20.7 
18.5 

273.3 

0.5 

19.9 

73.71 

76% 

3.8 

Columbia  Gas  System 

485.5 

1.6 

28.4 

38.49 

353/4 

—7.1 

American  Airlines 

18.0 

633.0 

3.1 

18.8 

27.07 

263/4 

—1.2 

Minnesota  Mining  &  Mfg. 

17.8 

157.8 

0.3 

12.1 

102.56 

1213/4 

18.7 

International  Nickel 

17.7 

400.3 

0.5 

14.7 

44.85 

373/4 

—15.8 

H.J.  Heinz 

17.2 

400.1 

2.7 

40.4 

38.11 

42% 

11.5 

Standard  &  Poor's  500 

96.54 

99.70 

3.3 

Source:   Arthur   Lipper   Corp.; 

Forbes.       fWeighted  overage  ol 

total    transactions  o 

F   individual  s 

rocks  during  first  quarter. 
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The 

next  ten 
years. 


At  Salomon  Brothers,  tomorrow  is  on  today's  agenda. 
Our  plans  for  the  next  decade  are  in  action  now.  We  are 
already  expanding  our  underwriting  capabilities  to 
meet  the  expected  enormous  increase  in  capital  needs 
of  American  business  and  of  government  at  all  levels. 
We  are  also  developing  even  more  effective  means  of 
handling  the  burgeoning  investment  volumes  ex- 
pected over  the  next  decade. 

Underlying  all  our  plans  is  a  basic  Salomon 
Brothers  operating  principle  — adding  steadily  to  cap- 
ital resources,  well  in  advance  of  need.  To  meet  heavy 
underwriting  and  trading  commitments,  today's  as 
well  as  tomorrow's,  our  policy  will  be  to  consistently 
maintain  a  strong  capital  position. 

At  present,  our  net  worth  totals  well  over  $75  mil- 
lion, up  $50  million  in  just  five  years.  Almost  all  of  it 
came  into  our  firm  through  retained  earnings  and  is  sub- 
ject to  stringent  restrictions  on  withdrawal.  It  is  used 
primarily  to  help  us  serve  the  needs  of  our  customers.  A 
sizable  percentage  of  our  profits  goes  right  back  to  work 
for  the  firm. 

This  is  why,  though  deliberately  compact  in  staff, 
Salomon  Brothers  stands  tall  in  net  worth:  Number 
three  among  all  investment  bankers  in  the  United 
States.  This  reflects  our  continuing  effort  to  increase 
our  financial  resources  to  help  meet  the  greater  expec- 
tations of  financial  institutions  and  corporations  during 
the  next  decade. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 

Members  New  Yoi  k  Sto<  k  r  x<  hange,  Inc. 

New  York,  ,\il. mi. i,  Boston,  Chicago,  Cleveland,  Dallas, 

l  os  Angeles,  Philadelphia,  St.  Louis,  San  Fran<  isco 


The  Forbes  Index 


80      "enotf  or  Economic  Recession  as  defined 
__      py  Natiqna  ~  Research. 

75 


APR 127.8 

MAY 126.1 

JUNE 125.8 

JULY 127.2 

AUG ....126.4 

SEPT. 125.4 

OCT 122.0 

NOV 119.5 

DEC .....119.6 

JAN 122.2 

FEB 125.1 

MAR 128.5 

APR 132.1 

MAY  (Prel.)  .133.7 


Composed  of  the  following 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering ? 
tDept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  fDepi   ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending7  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt7  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements! 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Don't  Expect  Too  Much 


As  this  is  written,  the  stock  market  is 
experiencing  a  seasonal  rally  from  the 
pessimism  of  May  and  June.  At  the 
moment,  the  rise  is  fairly  vigorous.  It 
would  appear  to  be  due  more  to  tech- 
nical factors  than  to  fundamentals, 
however.  The  basis  of  any  sustained 
enthusiasm  is  questionable. 

There  is  a  scarcity  of  thrilling  ideas. 
Business  has  not  picked  up  as  much 
or  as  soon  as  expected.  There's  con- 
siderable doubt  about  third-quarter 
earnings  looking  as  good  as  the  sec- 
ond-quarter earnings  now  being  pub- 
lished. Inventories  of  automobiles  are 
high  enough  to  be  worrisome  to  most 
people  who  are  making  them  and  sell- 
ing them.  Both  the  steel  industry  and 
the  motor  industry  seem  likely  to  earn 
sharply  less  in  the  July-September 
period  than  in  the  April-June  quarter. 
Most  retailers  say  there's  no  pep  in 
retail  spending.  The  new-issue  calen- 
dar is  congested,  especially  the  stock 
part  of  it.  All  these  factors  must  be 
worrisome  to  politically  minded  Wash- 
ington, especially  the  relatively  high 
unemployment  figures. 

In  the  meantime,  Washington  in- 
dicates there  will  be  no  early  change 

Mr    Hooper   is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.   Hutton  &  Co. 


in  the  recovery  "game  plan."  If  things 
are  to  be  better  in  the  stock  market, 
on  a  sustained  basis,  I  suspect  that 
the  incentive  will  come  from  some- 
thing the  Administration  does  to  speed 
up  the  economy;  and  I  would  not 
rule  this  out,  in  spite  of  statements 
which  indicate  we  should  not  expect 
it.  You  know  the  worry  about  infla- 
tion will  decrease,  and  the  concern 
about  business  recovery  will  increase. 
So,  in  a  few  months,  there  could  be  a 
more  dynamic  program  developed. 
But  not  right  now. 

This  is  not  the  kind  of  a  situation 
on  which  passionate  enthusiasm  about 
"growth"  stocks  feeds.  It  makes  bonds, 
offering  definitely  high  yields,  most 
competitive  with  stocks,  not  only  from 
an  income  point  of  view  but  also  as 
vehicles  for  capital  growth.  Represen- 
tative yields  on  conventional  stocks 
run  between  5%  and  6%,  with  perhaps 
as  much  as  7%  on  electric  utilities 
where  there  is  little  growth  right  now. 
At  the  same  time,  some  good  bonds 
are  offering  a  return  of  around  7.5%  to 
8%,  with  a  little  more  than  8%  if  the 
investor  is  willing  to  dip  down  a  bit 
ii.  quality. 

There  is  room  for  doubt  on  whether 
the  capital  enhancement  in  a  diversi- 


fied portfolio  of  common  stocks  will 
amount  to  much  more  over  the  next 
few  months  than  the  capital  growth  in 
a  portfolio  of  good  bonds— especially 
if  bond  yields  on  new  issues  should 
drop  one-half  of  1%  or  1%  in  the  next 
six  to  nine  months,  an  occurrence 
which  is  entirely  possible.  I'm  still 
reasoning  that  long-term  interest  rates 
are  headed  down  even  if  short-term 
rates  are  headed  up. 

What  I'm  saying  does  not  make  me 
wildly  bullish  on  bonds,  even  though 
I  think  the  demand  for  money  will 
ease  off  unless  there  is  a  material 
business  recovery.  The  point  I  want 
to  make  is  that  stocks  are  less  dynamic 
than  many  people  assume,  and  that 
bonds  are  giving  them  a  tight  race 
for  the  public's  new  money.  Perhaps 
this  is  simply  not  a  time  when  an  in- 
dividual should  expect  more  than  in- 
different investment  results. 

Unpredictable 

Having  said  that,  I  want  to  hedge 
a  little.  And  how  I  hate  to  hedge!  My 
writing  usually  is  much  less  iffy,  and 
I  love  to  be  positive  rather  than 
wishy-washy.  My  hedge  is  that  this  is 
a  time  in  which  political  considera- 
tions and  changing  government  poli- 
cies can  completely  ball  up  the  usu- 
ally sound  reasoning  of  analysts  and 
economists.  The  world  is  wallowing 
around  in  paper  money  and  inflation, 
and  the  public  has  been  encouraged 
to  think  that  economic  manipulation 
can  do  anything.  So  it  demands  action, 
and  public  men  respond— or  are  re- 
tired at  the  ballot  box.  Public  policy, 
especially  if  the  economy  does  not 
pick  up  after  Labor  Day,  may  have 
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Advice  On 

The  Three  Stocks 

Concerning 

You  Most 

Would  you  like  to  have  3  of  your 
most  worrisome  issues  checked  and 
our  unbiased  sell-hold  advice  given 
you  on  each? 

If  so,  fill  in  the  coupon  below,  at- 
tach $1  and  mail  today.  All  we  ask  is 
that  the  stocks  be  confined  to  issues 
listed  on  a  major  U.S.  exchange. 

You  will  receive  our  unbiased  ad- 
vice promptly.  These  are  not  reports 
or  discussions  of  the  companies,  but 
simply  our  advice  as  to  whether  you 
should  sell  or  hold  these  particular 
issues.  At  the  same  time,  you  will  re- 
ceive a  30  day  trial  subscription  to 
Dow  Theory  Forecasts. 

$5  Value  At 
Regular  Subscription  Rates 

This  30  day  trial  of  Dow  Theory 
Forecasts  is  a  $5  value  based  on  regu- 
lar subscription  rates  but  you  receive 
the  trial  PLUS  our  sell-hold  advice  on 
your  three  stocks  for  only  $1  on  a 
money-back  guarantee. 

You  Receive 
These  Investment  Aids 

During  the  course  of  your  subscrip- 
tion, you  will  receive  our  suggested 
buy-sell-hold  recommendations  on 
nearly  700  stocks  as  well  as  on  a  list 
of  30  Stock  Split  Candidates.  Other 
features  you  will  receive  as  part  of  the 
Forecasts  in  the  next  30  days  include: 
our  Master  List  of  Investment  and  Spec- 
ulative Stocks,  our  Growth  List,  our 
Model  Portfolios,  our  monthly  Business 
Outlook  and  other  helpful  investment 
information. 

Find  out  more  about  the  Dow  Theory, 
receive  our  advice  on  your  stocks  and 
receive  Dow  Theory  Forecasts  for  the 
next  30  days  by  returning  the  coupon 
below  (Offer  open  to  new  subscribers 
only.) 

MAIL  COUPON  TODAY 

»>0W  TWF00Y  FORECASTS,  INC., 

P.O.  Box  8309,  Chicago,  Illinois  60680 

Dept.  F  7-15 

Below  are  shown  my  issues:  please 
give  me  your  advice  as  to  selling  or  hold- 
ing them.  Also  enter  my  subscription  for 
a  30  day  trial  of  Dow  Theory  Forecasts 
and  send  me  your  list  of  30  Stock  Split 
Candidates.  $1  payment  is  enclosed  to 
cover  complete  cost.  I  understand  there  is 
no  further  obligation  on  my  part  and  that 
if  I  am  not  satisfied  you  will  refund  my 
$1.  (Subscription  cannot  be  assigned 
without  subscriber's  consent.) 
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to  be  made  much  more  stimulative. 
That  might  make  stocks  move  all  over 
the  lot.  We  might  have  an  indifferent 
summer,  or  worse,  followed  by  a  vig- 
orous autumn. 

The  mobile  homes  industry  this 
year  is  an  oasis  of  prosperity;  but  the 
price/earnings  ratios  on  the  represen- 
tative better  mobile  homes  issues  dis- 
count paradise.  Some  profit-taking  may 
be  in  order.  .  .  .  Federal  National 
Mortgage  (62)  seems  to  be  having 
better  earnings  right  along.  .  .  .  Arvin 
Industries  (30)  still  has  appeal,  al- 
though poor  automobile  production 
this  quarter  may  make  the  $2.50  earn- 
ings estimate  for  this  year  rather  dif- 
ficult to  attain. 

Unenthusiastic 

Assuming  that  a  midsummer  rally 
will  continue  through  the  first  half  of 
July,  I  expect  the  rest  of  the  summer 
to  be  not  much  more  than  unenthusi- 
astic. Whether  things  are  better  two 
or  three  or  four  months  hence  may 
be  determined  by  politico-economic 
developments  which  can  only  be 
guessed  at  at  this  stage. 

When  I  was  in  Europe  in  May,  I 
mailed  a  column  to  Forbes  for  pub- 
lication in  the  June  15  issue.  Due  to 
poor  delivery  of  the  international 
mails,  the  copy  did  not  arrive  in  New 
York  till  three  weeks  after  the  dead- 
line. Some  parts  of  it  are  now  obsolete, 
but  the  discussion  of  European  in- 
vestment practices  still  is  as  useful  as 
when  it  was  written.  I  am  salvaging 
the  paragraphs  which  I  feel  are  of 
lasting  interest. 

In  the  first  place,  except  in  times  of 
unusual  crisis,  most  of  the  overseas 
orders  on  the  New  York  and  American 
stock  exchanges  are  executed  between 
10  a.m.  and  noon  each  day.  You  know 
that  noon  in  New  York  is  5  p.m.  in 
London  or  Munich.  Second,  it  is  the 
tendency  of  portfolio  managers  to  put 
their  more  speculative  money  rather 
than  their  investment  money  into  the 
New  York  market.  Third,  much  of 
the  buying  and  selling  from  overseas  is 
short-term  trading  for  small  profits. 
Fourth,  the  NYSE  offices  in  Europe 
deal  almost  exclusively  with  banks  and 
other  institutions,  not  with  the  investor 
himself.  The  institutions  have  almost 
all  the  contact  with  the  individual. 
Fifth,  the  European  investment  de- 
cision makers  are  certainly  as  well  in- 
formed in  business  matters  as  any 
American  investment  decision  makers. 
Usually  they  speak  good  English  and 
are  as  easy  to  talk  with  as  an  Ameri- 
can portfolio  manager. 

It  is  a  mistake,  I  think,  to  assume 
that  institutional  investors  in  England, 
Scotland  ai  d  Europe  do  any  better 
with  their  funds  than  investors  in  the 
U.S.   Most  of  them   tend  to  trade  too 


often  and  to  make  commitments  in 
stocks  that  are  too  speculative.  Of 
course,  there  are  always  notable  ex- 
ceptions. The  Scottish  trusts  general- 
ly do  extremely  well. 

The  percentage  of  total  funds  in- 
vested in  America  varies  widely  from 
fund  to  fund,  and  from  time  to  time. 
One  can't  generalize.  In  Scotland  and 
England,  however,  it  may  be  said  that 
there  is  much  more  diversification  as 
to  geographical  areas,  industries  and 
issues  than  here  at  home.  Some  larger 
funds  which  might  have  something 
like  150  issues,  if  domiciled  in  this 
country,  have  500  or  more  separate 
stocks,  many  small  lots. 

Another  fact  is  worthy  of  attention, 
especially  now.  Americans  are  reluc- 
tant to  buy  into  foreign  companies,  so 
far  as  investments  in  shares  are  con- 
cerned. We  have  tended  to  buy  them 
at  the  wrong  time;  we  don't  under- 
stand their  accounting;  and  most  of  us 
find  overseas  companies  difficult  to 
follow.  Many  American  corporations, 
however,  have  acquired  or  developed 
large  overseas  subsidiaries,  something 
that  many  European  nationals  do  not 
like.  In  the  case  of  International  Busi- 
ness Machines,  foreign  business  right 
now  is  growing  faster  than  domestic. 

Buy  American? 

The  more  recent  decision  of  the 
Japanese  government  to  permit  Japa- 
nese nationals  to  buy  American  stocks 
without  red  tape  has  created  a  stir  in 
international  finance  circles.  I  do  not 
think  there  will  be  a  great  flood  of  buy- 
ing in  spite  of  the  large  sums  available. 
The  obvious  interest  of  the  Japanese 
probably  will  be  in  the  larger  Ameri- 
can companies  with  large  capitaliza- 
tions. There  may  be  more  interest  in 
natural  resource  companies  than  in 
other  stocks.  Japan  needs  iron  ore, 
metals,  oil  and  many  other  raw  ma- 
terials. This  new  Japanese  develop- 
ment is  mildly  bullish  for  our  stock 
market  rather  than  an  outstanding 
near-term  price  influence. 

Some  people  think  the  most  inter- 
esting group  of  stocks  over  the  next 
few  months  may  be  the  Canadian  oils. 
The  two  most  mentioned  in  conser- 
vative quarters  are  Dome  Petroleum 
(around  99  before  the  pending  3-for- 
1  split)  and  Imperial  Oil  (24).  Im- 
perial Oil,  of  course,  is  about  70% 
owned  by  Standard  Oil  of  New  Jer- 
sey and  right  now  is  one  of  the  bright 
spots  in  the  Jersey  picture.  Both  stocks 
provide  a  spread  over  a  "hot"  area 
of  oil  exploration.  Some  of  the  wells 
recently  brought  in  in  the  Canadian 
Arctic  are  extremely  large.  Some  of 
the  more  speculative  oils  in  this  area 
which  might  be  considered  for  pur- 
chase are  Husky  (15),  Ranger  (14) 
and  Canadian  Superior  (43).  ■ 
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New  United  offer  includes  all  these  timely  Reports 


Facts,  figures,  analysis,  and  United's  advice 

25  MOST  ACTIVE 

STOCKS  OF  1971 

Buy?  Hold?  Sell? 


At  the  time  this  ad  went  to  press,  these  were  the  25  Most  Active 


Am  Tel  &  Tel 
Braniff 
Chrysler 
City  Investing 
Eastern  Air 


Fed'l  Natl  Mtg 

Ford 

Gen  Motors 

Goodyear 

Gulf  Oil 


ITT 

Litton 

Lockheed 

Nat'l  Cash  Reg 

Natomas 


Occidental  Petr 
Pan  Am  Air 
RCA 

Sperry  Rand 
Std  Oil  (NJ) 


Telex 

Texaco 

Tex  Gulf  Sulph 

Transamerica 

Whittaker 


Actual  Report  covers  25  Most  Active  through  June  30,  including  most  of  these  issues. 


a 
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•  302  Load  Funds  •  62  No-Load  Funds  •  7  Dual  Funds  •  18  Closed-End  Funds 

389  MUTUAL  FUNDS 

Report  shows  each  fund's  change  in  value 

for  6  months,  1  year,  and  5  years. 

Facts,  figures,  analysis,  and  United's  impartial  advice 

on  selected  funds. 


Affiliated  Fd 
Am  Express  Fds 
Am  Mutual  Fd 
Anchor  Fds 
Axe-Houghton  Fds 
Boston  Fds 
Channing  Fds 
Chase  Fds 
Chemical  Fd 
Colonial  Fds 


Here  is  just  a 
Competitive  Fds 
Composite  Fds 
Dreyfus  Fds 
Eaton  &  Howard  Fds 
Energy  Fd 
Enterprise  Fd 
Equity  Fds 
Fidelity  Fds 
Financial  Fds 
First  Investors  Fds 


small  part  of  the  389 

Fletcher  Fds 
Founders  Fds 
Franklin  Fds 
Fundamental  Inv 
Group  Sec  Fds 
Hamilton  Fds 
IDS  Fds 
Investors  Fds 
ISI  Fds 
Ivest  Fd 


funds  covered: 

Keystone  Fds 
Lexington  Fds 
Manhattan  Fd 
Mass  Inv  Fds 
Moody's  Fds 
MIF  Fds 

National  Investors 
National  Securities  Fds 
New  Horizons  Fd 
One  Wm  St 


Oppenheimer  Fd 
Penn  Sq  Fd 
Price  (TR)  Fds 
Putnam  Fds 
Scudder  Fds 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fd 
Windsor  Fd 


United's  Portfolios  for 
RETIREMENT  NOW 

We've  designed  this  8  issue  portfolio  to  yield  $300 
per  month.  While  nobody  can  eliminate  risk,  we 
think  these  issues  give  you  an  opportunity  for 
both    income   and    gain    with    reasonable   safety. 

RETIREMENT  LATER 

While  there's  risk  in  any  investment,  United 
believes  this  8  issue  portfolio  blends  the 
conservative  with  the  speculative  for  better 
than    average    long-term   growth    potential. 


4  WEEK 

SUBSCRIPTION  TO 

UNITED  REPORTS 

•  Stock  Market  Analysis  and    •  Bonds  and  Preferred 
Specific  Recommendations       Stocks 

•  General  Business  Forecast   •  Stocks  To  Sell  or  Avoid 

•  The  Supervised  List  •  New  Product  Studies 


Buying  Advices  of  Other 
Services 


Views  of  Leading 
Authorities 


MAIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-36 

UNITED  Business  &  Investment  SERVICE 

210  NEWBURY   STREET,    BOSTON,   MASSACHUSETTS  02116 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 


For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 


Address- 
City 


-Zip. 
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CANADIAN  PACIFIC 

RAILWAY  COMPANY 

DIVIDEND  NOTICE 

At  a  meeting  of  the  Board  of  Directors 
held  today  a  dividend  of  One  Dollar 
and  Sixty  cents  per  share  on  the 
Ordinary  Capital  Stock  was  declared 
in  respect  of  the  year  1971,  of  which 
Eighty  cents  per  share  is  the  pro- 
ceeds of  a  dividend  from  Canadian 
Pacific  Investments  Limited,  payable 
in  Canadian  funds  on  July  28,  1971, 
to  Shareholders  of  record  as  at  the 
close  of  business  on  June  28,  1971. 

By  order  of  the  Board. 

T.  F.  TURNER, 
Secretary. 
Montreal,  June  14,  1971. 


*  * 


Discover  America. 
It's  3,000  smiles  wide. 


AGGRESSIVE 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Impaired  Credibility 


At  first  sight  there  does  not  seem 
to  be  a  direct  relation  between  the 
stock  market  and  the  recent  publica- 
tion of  the  secret  Pentagon  documents 
on  Vietnam.  Or  is  there?  I  think  all 
of  us.  Republicans  or  Democrats,  par- 
tisan or  not,  were  dismayed— to  use 
the  mildest  term— when  we  learned 
that  OUR  Government,  our  demo- 
cratically elected  Presidents  and  their 
cabinet  members,  have  withheld  from 
us— and  that  again  is  the  mildest  term 
—the  full  truth  on  how  we  got  our- 
selves trapped  in  a  mess  of  major  pro- 
portions. Perhaps  we  should  not  have 
had  illusions,  but  it  is  a  sad  day  when 
you  have  to  tell  your  children  that 
you  can't  trust  anyone,  not  even  the 
Presidents  of  the  United  States.  If  you 
have  been  a  skeptic  before,  you  now 
become  a  cynic. 

Those  of  us  who  still  remember  Lin- 
coln Steffens  and  other  famous  muck- 
rakers  have  always  been  aware  of 
the  facts  of  life,  that  there  are  crooked 
politicians  and  dishonest  judges.  But 
that  was  always  on  a  local  or  state 
level.  Of  course,  history  and  our  own 
experience  had  taught  us  not  to  put 
too  much  faith  in  campaign  promises, 
but,  by  and  large,  we  did  believe  in 
the  sincerity  and  integrity  of  our  men 
in  Washington.  Now  we  have  more 
reasons  to  doubt  that  we  are  always 
getting  the  truth. 

This  is  all  the  more  regrettable  be- 
cause we  already  had  lost  confidence 
in  many  aspects  of  the  private,  or  cor- 
porate, sector  of  American  life.  All 
too  many  annual  reports,  including 
and,  perhaps,  especially  the  presi- 
dent's letter  to  the  shareholders,  are 
no  longer  an  honest  account  by  a  cor- 
poration's chief  executive;  they  are 
prepared  by  the  public  relations  de- 
partment, which  glorifies  the  manage- 
ment, embellishes  the  facts,  and  cov- 
ers up  the  mistakes.  Anyone  who  only 
looks  at  reported  per-share  earnings 
without  reading  the  report's  footnotes 
and  the  accountants'  certification  bet- 
ter be  sure  that  this  particular  com- 
pany is  deserving  of  his  trust. 

Many  of  us  felt  irritated  by  Ralph 
Nader  when  he  started  his  own  bit  of 
muckraking.  Yel  even  though  1  am  a 
stock  broker  and  a  columnist  for  the 
Capitalist  Tool,  I  did  answer  Nader's 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


solicitation  with  a  contribution  of  ten 
bucks.  I  really  think  we  need  that  guy. 

That  Tender  Plant 

There  can  be  no  credibility,  no  cred- 
it, without  trust  and  confidence.  Why 
should  you  want  to  buy  stocks  if  you 
have  misgivings  about  Washington's 
official  pronouncements  on  business 
conditions,  prospects  and  policies;  or 
if  you  doubt  a  management's  word 
that  the  outlook  for  its  company  is 
just  fine.  Without  confidence  you  do 
not  and  should  not  pay  a  high  price 
for  earnings,  especially  if  you  can't 
be  quite  sure  that  these  earnings  ac- 
tually are  earnings. 

Investors  are  getting  damn  well  fed 
up  with  managements  that,  with  a 
stroke  of  a  pen,  write  off  millions  of 
dollars  (Boise  Cascade  is  the  latest 
sinner),  barely  say  pater  peccavi  and 
let  the  shareholders  swallow  the  loss. 
I  hope  someone  is  keeping  a  record  of 
those  corporate  write-offs  of  the  past 
several  years— hundreds  of  companies 
and  billions  of  dollars.  If  the  stock 
market  today  is  no  higher  than  it  was 
a  half  dozen  years  ago,  before  infla- 
tion started  in  earnest,  it  may  be  be- 
cause too  much  damage  has  been 
done  to  the  tender  plant  called  confi- 
dence. The  Pentagon  Papers,  I  be- 
lieve, have  at  least  been  a  contribut- 
ing factor  in  delaying  the  usual  sum- 
mer advance  of  the  stock  market. 

Actually,  business  statistics  and  vis- 
ible  trends  are  quite  good,  whether 
we  look  at  the  economic  indicators  or 
industrial  production,  personal  in- 
comes, retail  sales,  residential  con- 
struction, machine  tool  orders  and 
what  not.  I  think  President  Nixon  was 
right  in  discouraging  any  further  ar- 
tificial stimulants  at  this  time.  They 
should  not  be  needed.  If  it  were  not 
lor  this  spreading  feeling  of  distrust, 
of  fear  and  disgust  (as  reflected  in 
New  York  City's  credit  standing),  the 
stock  market  should  be  perking  along 
quite  nicely  this  summer.  Most  stocks 
on  my  shopping  list  (Forbes,  June 
15)  are  still  as  basically  attractive  as 
they  were  then.  If  GM  isn't  worth  its 
current  price  of  78,  then  the  market  is 
a  lot  sicker  than  I  think  it  is. 

A  comment  in  the  July  1  issue  of 
Forbes  (p.  56)  suggests  that  d  >llar- 
cost  averaging  in  mutual  funds  mav 
protect  the  investor  from  making  mis- 
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takes  in  both  selection  and  timing. 
"It  may  not  be  the  most  exciting  way 
to  play  the  stock  market,"  to  quote 
Forbes,  "but  it  is  one  of  the  surest." 

That  may  be  so  IF  you  select  the 
right  mutual  fund.  However,  the  proof 
of  the  pudding  is  in  the  eating.  Let 
me  give  the  actual  experience  in  mu- 
tual fund  dollar  averaging  of  one  of 
my  clients,  my  own  wife,  whom  I 
used  as  a  guinea  pig.  In  the  spring  of 
1967  she  made  a  $500  purchase  of 
one  of  the  major  no-load  mutual 
funds,  and  for  36  months  thereafter 
she  put  in  S100  around  the  first  of  ev- 
ery month,  meticulous  dollar  averag- 
ing, so  to  sa> .  Well,  in  April  1970, 
after  investing  $4,100  in  cash  and  re- 
investing all  income  and  capital  u.iins 
dividends,  we  called  it  emits. 

You  will  say,  of  course,  that  we  quit 
at  precisely  the  wrong  time,  that  we 
should  have  stuck  with  the  dollar-av- 
eraging program  at  least  for  another 
year  in  order  to  benefit  from  the  huge 
stock  market  recovery  From  the  May 
l')7()lows.  Oh  yeah?  On  Apr.  2,  L970, 
for  the  last  purchase,  she  paid  S6.28 
a  share.  On  June  30,  1971  the  same 
mutual  fund  was  priced  at  only  $5.69 
a  share,  and  there  had  been  no  distri- 
bution in  the  meantime.  The  present 
value  of  the  $4,100  investment  is 
-2  6  Is    so  much  for  the  "surest"  way. 

Pay  the  Performers 

This  sad.  but  not  unique,  experi- 
ence brings  up  another  point  which 
has  not  received  adequate  considera- 
tion.   There   have   been    stockholders' 

complaints  and  litigation  th.it  mutual 
funds  are  charging  excessive  fees  foi 

management.  As  a  result  ot  such  pres- 
sures, management  fees  have  been  ad- 
justed downward  in  numerous  in- 
stances, partly  at  the  prodding  of  the 
Securities  &•  Exchange  Commission. 

I  believe  that  this  approach  to 
management  compensation  is  funda- 
mentally wrong.  Good  advice  is  price- 
less. Whatever  fee  you  pay  for  poor 
.management,  whether  one-hall  or  one- 
fourth  of  13?  of  assets,  is  too  much. 
To  be  sure,  no  big  bonuses  should 
he  paid  for  spectacular  performance 
in  any  one  year  in  order  not  to  en- 
courage wild  gambling  by  the  go-go 
Inns.  But  consistently  good  results  cer- 
tainly are  deserving  of  appropriate 
rewards.  No  shareholder  will  be- 
grudge fund  managers  getting  rich  so 
long  as  they,  the  investors,  also  are 
beneficiaries  of  above-average  results. 
My  suggestion  is  to  give  the  good 
guys  a  bonus,  based  on  a  three-to-five- 
year  moving  average  performance 
record.  This  should  satisfy  everyone 
—the  SEC,  the  shareholders  and  the 
portfolio  managers.  What  to  do  with 
the  bad  guvs?  Their  onlv  redemption 
is  REDEMPTION.   ■ 
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Special Introductory  1ml  Ofkt! 

Value  Line  for  the  next 

three  months  for 

only  $25 


(REGULAR 
RATEH9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 

already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 

See  for  yourself  how  Value  Line's  investment  advisory  service,  though 

not  "free  of  charge,"  might  help  you  to  maximize  your  investment 

profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 

regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 

a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 

months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 

thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 

have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 

reports  on  each  of  the  1300  stocks  covered  by  Value  Line  the  year  round 

filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 

Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 

extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 

1300  stocks,  at  the  rate  of  about  100  a  week,  which  will  replace 

and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 

a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 

"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 

SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 

market,  advice  on  investment  policy,  in-depth  analyses  of  especially 

recommended  stocks  and  special  situations,  the  Value  Line  market 

averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 

to  be,  you  may  return  the  material  we  send  you  within  30  days 

for  a  full  and  unquestioned  refund  of  your  $25. 


^ 


□ 


D 

□ 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  NY.  10017 

Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 


Payment  enclosed 
Bill  me 


N.  Y.  residents  please  add  applicable  sales  tax. 


Signature 

Name  (please  print) 

Address 

1615 

City 

State 

Zip 

(No  assignment 

of  this 

agreement 

will  be  made  without  subscriber's 

consent.) 
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If  you  have  $20,000 
in  the  stock  market, 

let  me  manage 
halt  ofit  for  one  year. 


V 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.  Box  351)  Dept  2-7-1 

La  Jolla,  California  92037. 


HOW  DOES  FUNDSCOPE 
RATE  YOOR  FUND? 

FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  437  mutual  funds  rated 
by  FundScope,  only  13  are  rated  above- 
average  for  Growth  —  Income  —  Stability 
combined.  Not  one  is  a  balanced  fund.  Of 
the  13,  3  are  Growth  funds;  8  are  Growth- 
Income  funds;  2  are  Income  funds.  Two  of 
the  13  are  No-Load  funds. 

This  is  just  one  sample  of  the  surprises  in 
store  for  you  in  FundScope's  42-page  anal- 
ysis, "Mutual  Fund  Performance,  Rated  by 
Investment  Objective,"  yours  with  a  Trial 
Subscription  to  FundScope,  a  thinking 
man's  guide  to  mutual  funds. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope,  PLUS-5  big  bonuses  including 
the  484-page  1971  Mutual  Fund  Guide,  the  new 
Bible  of  the  fund  industry  with  all  the  vital  infor- 
mation you  need  on  over  456  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer  the 
above  offer  with  a  money-saving  14-month  subscrip- 
tion, send  $50  00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-17,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


New  Base  Needed 


Well,  it  took  its  time  happening,  and 
for  a  while  it  looked  as  if  it  wasn't  go- 
ing to  happen,  but  in  the  end  it  did 
happen.  I'm  talking,  of  course,  about 
the  Dow  breaking  900  on  the  down- 
side and  dropping  into  the  875-850 
zone.  The  way  it  went  was  a  great  il- 
lustration of  the  old  dictum  that  the 
market  will  usually  do  what  it  should, 
but  you  can't  always  tell  when.  Nat- 
urally, like  all  such  sayings,  this  one 
has  a  big  loophole:  Your  idea  of  what 
the  market  should  do  is  not  necessari- 
ly everyone  else's  idea.  Worse,  even  if 
everyone  could  agree  on  what  the 
market  should  sensibly  do,  there  is 
no  sure  way  of  telling  whether  the 
market  will  behave  sensibly  at  any 
given  time. 

Anyway,  the  Dow  did  drop  into  the 
upper  800s  and  in  doing  so  extended 
the  setback  from  the  late  April  bull- 
market  high  at  958  (intraday)  into  an 
intermediate-trend  reaction  amounting 
to  almost  10%  by  late  June.  In  some 
past  bull  markets,  intermediate 
downtrends  have  gone  as  far  as  about 
15%,  and  I  would  not  be  surprised  if 
this  one  were  yet  to  reach  down  to 
around  Dow  850,  or  even  perhaps 
somewhat  lower,  to  retrace  about  one- 
third  of  the  preceding  330-point  run- 
up. But  right  now  I  have  no  very 
strong  convictions  on  this  score.  A 
more  important  question  is  whether 
the  overriding  longer-term  trend  is  still 
up— whether  the  bull  market  is  still  on. 

So  far  as  I  can  see,  there  is  no  rea- 
son now  to  think  that  it's  not,  if  only 
because  the  business  recovery  seems 
likely  to  extend  well  into  next  year 
and  ought  to  pick  up  some  steam 
along  the  way.  But  even  if  it  were 
to  turn  out  that  Dow  958  last  April 
was  the  bull  market's  peak,  there 
should  be  at  least  one  serious  attempt 
to  better  it  before  the  need  to  holler 
"bear  market"  might  have  to  be  seri- 
ously considered.  Meanwhile,  it's  pos- 
sible this  summer  to  visualize,  at 
worst,  a  worthwhile  intermediate  up- 
trend potential  from  anywhere  in  the 
upper  800s  of  the  Dow,  at  best  a  ma- 
jor uptrend  into  the  1000-1100  range. 

The  next  question  to  ask  is  how 
and  when  the  stock  market  might  get 
back  up  toward  the  950s  and,  ii  all 
goes  well,  beyond  1000  thereafter.  For 


Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


the  relatively  near  future— and  speak- 
ing from  a  strictly  technical  point  of 
view— it  strikes  me  as  almost  axiomat- 
ic to  assume  that  the  overall  stock 
price  movement  will  have  to  trace  out 
a  pretty  lengthy  new  base  before  it 
can  embark  on  a  decisive  swing  to- 
ward or  beyond  Dow  958.  "Base"  is 
what  technicians  call  the  price  move- 
ment during  which  a  downtrend  is 
reversed  and  replaced  by  a  new  up- 
trend; as  such,  it  includes  the  final 
phase  of  a  decline  and  the  initial  phase 
of  an  advance.  The  typical  base  thus 
produces  little  or  no  net  change  in 
price,  but  may  include  several  short- 
term  up  and  down  swings  within  an 
often  flat  trading  range. 

The  Technical  Position 

As  a  general  rule  of  thumb,  the  ex- 
tent to  which  new  base  development 
is  needed  after  a  general  price  de- 
cline should  depend  largely  on  1)  the 
character  of  the  preceding  top-re- 
versal structure  (the  opposite  of  a 
base)  and  2)  the  stock  market's  over- 
all technical  strength  or  lack  thereof. 
In  the  present  situation,  one  look  at 
the  chart  of  the  Dow  Jones  indus- 
trials will  show  clearly  that  the  break 
through  900  completed  a  top  which 
formed  mostly  in  the  900-950  range 
over  a  period  of  about  3/2  months.  A 
top  of  these  dimensions  is  not  normal- 
ly counterbalanced  by  a  subsequent 
base  that  spans  a  much  narrower 
price  range  and  a  much  shorter  pe- 
riod of  time,  unless  the  market's  tech- 
nical position  is  superbly  strong— 
which,  in  my  opinion,  it  is  not. 

For  example,  the  NYSE  short-inter- 
est in  recent  months  has  not  been  very 
large  relative  to  average  daily  share 
turnover;  the  ratio  was  a  distinctly  un- 
favorable 0.96  (times  daily  volume)  in 
May  and  a  not  much  more  construc- 
tive 1.24  in  June.  A  rise  in  the  short- 
interest  ratio  well  toward  2.0  would 
be  eminently  helpful.  Similarly,  there 
was  relatively  little  "climactic"  selling 
in  "breadth"  last  month  after  Dow 
900  was  broken.  This  sort  of  selling, 
when  A  to  6  times  as  many  NYSE 
issues  decline  as  rise  on  a  given  day, 
tends  to  strengthen  the  market  tech- 
nicalh  b)  producing  an  "oversold" 
condition;  more  such  climatic  phases 
may  be  needed  to  set  the  stage  for  a 
reasonably     well-sustained     upswing. 


74 


FORBES,    JULY    15,    1971 


Quite  often,  these  and  other  symp- 
toms of  reviving  technical  strength  ap- 
pear during  the  base-building  period, 
and  I  would  expect  to  see  them  ma- 
terialize this  time,  too.  But  it's  likely 
to  take  a  few  months  rather  than  a 
few  weeks  to  unfold. 

Seders  of  Stock 

Another  reason  for  thinking  the 
base-building  process  will  be  lengthy 
has  to  do  with  conditions  on  the  mu- 
tual fund  sector.  Earlier  this  year,  as 
past  columns  have  pointed  out,  the 
funds  collectively  took  in  remarkably 
small  quantities  of  new  cash  from 
sales  of  new  fund  shares  to  the  public 
(less  redemptions).  In  May,  for  the 
first  time  on  record,  aggregate  re- 
demptions exceeded  aggregate  sales 
(possibly  again  in  June),  causing  a 
net  outflow  of  cash— a  brand-new  ex- 
perience for  the  funds  as  a  group. 
Moreover,  the  funds'  collective  cash 
reserves  at  the  end  ot  May  were  down 
to  a  historically  low  4.9^  of  total  net 
assets.  While  total  holdings  of  cash 
and  equivalents  still  added  up  to  a 
hefty  $2.6  billion,  the  implication  was 
that  the  mutual  fund  sector  could  be 
counted  on  even  less  as  a  source  of 
aggressive  stock  buying  than  during 
winter  and  early  spring. 

On  the  contrary,  the  funds  may  be 
net  sellers  of  stock  for  a  while.  This 
would  not  be  altogether  unprecedent- 
ed, nor  would  it  necessarily  be  calam- 
itous for  the  overall  stock  price  level. 
In  fact,  the  record  suggests  that  net 
sales  from  the  funds'  collective  stock 
portfolio  have  tended  to  strengthen 
the  market's  technical  position,  some- 
what like  a  buildup  in  the  short  inter- 
est. Especially  intriguing  right  now  is 
the  thought  that  the  funds'  cash  ratio 
will  drop  still  further  whenever  stock 
prices  rise  significantly,  unless  new 
cash  comes  in  again  and/ or  unless 
portfolio  stockholdings  are  reduced. 

For  a  while,  accordingly,  there  may 
be  enough  supply  from  this  sector 
( and  from  other  investors  who  bought 
during  last  spring's  euphoria)  to  keep 
the  Dow  from  going  much  above  900. 
On  the  other  hand,  the  funds'  cash 
ratio  should  tend  to  rise  when  prices 
decline;  what's  more,  experience  sug- 
gests that  new  cash  will  start  coming 
in  again  during  periods  of  market 
weakness,  which  could  help  the  funds 
rebuild  some  surplus  buying  power. 

To  sum  up,  I  think  the  stock  market 
will  be  building  a  new  base,  perhaps 
mostly  in  the  upper  800s  of  the  Dow, 
during  the  summer  months.  But  it  may 
not  be  until  after  Labor  Day  that  its 
technical  condition  has  been  strength- 
ened to  support  a  successful  assault 
on  Dow  958,  and  thus  it  might  not 
be  until  after  year-end  that  a  move 
beyond  1000  could  materialize.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  o/  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


June  23,  1971 


250,000  Shares 

PONDEROSA  SYSTEM,  INC 

Common  Stock 
Price  $29  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  several 
underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


SHEARSON,  HAMMILL  £  CO. 

Incorporated 

American  UBS  Corporation      Bear.  Stearns  &  Co.      CBWL-Hayden,  Stone  Inc 

CLARK,  DODGE  &  CO.     DOMINICK  &  DOMINICK,     EQUITABLE  SECURITIES,  MORTON  &  CO. 

Incorporated  Incorporated  Incorporated 

HILL  SAMUEL  SECURITIES 

Corporation 


W.  E.  HUTTON  6  CO. 
F.  S.  MOSELEY  6  CO.      R.  W.  PRESSPRICH  &  CO 
TUCKER,  ANTHONY  §  R.  L.  DAY 


LADENBURG.  THALMANN  &  CO. 


REYNOLDS  6  CO.      SHIELDS  £  COMPANY 

Incorporated 

G.H.WALKER  SCO. 

Incorporated 


WALSTON  6  CO.,  INC 


T.R0WE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

r.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


NO  LOAD 

with  Energy  Fund  means 

NO  SALES  CHARGE  and 

NO  REDEMPTION  CHARGE 

and  no  minimum  service  charge 

100%  of  your  money 
invested  in  stocks 
PROFESSIONALLY  SELECTED 
for  growth  possibilities . . . 
providing  a  diversified 
energy  based  portfolio. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 
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MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE^ 

Distributor: 

CEDAR  ST.  CONSULTANTS,  INC. 

120  Broadway,  N.Y.  10005  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 


ADDRESS. 
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Estate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for$200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add— if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 
which  describes  the 
fundv  eon  tact  a 


enterprises 

at  Searsv  or  an 

Allstat 

office. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Values  For  Today  And  Tomorrow 


This,  in  my  opinion,  is  a  period  when 
everyone  is  examining  the  latest  eco- 
nomic and  market  statistics  almost  the 
way  a  young  parent  watches  his  first 
born  who  is  ill  with  little  more  than  a 
cold.  In  the  process,  any  deviation 
from  the  expected  norm  can  easily  lead 
to  exaggerated  concern  as  to  the  un- 
derlying health  of  the  patient.  For  ex- 
ample, it's  easy  to  overexaggerate  the 
fact  that  the  mutual  fund  industry  is 
suffering  net  redemptions  for  the  first 
time  in  its  history.  While  this  lessens 
the  market's  immediate  dynamics,  it 
doesn't  mean  that  all  has  been  re- 
moved. Last  year,  for  example,  pen- 
sion funds  bought  almost  four  times 
as  much  dollar  value  of  common 
stocks  as  did  mutual  funds,  life  in- 
surance and  casualty  insurance  com- 
panies twice  as  much  as  the  open- 
end  investment  companies.  And  these 
areas  of  professional  demand  enjoy  a 
steady  flow  of  investable  funds. 

Similarly,  it  is  easy  to  express  dis- 
appointment over  the  sluggishness  of 
the  business  upturn.  But  the  beneath- 
the-surface  fact  is  that  the  upturn  is 
broadening  out  and  should  accelerate 
in  the  fall  and  winter  months.  The 
past  downtrend  of  defense  and  capi- 
tal goods  spending  is  in  the  process 
of  reversing.  The  rush  for  additional 
corporate  liquidity  probably  has 
passed  its  peak,  and  a  stronger  bond 
market  is  a  necessary  prelude  to  a 
stronger  stock  market. 

All  of  which  leads  me  to  believe 
this  is  a  good  time  to  single  out  the 
issues  that  might  capture  the  atten- 
tion of  a  more  confident  speculative 
mood  and  which  are  realistically  val- 
ued today.  For  example,  I  can  see 
speculative  merit  in  Seaboard  World 
Airlines  (selling  above  12).  The  com- 
pany has  improved  its  share  of  the 
North  Atlantic  air  cargo  market, 
which  it  dominates  with  another  car- 
rier, and  rates,  which  went  up  last  fall, 
should  do  so  again  this  year.  The 
downtrend  in  military  charter  busi- 
ness, which  was  over  50%  of  the  com- 
pany's gross  in  1969  and  which  will 
be  less  than  30%  of  1971  gross,  is  be- 
ing offset  in  other  areas  and  rates  are 
higher.  The  company  has  demonstrat- 
ed its  operating  expertise  and  flexi- 
bility, its  financial  position  is  comfort- 
Mr.  Luria  is  ■  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


76 


able,  and  cash  flow  (depreciation  plu^ 
earnings)  permits  retirement  of  the 
debt  incurred  to  finance  purchase  of 
a  modern  fleet  of  planes.  Apart  from 
the  fact  that  debt  retirement  will  re- 
sult in  steadily  lower  annual  interest 
charges  against  pretax  earnings,  I  be- 
lieve Seaboard  can  earn  between  60 
cents  and  75  cents  per  share  in  1971, 
as  against  deficits  in  1969  and  1970. 

Conservative  Issues 

With  the  stock  market  in  effect  a 
department  store  offering  a  wide  va- 
riety of  merchandise,  there  are  more 
conservative  types  of  issues  which  also 
are  of  interest.  R.R.  Donnelley  (above 
21)  is  a  perfect  illustration  of  the  point. 
The  largest  commercial  printer  in  the 
country,  the  company  tends  to  double 
its  business  every  eight  to  nine  years 
as  the  economy  grows  and  sales  pro- 
motion efforts  widen.  Its  dominant 
trade  position,  superior  record,  strong 
financial  position  and  simple  capital- 
ization have  always  commanded  an 
above-average  earnings  multiple. 
Equally  important,  I  believe  that  Don- 
nelley is  emerging  from  an  unusual  pe- 
riod when  earnings  were  penalized  by 
four  major  plants  coming  on  stream. 
Furthermore,  it  seems  to  me  that  the 
downturn  in  national  magazine  print- 
ing is  over  and  the  trend  now  is  up. 
This  year's  earnings  should  reach  a 
new  peak  somewhere  around  $1.30- 
$1.35  per  share. 

There  are  persuasive  reasons  for  be- 
lieving that  the  fire  and  casualty- 
group  will  be  on  the  1971  stock  mar- 
ket hit  parade— which  brings  to  mind 
INA  Corp.  As  I  see  them,  the  pluses 
in  this  old-line  insurance  company, 
which  is  being  rehabilitated  by  a  new 
management,  are:  1)  With  about 
83%  of  INA's  business  consisting  of 
"commercial"  insurance,  the  company 
in  effect  can  price  its  product  to  the 
market  without  being  subject  to  state 
regulatory  commissions.  2)  The  com- 
pany's casualty  insurance  business  has 
been  steadily  reducing  its  operating 
losses  and  could  be  in  the  black  this 
year.  3)  The  expense  burden  of  start- 
ing a  life  insurance  business  in  the 
past  decade  is  now  over,  and  this  op- 
eration should  be  an  increasingly  im- 
portant source  of  earnings.  This  year's 
profits  may  be  about  20%  better  than 
the  $2.69  per  share  in  1970.  ■ 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Why  Fund  Redemptions  May  Be  Bullish 


To  that  accumulation  of  minor  and 
major  woes  which  had  been  burden- 
ing stock  market  psychology  since 
late  April,  the  addition  of  net  mutual 
fund  redemptions  for  the  month  of 
May  proved  to  be  one  negative  omen 
too  many.  When  announced  on  June 
18,  that  blow  to  the  $50-billion-plus 
industry's  collective  ego  triggered 
waves  of  selling  strong  enough  to  push 
the  Dow  Jones  industrials  under  the 
900  level,  where  they  still  are  at  this 
writing,  groping  for  a  bottom.  Wheth- 
er or  not  you  read  in  a  few  days  that 
the  month  of  June  extended  or  re- 
versed the  pattern  will  not  be  so  at- 
tention-riveting as  was  the  news  that, 
for  the  first  time  in  the  investment 
company  industry's  31  years  of  formal 
existence,  investors  cashed  in  more 
mutual  fund  shares  than  they  pur- 
chased. And  at  $121.5  million,  that 
figure  was  substantial.  Since  the 
1940s,  mutual  fund  industry  watch- 
ers have  debated  what,  if  anything, 
would  happen  to  the  general  market 
when  the  previously  uninterrupted 
growth  in  fund  sales  was  interrupted. 

Does  this  signal  the  end  of  an  era? 
I  don't  think  so.  I  can  muster  evi- 
dence for  quite  the  opposite  conclu- 
sion that  the  news  may  actually  turn 
out  to  be  bullish. 

A  study  of  the  long-term  relation- 
ship of  seasonally  adjusted  mutual 
fund  net  subscriptions  to  market 
trends,  as  charted  by  Stone  &  Mead, 
Inc.,  supports  my  view.  Tracing  the 
record  back  20  years,  when  mutual 
fund  net  assets  were  a  small  fraction 
of  the  April  1971  record  high  figure 
of  $55.9  billion,  we  find  that  shrink- 
ing net  fund  sales  have  frequently 
coincided  with  important  market  bot- 
toms and  with  the  early  recovery 
phase  of  50%  advances  in  emerging 
bull  markets.  Conversely,  trends  to- 
ward rising  net  sales  on  a  year-to- 
year  basis  have  often  meshed  with  the 
final  stages  of  a  major  market  advance. 

Stated  simply,  mutual  fund  holders 
have  displayed  a  proclivity  to  sell  into 
early  strength  and  buy  at  tops  and 
into  following  bear  markets.  They  act 
like  the  proverbial  odd-lotter  who 
tends  to  be  wrong  at  important  junc- 
tures. If  past  experience  is  being  mir- 
rored now,  the  market  cycle  advance 

A  guest  columnist,  Mr.  Stovall  is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 


from  the  low  point  14  months  ago  will 
remain  less  than  half  completed  until 
people  start  buying  funds  again  on  a 
rising  year-to-year  basis. 

The  logic  to  this  subtlety  can  be 
found  in  the  straightforward  nature 
of  the  small  fund  holders.  The  normal 
reaction  of  public  investors,  after  be- 
ing discouraged  by  a  declining  mar- 
ket, is  to  doubt  the  duration  of  a  ma- 
jor advance  in  its  early  phase.  They 
tend  to  consider  it  only  a  rallying  op- 
portunity to  withdraw  from  the  mar- 
ket with  reduced  losses.  If  profession- 
al investors  shared  this  negative  opin- 
ion, the  market  would  not  accommo- 
date the  public  by  rising  so  that  they 
could  redeem  their  fund  shares  at 
higher  prices.  Another  case  of  the 
public  obligingly  supplying  stock  to 
the  professionals  at  the  (for  the  pub- 
lic) wrong  time.  The  basic  conclusion 
of  this  study  is  that  a  period  of 
mutual  fund  net  redemptions  at  the 
present  stage  of  the  market's  recovery 
would  be  a  signal  for  positive  action. 

A  Cumulative  Effect 

In  my  own  view,  a  more  worrisome 
statistic  was  the  funds'  4.85%  liquidity 
position  as  a  percent  of  total  assets. 
It  was  clown  for  the  tenth  consecutive 
month  since  July  1970,  when  it 
reached  a  record  11.83%.  The  funds' 
cash  and  equivalent  positions  fre- 
quently coincide  with  an  intermedi- 
ate market  top  when  they  dip  below 
5%.  During  the  ensuing  weeks  we 
have  seen  a  natural  hesitancy  on  the 
part  of  professional  money  managers 
outside  the  industry  to  become  ag- 
gressive buyers  while  the  funds  were 
faced  with  a  possible  increase  in  liq- 
uidation. Also,  human  nature  being 
what  it  is,  the  funds'  own  portfolio 
jockeys  probably  felt  some  constraint 
to  close  out  the  second  quarter  with  a 
liquidity  ratio  above  the  industry's  av- 
erage. These  factors,  then,  may  prove 
to  be  rather  short-lived. 

Accepting  the  premise  that  the  rec- 
ord clearly  shows  a  correlation  exists 
between  the  urge  to  liquidate  mutual 
fund  holdings  and  early  phases  of 
long  cyclical  upsweeps  in  stock  prices, 
why  did  net  redemptions  choose  to 
happen  this  spring  for  the  first  time 
ever?  Again,  there  is  less  here  than 
meets  the  eye.  Listed  in  oudine  form, 
none  of  these  reasons  seems  very  im- 


portant, but  they  have  had  and  are 
having  a  cumulative  effect. 

•  At  the  age  of  31,  the  mutual 
fund  industry  is  young,  but  it  has 
spanned  a  full  generation  of  investors. 
Many  early  fund  investors  have 
achieved  their  goals  of  building  a 
home,  financing  educations  or  creat- 
ing a  retirement  fund.  Also,  estate  liq- 
uidations have  been  growing  as  a  nor- 
mal process  of  time. 

•  Marketing  of  mutual  funds  has 
become  less  intense,  primarily  because 
of  the  shrinkage  in  the  total  sales  force 
caused  by  the  1969-70  bear  market. 
More  subtly,  many  registered  repre- 
sentatives have  been  concentrating  on 
selling  bonds  and  new  utility  issues  for 
high  current  income,  and  on  the  new 
issue  market  in  general. 

•  From  inconclusive  evidence,  I  in- 
fer that  redemptions  are  being  con- 
centrated in  rather  recently  formed, 
fairly  small  funds  having  aggressive 
growth  as  their  stated  objective:  a 
classic  case  of  abandoning  the  "go-go" 
theme  when  the  fund  holders'  breath- 
ing straw  grows  short  enough  so  that 
they  can  see  the  surface. 

All  these  reasons  are  readily  under- 
standable and  may  even  cause  the  net 
redemption  phase  to  persist  through 
the  normally  heavy  reinvestment  pe- 
riod of  June  and  July.  But  it's  well  to 
note  that  selling  pressure  did  not  cas- 
cade; rather,  it  petered  out.  As  yet,  the 
market  has  only  drifted  lower— and 
with  good  fundamental  economic  rea- 
sons for  so  doing,  the  economic  re- 
covery being  so  stubbornly  hesitant. 
All  in  all,  then,  we  saw  a  perfectly 
natural  response  to  a  bit  of  news  that 
was  more  notable  for  its  novelty  than 
for  anything  else.  A  sharp  shock  but 
not  a  powerful  one. 

In  my  June  15  column  I  tried  to 
make  a  case  for  the  "special  situation" 
investment  approach  for  what  looked 
like  a  choppy  summer.  Thesis  invest- 
ing in  consumer  goods  and  service  in- 
dustry stocks  had  been  overdone,  and 
it  is  too  early  in  the  business  recovery 
to  construct  a  fundamental  case  for 
capital  goods  equities. 

Of  the  ten  special  situation  selec- 
tions, the  majority  have  posted  minor 
market  gains  and  bested  the  aver- 
ages. One  casualty  has  been  USM 
Corp.,  which  reported  only  nominal 
earnings  for  the  May  quarter  and  re- 
duced its  dividend.  Significantly,  this 
is  an  asset  leverage  situation  serving 
the  heavy  goods  market.  Unless  man- 
agement can  regain  a  handle  on  its 
business,  the  latest  25-cent  quarterly 
distribution  can  not  be  considered  se- 
cure. I  would  prefer  Universal  Oil 
Products,  a  technology  special  situa- 
tion which,  after  the  second-quar- 
ter write-off,  seems  poised  for  better 
earnings.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


Julyl,  1971 


1,000,000  Shares 

Union  Fidelity  Corporation 


Common  Stock 

(Par  Value  $.10  per  share) 


Price  $31.75  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 
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Banque  Rothschild  S.  G.  Warburg  £  Co. 


READERS  SAY 


(Continued  from  page  10) 

somewhat  portly  chief  executive  with  the 
mallet  is  standing  too  far  from  the  mark. 
In  fact,  if  he  continued  his  swing  in  the 
arc  indicated  in  the  photograph,  he'd 
end  up  fracturing  his  left  kneecap.  The 
result?  Crutches  and  a  bad  limp,  but 
hardly  terminal. 

During  the  long  1969-70  bear  mar- 
ket, many  chief  executives,  both  corpo- 
rate and  political,  did  much  worse.  It 
seems  to  me  that  anybody,  from  the 
President  on  down,  has  to  be  close 
enough  to  a  problem  to  hit  it  squarely 
before  he  can  ring  the  bell.  Like  the  gen- 
tleman on  your  cover,  maybe  everyone 
stands  too  far  from  the  mark. 

— Brandon  E.  Rea 
Midland,  Tex. 

J&Ls  Dividend 

Sir:  Jones  &  Laughlin  Steel  Corp.  di- 
rectors declared  a  dividend  of  25  cents 
a  share  on  Apr.  12,  1971,  payable  May 
21,  1971. 

—John  VV.  Johnson 

Vice  President  Public  Relations, 

Ling-Temco-Vought,  Inc. 

Dallas,  Tex. 

Forbes  erroneously  reported  (June  1, 
p.  38)  that  no  dividends  were  in  pros- 
pect from  7&L— Ed. 

More  on  the  Four-Day  Week 

Sir:  Congratulations  to  Forhes  on  its 
plans  for  a  four-day  work  week.  I  wish 
Reader'',  Digest  could  follow  suit.  As  it 
happens,  we've  had  a  four-day  week 
during  May  for  the  past  three  years. 
Inaugurating  the  practice  on  a  yearly 
basis,  however,  presents  some  pretty 
tough  problems. 

-DeWitt  Wallace 

Co-Ch  airman, 

Reader's  DiPe*t 

Pleasantville,  N.Y. 

Sir:  We  have  been  on  a  four-day  40- 
hour  schedule  since  Apr.  5  of  this  year. 
If  we  tried  to  go  back  on  a  five-day 
schedule,  I  think  we'd  have  a  revolu- 
tion. I  know  we  would— I'd  start  it.  The 
advantages  far  outweigh  the  disadvan- 
tages. This  will  have  to  be  short.  I  must 
get  this  in  the  mail  tonight  (Thursday). 
I'm  playing  golf  tomorrow! 

—Peter  Churm 

President, 

The  Fluorocarbon  Co. 

Anaheim,  Calif. 

Sir:  Leadership,  that's  what  Fordes 
stands  tor.  Congratulations  on  your  plan 
for  the  four-day  work  week.  I'm  starting 
a  drive  immediately  to  have  this  com- 
pany follow  your  lead. 

—James  Marshutz 

Senior  Vice  President, 

General  Manager, 

Campbell  Ewald  Advertising 

New  York,  N.Y. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Creative  thinking  will  improve  as 
we  relate  the  new  tact  to  the  old  and 
all  facts  to  each  other. 

—John  Dewey 


Narrow  minds  think  nothing  right 
that  is  above  their  own  capacity. 

—La  Rochefoucauld 


A  chief  event  of  life  is  the  day  in 
which  we  have  encountered  a  mind 
that  startled  us. 

—Ralph  Waldo  Emerson 


We  may  divide  thinkers  into  those 
who  think  for  themselves  and  those 
who  think  through  others. 

—Arthur  Schopenhauer 


As  the  age  of  information  demands 
the  simultaneous  use  of  all  our  facul- 
ties, we  discover  that  we  are  most  at 
leisure  when  we  are  most  intensely 
involved.  —Marshall  McLuhan 


Great    innovations    should    not    be 
forced  on  slender  majorities. 

—Thomas  Jefferson 


The  rich  are  too  indolent,  the  poor 
too  weak,  to  bear  the  insupportable 
fatigue  of  thinking. 

—William  Cowper 


There  is  great  work  to  be  done. 
The  foundations  of  the  new  world 
must  be  laid  by  those  who  have  the 
courage  to  change  the  old;  by  those 
whose  arteries  are  still  soft  and  clear, 
whose  minds  are  still  active,  and 
hearts  still  generous. 

—Earl  Warren 


Never  forget   (liis:   Then    isn't  any 

man  who's  stupid  all  the  way  around. 

—Eugene  F.  Ryan 
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The  march  of  the  human  mind  is 
slow.  —Edmund  Burke 


Life  is  the  art  of  drawing  suffi- 
cient conclusions  from  insufficient 
premises.  —Samuel  Butler 


B.  C.  FORBES 

Rule-of-thumb  methods  no 
longer  suffice  for  either  nation 
or  individual.  New  formulas 
must  be  the  product  of  thought, 
of  hard,  serious,  sustained, 
clear-headed  thinking.  From  of- 
fice-boy to  statesman,  the  prizes 
are  for  those  who  most  effec- 
tively exert  their  brains,  who 
take  deep,  earnest,  studious 
counsel  of  their  minds,  who 
stamp  themselves  as  thinkers. 


Business  and  action  strengthen  the 

brain,  but  too  much  study  weakens  it. 

-H.  G.  Bohn 


He  who  considers  too  much  will 
perform  too  little. 

— Johann  Schiller 


The  brain  is  not  an   organ   to  be 
relied  upon.  —Alexander  Block 


Anything  that  the  human  mind  can 
conceive  can  be  produced  ultimately. 
—David  Sarnoff 


Some  people  study  all  their  life, 
and  at  their  death  they  have  learned 
everything  except  to  think. 

—Francois  Domergue 


In  order  to  improve  the  mind,  we 
ought  less  to  learn,  than  to  contem- 
plate. —Rene  Descartes 


A  man  who  cannot  think  is  not  an 
educated  man,  however  many  college 
degrees  he  may  have  acquired. 

—Henry  Ford 


Wisdom  makes  but  a  slow  defense 
against  trouble,  though  at  last  a  sure 
one.  —Oliver   Goldsmith 


Secret  study,  silent  thought,  is, 
after  all,  the  mightiest  agent  in  human 
affairs. 

—William  Ellery  Channing 


Nobody  has  ever  thought  out  any- 
thing in  a  shower  bath  because  it's 
too  fast  and  too  efficient. 

—Don  Herold 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Bob  Mitchell.  St. 
Paul.  Intl.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  (he  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


But  oh  that  God  would  speak  and 
open  his  lips  against  thee;  and  that 
he  would  shew  thee  the  secrets  of 
wisdom,  that  they  are  double  to  that 
which  is!  —Job  11:5,6 
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Managing  Our  Natural  Resources 


Time  Is  Fast 
Running  Out 
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Essential 


Copper  wires  are  the  arteries  of  communication  systems. 
The  guts  of  motors  and  generators.  The  heart  of  TV  sets, 
radios  and  stereos. 

Copper  pipes  and  tubes  bring  water  into  houses,  chill  food, 
keep  living  rooms  warm  or  cool.  Copper  radiators  cool  automobile 
engines.  Alloys  of  copper— brass  and  bronze— are  made  into 
thousands  of  products. 

Copper  is  versatile.  Copper  is  dependable.  Copper  is  essential. 

At  Asarco  we  are  involved  in  all  aspects  of  copper— exploration, 
mining,  production.  Our  engineers  and  scientists  developed  the 
Vertical  Shaft  Furnace,  a  new  type  of  furnace  for  melting  copper. 
It  reduces  both  initial  and  operating  costs.  To  date, 
57  of  these  furnaces  are  in  use  around  the  world,  at  Asarco 
plants  and  other  copper  producers  under  license  from  Asarco. 

Asarco  is  important  in  copper  and  many  other  materials 
which  are  essential  to  American  industry. 
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120  BROADWAY,  NEW  YORK,  N.Y.  10005 


BURLINGAME 

JUL  2  7  1971 

LIBRARY 


You  can't  bribe  poverty  to  go  away 
-you  have  to  work  it  to  death 


Relief  may  keep  body  and  soul  together  but  it's  hard  on  the  soul.  If 
relief  were  restricted  to  the  truly  helpless  —  if  waste  and  dishonesty 
were  cut  out  of  the  program  and  this  money  used  instead  to  teach  men 
and  women  to  work  and  produce  for  themselves  —  then  we  would  be 
on  the  way  at  last  to  the  truly  honest,  compassionate  plan  for  which 
Relief  was  originally  designed. 

Almost  all  people  can  be  taught  to  produce  something  useful.  And 
they  should,  because  the  simplest  ability  honestly  applied  can  lead  to 
skill,  and  skill  can  lead  to  self-reliance  and  self-respect — and  happiness. 
And  that,  after  all,  is  what  it's  all  about. 


New,  general  purpose  Warner  &  Swasey  3AB  Bar 
Automatic  efficiently  replaces  slower,  less  productive 
hand  operated  machines. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


"When  my  boss  asks  me  to  get  someone  for  him 

Long  Distance,  all  he  wants  is  the  party.  He  really  doesn't 

know  whether  VU  call  person-to-person  or 

dial  direct.  Usually  I  dial  direct.  It  saves  money/' 


Miss  Mary  Ann  Van,  Executive  Secretary,  Arthur  Godfrey  Productions 


When  businessmen  get  in  a  time  crunch, 
they  often  ask  their  secretaries  to  get  a  specific 
person  for  them  by  Long  Distance.  And  they  probably 
figure  they'll  save  money  if  she  places  the  call 
person-to-person  through  the  operator. 

But  a  lot  of  secretaries  know  that  today's 
dia'-it-yourself  rates  have  changed  all  the  odds,  so 
they  dial  direct  whenever  they  can. 

For  example,  from  8  a.m.  to  5  p.m.,  Monday 
through  Friday,  a  three-minute,  coast-to-coast  call 


placed  person-to-person  costs  $3.55  plus  tax. 

But  if  you  make  the  call  station-to-station 
and  it's  dialed  direct  without  operator  assistance, 
the  cost  is  just  $1 .35  plus  tax. 

You  could  make  two  such  calls  and  still  be 
ahead  of  the  game. 

That's  why  many  secretaries  (and  business- 
men too)  are  dialing  most  of  their  interstate  calls 
direct.  They're  saving  money  for  their  companies . . . 
and  making  points  for  themselves 


Dial-direct  rates  do  not  apply  to  coin,  credit-card,  collect,  person-to-person, 
and  hotel-guest  calls,  or  to  calls  charged  to  another  number. 
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Did  you  pick  your  ad  agency 
by  their  work  or  by  their  address? 


The  way  to  pick  an  advertising 
agency  isn't  by  where  they  live.  It's 
by  how  they  live.  And  how  they 
think. 

So  we'd  like  to  tell  you  that  in 
Detroit,  we  live  and  think  like 
people.  Which  can  have  some  really 
important  advantages  if  you're  in 
the  business  of  selling  things  to 
people. 

We  don't  eat  and  drink  adver- 
tising all  day.  Or  live  in  our  own 
little  world  of  the  cropped  picture, 
the  well-turned  phrase,  and  the  lap 
dissolve. 


We  at  Campbell-Ewald  do  real 
things,  worry  about  real  things,  and 
spend  our  time  with  real  people, 
and  not  just  on  weekends. 

So  you  get  advertising  that 
people  respond  to,  because  it  re- 
sponds to  them:  understands  their 
needs,  their  wants,  their  worries, 
their  hopes,  and  their  fears. 

Another  thing.  Detroit  is  a 
tough-minded,  straight-forward 
kind  of  town,  where  business  de- 
cisions are  judged  on  the  basis  of 
results.  And  so  are  businessmen. 


Where,  if  you're  asked  a  good, 
honest  question,  you'd  better  have 
a  good,  honest  answer.  Or  else. 

If  you'd  like  to  put  this  ap- 
proach to  doing  business  into  your 
advertising,  write  our  president, 
Hugh  Redhead,  3044  W.  Grand 
Blvd.,  Detroit  48202,  or  call  him  at 
(313)  872-6200. 

We'll  gladly  put  together  as 
many  success  stories  as  it  takes  to 
convince  you  that  the  way  to  pick 
an  agency  is  by  the  ads,  not  the 
address. 


Campbell-Ewald  Co. 

We  sell  things. 

Detroit    ■    New  York    •    Chicago    •    Los  Angeles   •    San  Francisco   •    Chevy  Chase   •    Atlanta    •    Dallas  •    Kansas  City   •   Cincinnati   •   Pittsburgh 
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Side  Lines 


Weighing  the  Evidence 

Good  stories  in  the  hands  of  an  able  reporter  acquire  a  life  of  their 
own  and  have  a  way  of  forcing  the  reporter  in  the  direction  he  least 
expects  to  go.  A  fine  case  in  point  is  the  analysis  of  the  growing  nation- 
al fuel  shortage,  which  begins  on  page  20. 

"Nothing  could  have  been  further  from  my  mind  when  I  started  this 
story  than  springing  to  the  defense  of  the  oil  industry,"  says  Forbes 
Senior  Editor  James  Cook.  "They've  built  themselves  a  position  of  enormous 
privilege  in  this  country,  and  I've  often  resented  it  just  as  other  people 
have.  But  we  can't  let  this  blind  us  to  the  fact  that  we're  dealing  with 
a  crucial  national  problem." 

Cook  is  an  intense,  thoughtful  man 
with  strong  convictions  and  a  dry  sense 
of  humor.  At  44,  he  has  worked  at 
Forbes  for  16  years  and  has  been  a  big 
factor  in  our  ability  to  tackle  ever  bigger 
subjects  with  sophistication  and  honest 
skepticism. 

Cook's  current  effort  is  the  result  of  six 
months'  painstaking  research  and  a  great 
deal  of  soul-searching.  He  has  written  a 
good  many  articles  over  the  years  on  the 
raw  materials  industries.  He  has  become 
increasingly  aware  that  the  world  could 
not  go  on  indefinitely  expanding  usage 
faster  than  supplies.  He  realizes  that  fuels 
—which,  after  all,  is  what  we  use  75% 
of  our  raw  materials  for— are  the  real  prob- 
lem area. 

What  to  do  about  it?  Cook  found  two 
schools  of  thought.  Most  people  in  the  fuel 
industry  claim  that  shortages  are  immi- 
nent. A  majority  of  the  experts  in  Wash- 
ington seem  to  think  otherwise;  they  are 
convinced  that  the  long-range  develop- 
ment of  nuclear  energy  can  solve  the  prob- 
lem before  it  becomes  virulent. 

After  considering  all  the  factors  and  allowing  for  the  energy  indus- 
try's obvious  self-interest,  Cook  decided  that  the  industry  was,  by  and 
large,  right:  A  serious  shortage  of  domestic  supplies  does  impend;  to 
prevent  it,  the  public  will  simply  have  to  pay  more  for  energy  in  all 
forms— electricity,  gasoline,  home  heating. 

He  admits  wrestling  with  this  conclusion.  "I'm  no  lover  of  the  oil 
industry,"  he  says.  "Not  after  I  saw  that  ghastly  Houston  smog  last 
April.  You  could  hardly  walk  the  streets  without  choking  on  all  that 
stuff  from  the  petrochemical  plants."  But  facts  were  facts  and  the  weight 
of  evidence  seemed  conclusive. 

Cook  also  says  he  had  to  struggle  constantly  to  keep  the  article  from 
getting  out  of  hand.  "This  is,"  he  says,  "really  part  of  a  much  bigger 
story.  We  have  bred  a  generation  that  believes  imperfections  can  be 
readily  corrected  just  at  a  time  when  the  resources  needed  to  correct 
them  are  becoming  increasingly  scarce.  This  is  a  serious  dilemma,  and 
you  don't  solve  it  by  accusing  the  oil  industry  of  greed.  Or  by  hoping, 
praying,  that  technology  will,  somehow,  work  magic.  You've  got  to  for- 
get preconceived  notions  and  tackle  it  as  a  problem  of  economics  and 
of  resources,  which  is  what  our  story  recommends."  ■ 


Jim  Cook 


Trends 

&  Tangents 


WASHINGTON 


Voting  Right? 

It  is  now  almost  certain  that  18- 
to  20-year-olds  will  add  11  million 
to  the  nation's  voting  lists.  But  it 
may  not  be  as  favorable  to  the 
Democrats  as  most  people  expect. 
True,  a  Gallup  Poll  reports  only 
16$  of  the  young  consider  them- 
selves Republicans  (Denis.— 42%; 
Ind.-42%).  But  GOP  youth  organ- 
izers note  that  more  than  5.1  mil- 
lion of  the  11  million  are  either 
working  full  time  or  are  young 
housewives  who  could  be  receptive 
to  the  Nixon  message.  Democratic 
Party  sources  concede  that  the 
black  noncollege  youth  rarely  votes 
and  that  the  4  million  college  stu- 
dents of  both  races  have  a  poor 
voting  record.  Though  25  million 
voters  of  24  or  under  will  be  able 
to  vote  in  a  Presidential  election  for 
the  first  time,  they  still  comprise 
only  18%  of  the  U.S.'  140  million  to- 
tal voters.  And  their  impact  varies. 
In  important  electoral  states  like 
California  and  New  York— each  to 
get  2  million  new  voters— the 
youngsters  will  make  up  less  than 
the  18%  national  average. 


BUSINESS 


Tapper  Tapper 

A  new  tap-proof  cable  system 
will  permit  classified  voice,  TV, 
teletype  and  computer  data  to  be 
transmitted  uncoded.  The  Intru- 
sion-Resistant Communications  Ca- 
ble System,  set  up  between  two 
secure  facilities,  cannot  be  tapped 
without  triggering  audible  and  vis- 
ible alarms  and  stopping  the  infor- 
mation flow.  Safe  and  simple  to  re- 
pair, the  system  can  be  installed  in 
buildings,  under  or  above  ground 
and  under  water.  Its  main  draw- 
back is  that,  without  relay  stations, 
it  is  effective  only  for  short  dis- 
tances ( up  to  three  miles ) . 

Breakfast  in  Bed  Is  Dead 

High  costs  and  low  service  stan- 
dards will  kill  room  service  in  ho- 
tels and  motels,  predicted  E.B. 
Weiss,  Doyle  Dane  Bernbach  vice 
president,  and  he  sees  automation 
as  the  answer  to  the  public's  de- 
mands. Guests,  he  says,  will  either 


check  in  with  a  packaged  meal  in 
their  luggage  or  pick  up  a  pre- 
cooked item  when  they  arrive.  Ho- 
tels and  motels  may  install  in-room 
coffee-  and  cocktail-makers  and 
bars,  or  install  vending  machines, 
eventually  to  be  operated  by  cred- 
it cards,  on  every  floor. 

Urban  Progress  Note 

The  American  Management  As- 
sociation's recent  scheduled  meeting 
on  why  companies  should  remain  in 
New  York  City  was  postponed,  for 
lack  of  registration. 

Bookmark 

Since  10%  of  the  books  in  a  pub- 
lic library  manage  to  walk  out  with- 
out going  through  the  charge  desk, 
Remington  Rand  has  come  up  with 
a  system  that  will  set  off  an  alarm 
if  the  book  hasn't  been  properly 
charged  out.  A  magnetized  plate 
hidden  in  the  book  binding  itself 
(and  therefore  tamperproof)  has 
to  be  deactivated  by  the  librarian; 
otherwise  the  turnstile  at  the  li- 
brary exit  will  lock  both  book  and 
would-be  borrower  inside. 

Ecological  Revolt 

A  woman  was  recently  seen  tear- 
ing the  plastic  wrapping  off  corn- 
on-the-cob  in  a  grocery  store.  She 
followed  suit  with  wrapped  fruit 
and  other  products  with  excess 
packaging,  like  razor  blades.  When 
asked  why,  she  replied  that  if  stores 
and  manufacturers  insist  on  using 
superfluous  packaging,  "they  can 
damn  well  fill  their  own  trash  cans 
with  it." 

Use  ft  Up 

The  nation's  pulpwood  timber- 
land  would  go  from  one-third  to 
one-half  further  if  wood  chips  for 
paper  were  made  from  a  complete 
tree,  including  bark,  limbs  and 
leaves,  rather  than  from  the  logs 
alone.    According    to    a    Michigan 


forest  :  machinery  ,  qorrlpany,  this 
more  efficient  "total  chips"  method 
eliminates  the  need  to  burn  the 
leftover  fitter,  and  leaves  the 
ground  clear  for  easy  replanting. 
Total  chips  can  still  make  white 
paper",  if  some  conventional  chips 
are  mixed  in  the  processing. 

Prometheus  Unbound 

Hollow  plastic  dumbbells  are 
the  latest  weapon  in  the  summer 
siege  against  executive  flab.  The 
extra  thick  polyethylene  bells 
weigh  only  ounces  and  can  easily 
be  toted  to  the  beach  (in  a  picnic 
basket?).  Filled  with  water,  the  re- 
usable bells  weigh  five  pounds, 
with  beach  sand,  seven.  The  more 
cautious  exerciser  can  fill  them 
with  air. 


FOREIGN 


Red  Dawn 

Discovery?  Novosti,  the  Russian 
press  agency,  is  currently  distribut- 
ing a  paper  on  the  Soviet  industri- 
al market  which  tells  of  the  follow- 
ing "discoveries"  made  in  experi- 
ments in  the  USSR:  that  pro- 
duction is  more  efficient  when  no 
subsidies  are  involved  than  when 
capital  equipment  is  merely  allo- 
cated; that  when  distribution  is  not 
subsidized  consumers  resent  shod- 
dy goods,  and  quality  goods  pre- 
vail. Use  of  such  free  market  sys- 
tems has  increased  in  the  last  five 
years,  the  agency  reports  solemnly, 
and  is  encouraged  in  the  new  So- 
viet Union  five-year  plan.  In  the 
U.S.  we  call  it  free  enterprise. 

For  the  Record 

If  the  British  feel  a  little  squeezed 
by  the  12%  hold  U.S.  companies 
have  on  Britain's  production  capac- 
ity, they  can  look  at  the  bright 
side.  The  U.S. -owned  12%  contrib- 
utes 16%  of  British  exports.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  □  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 
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READERS  SAY 


Help! 

Sib:  Alpha  Machine  Works  is  a  black- 
owned  minority  business  enterprise  start- 
ed in  January  of  this  year.  Alpha  was 
started  with  a  SI 00,000  loan  from  a  mi- 
nority bank  guaranteed  by  the  S.B.A. 
We  have  a  well-equipped  precision  shop 
specializing  in  the  grinding  of  metal-cut- 
ting tools.  Bendix  and  Western  Electric 
have  supported  this  enterprise  from  its 
inception.  Firms  in  Metropolitan  Kansas 
City  were  contacted  [but]  the  actual 
business  received  has  been  low.  We  are 
now  hoping  to  reach  businesses  that  can 
use  our  services  nationally. 

We  ask  only  the  opportunity  to  show 
the  "top  quality"  work  we  tan  give. 
Our  prices  are  fair  and  we  meet  all  of 
our  commitments.  We  are  practically  un- 
known to  the  necessary  market  as  a 
whole  and  unable  to  finance  the  needed 
publicity.  We  are  asking  for  your  help! 

—Mai  hick  E,  Sims 

General  Manager, 

Alpha  Machine  Works 

Kansas  City,  Mo. 

Very  Much  Alive 

Sin:  Your  July  15  piece  on  Wall 
Street's  new  black-owned  securities  firm, 
Daniels  &  Bell,  was  absorbing  and  timely. 
Hut  as  Willie  Daniels,  Travers  Bell  Jr.  and 
many  more  Forbes  readers  know.  Black 
&  Co.,  the  Nfw  York  Stock  Exchange 
member  firm,  one  of  whose  seats  was  ac- 
quired by  Daniels  &  Bell,  is  very  much 
alive,  healthy  and  growing— we  have  cer- 
tainly not  "left  the  business"  is  \  our  ar- 
ticle reports. 

— Theoih>hk  Bosen 

President, 

Black  &  Co.,  Inc. 

New  York,  N.Y. 

is  Unanimity  Necessary? 

Sib:  Chief  Justice  Burger's  St.  Louis 
speech  and  your  interview  with  him, 
which  appeared  in  the  July  1  issue  of 
Fobbes,  touched  on  many  things  which 
most  thoughtful  people  have  considered. 
I  should  like  to  add  a  further  suggestion 
to  the  edect  that  a  jury  need  not  reach  a 
unanimous  decision.  After  all,  the  Su- 
preme Court  has  made  many  5-to-4 
decisions. 

— Hehbebt  W.  Meyeb 
Minneapolis,  Minn. 

Sir:  Based  on  his  position  [Chief  Jus- 
tice Burger's]  in  the  recent  case  involv- 
ing the  First  Amendment,  I  would  be 
forced  to  list  him  as  a  serious  liability 
both  to  the  Court  and  the  country  and 
particularly  to  the  people. 

—Norman  F.  Smith 
Shaker  Heights,  Ohio 

Sib:  It  is  ironic  to  find  that  both  Jus- 
tice Burger  and  Fobbes   magazine  have 
(Continued  on  page  59) 


Try  a  little 
tenderness. 


The 
Bombay 
Martini 

Made  with  Bombay  Gin, 
Imported  from  England. 
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offering 


•  80,000  square  feet-two 
40,000  square  feet  metal 

'buildings 

•  3,000  square  feet  of 
office  space  (2  story 
office) 

•  Sprinklered  plant- 
insurance  approved 


•Air-conditioned  offices 

•  Own  water  supply 

•  Comprises  10.7  acres 
of  land 

•Grounds  and  parking 
area  surfaced  with  chip 
and  seal. 


•  Property  is  fenced 

•  Property  is  near 
railroad  siding 

•  General  location- 
Northwest  Alabama, 
south  of  Florence 

•  Location -Bear  Creek, 
Alabama 


Contact  Ken  Voland  at  Redman  Industries,  Inc.,  7800  Carpenter  Freeway, 
Dallas,  Texas  75247,  or  Call  him  at  AC  (21 4)  631  -6590  in  Dallas 
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Trainload  or  carload ...  hot  or  cold  '..:'.'* 
Santa  Fe  is  the  dependable  way 
to  move  your  freight. 


■:--.-::^-;_  *ggris 


Here's  a  "hot  idea"  at  work  on  the  Santa  Fe— a  66-car  unit  train  of  liquid 
sulphur  between  Rustler  Springs,  Texas  and  the  Port  of  Galveston. 


This  is  one  of  four  unit  trains  Santa  Fe 
operates  for  the  Duval  Corporation— de- 
livering nearly  a  million  gallons  of  molten 
sulphur  a  day  from  their  plant  in  West 
Texas  to  the  Port  of  Galveston— on  pre- 
cision schedules. 

The  sulphur  is  steamed  to  the  required 
heat  of  about  290°  F.  for  loading  into 
tank  cars  at  the  plant,  and  then  moves 
930  miles  on  a  schedule  permitting  deliv- 
ery in  Galveston  while  the  sulphur  is  still 
in  its  liquid  state. 

From  the  mountains  of  eastern  New 
Mexico  to  Kaiser's  steel  plant  at  Fontana, 
California,  another  unit  train  operation 
supplies  8,400  tons  of  coking  coal  every 


four  days,  making  a  round  trip  of  over 
2,150  miles. 

In  addition  to  these  unit  trains,  Santa 
Fe  moves  oranges,  potatoes,  chemicals, 
potash,  grain  and  other  commodities  to 
Gulf  and  Pacific  ports,  as  well  as  to 
domestic  markets  in  carload  and  train- 
load  lots. 

You  benefit  from  all  of  this  experience 
and  more  when  you  ship  Santa  Fe— by 
rail,  truck,  air,  pipeline  and  we  can  help 
you  select  plant  sites  and  real  estate 
development. 


2    K 
Santa  Fe 


Santa  Fe 


Support  A^  |  hO   a  sound  transportation  plan  to  meet  tomorrow  s  needs. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


SPECIOUS  NONSENSE 


With  the  vote  for  18-year-olds  a  fact  of  national  po- 
litical life,  the  question  has  been  raised  as  to  why  under- 
graduates cannot  vote  in  their  college  community,  since 
it's    their   residence   while   they   are   students. 

To  permit  that  would  be  a  dangerous  travesty  on  the 
residency  requirements,  Communities  raise  almost  all  of 
their  revenues  by  property  tax.  To  a  substantial  degree,  so 
do  states.  Students  pay  none,  nor  do  the  institutions 
they  attend.  Yet  sophists  argue  the  student  vote  should 
help  elect  local  officials— even  students  themselves— to  di- 

"MAYBE  I'M   WORTH 

That's  what  Harold  Geneen  said  to  Forbes  (May  15) 
when  asked  if  he  thought  chief  executive  officers  are  paid 
too  much.  This  unquestionable  Head  of  ITT  was  the  high- 
est paid  U.S.  executive  last  >eai -$767,000. 

"What  do  you  pay  somebody  who  has  contributed  $11 
billion  to  his  company?"  Geneen  asked,  summing  up  the 
vast  growth  in  his  company's  market  value  since  he  took  it 
firmly  into  his  no-nonsense  hands  12  years  ago.  "Maybe  if 
I  study  this  hard  enougb  I'll  decide  I'm  worth  $5  million  a 
year  and  a  lot  of  other  guys  around  here  are  worth  $2  mil- 
lion each." 

At  that  point  he  quickly  said  he  wasn't  serious  about 
paying  himself  that  much. 

Maybe  he  should  be,  though. 

Maybe  most  stockholders  would  be  better  off  if  chief  ex- 
ecutives were  paid  as  he  suggests,  "on  the  record,"  i.e.,  a 
company's  profitability  and  growth  in  stockholder  equity 
and  market  value.  I  quote  further  from  that  Geneen  inter- 
view with  Forbes: 

"It  annoys  Geneen  that  entrepreneurs  who  start 
companies  and  then  sell  them  or  take  them  public 
can  end  up  with  hundreds  of  millions  of  dollars. 


rect  the  police  and  public  schools  of  the  community 
where  they  happen  to  be  attending  college. 

That  would  be  as  wrong  as  it  could  be. 

Ask  any  undergraduate,  "Where's  home?"  and  he  doesn't 
answer  "Kent"  or  "Berkeley"  or  "Princeton"  or  "Ann  Arbor" 
—home  is  where  his  family  lives,  where  he  fives  when  he 
isn't  away  at  college. 

It  shouldn't  take  the  wisdom  of  a  Solomon  to  arrive  at 
that  conclusion,  and  voting  residence  should  be,  must  be, 
where  home  really  is. 

$5   MILLION  A  YEAR" 

And  taxed  at  capital  gains  rates,  too.  But  the  guy 
who  actually  runs  a  company  isn't  even  in  the  same 
league.  'We  bought,'  he  says  of  ITT,  'roughly  100 
companies  from  individuals  or  closely  held  groups 
and  paid  anywhere  from  $500,000  to  $100  million 
for  each.  For  example,  no  one  gets  excited  when 
we  pay,  say,  $50  million  to  buy  a  company  and  the 
entrepreneur  gets  that  amount  for,  say,  15  years' 
work,  all  lightly  taxed.  Stockholders  don't  get  ex- 
cited because  you  can  measure  what  a  company  is 
worth. 

"  'But  that  guy  who  sold  it  probably  managed 
maybe  1,000  people  at  the  most.  We're  managing 
400,000  people.  And  we  have  the  finest  record  in 
the  country.  On  a  compound  basis,  our  rate  of 
growth  in  earnings  per  share  is  11.6%,  second  only 
to  IBM  among  big  companies.' 

"Considering  this  accomplishment,  considering 
what  some  entrepreneurs  are  paid  for  lesser  ac- 
complishments, Geneen  wonders  why  anyone  would 
question  his  salary.  'Let  me  tell  you  a  true  story. 
I've  just  sold  part  of  this  little  business  I  own 
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[Acme  Visible  Records]  and  made  more  money 
out  of  that  than  I've  ever  made  out  of  ITT.  And  I 
did  that  with  one-tenth  of  1%  of  my  time.' 

"Geneen  feels  one  of  the  problems  is  that  as  a 
professional  manager,  shareholders  feel  you  work 
for  them.  They  wonder  why  anyone  who  is  work- 
ing for  them  makes  more  than  the  shareholders  do 
themselves.   Apparently  they  see  nothing  wrong 
with  a  capitalist  or  an  entrepreneur  or  an  inheritor 
making  or  gaining  fortunes." 
For  a  good  many  years  Forbes  has  carried  shares  of  ITT 
in  our  retirement  and  thrift  plans.  From  time  to  time  we've 
bought  additional   shares.   Almost  invariably,   our  invest- 


ment committee's  only  regret,  each  time  we  made  a  new 
purchase,  was  that  we  hadn't  bought  more  shares  sooner. 

As  stockholders,  we'd  much  rather  see  the  Geneens 
who  CEO  our  corporate  holdings  paid  $2  million  or  $3  mil- 
lion a  year  to  keep  on  compounding  our  shares'  earnings 
and  value  than  to  lose  such  men  to  some  wee  capital-gains 
entrepreneurship. 

By  any  yardstick  the  salary  of  a  Geneen  is  relatively  min- 
iscule  per  each  "ever-more  valuable  share.  Geneens 
$767,000  was  equal  to  about  seven-tenths  of  1  cent  per 
ITT  common  share.  If  accomplishment  in  profitable  cor- 
porate growth  is  the  yardstick,  I  wish  there  were  a  couple 
of  hundred  more   like  him   to  collect  ceilingless  salaries. 


CEILING  SLIGHTLY  LESS  THAN  ZERO 


Two  small  bits  of  encouragement  for  the  very  red-inked 
U.S.  airlines: 

The  three  coast-to-coast  biggies— United,  American,  and 
TWA— have  reached  agreement  to  cut  as  much  as  38% 
of  the  flights  on  specific  routes  that  have  been  running  over 
half  empty  for  more  than  a  year.  An  eminently  sensible, 
substantial  cut  in  costs.  Someone  has  finally  gotten  the 
word  to  the  CAB  that  our  airlines  have  problems. 

It  must  be  CAB  Chairman  Secor  Browne,  because  the 


second  good  thing  that's  happened  to  our  beset  air  car- 
riers was  this  statement  by  him: 

"If  there  are  services  required  in  the  national 
interest,  then  let  the  nation  pay  for  them.  I  see 
no  reason  why  Pan  American  or  any  other  car- 
rier should  operate  loss  leaders  for  reasons  of 
national  or  historic  interest." 
If  this  sort  of  thing  keeps  up,  our  airlines  might  even 
get  airborne  once  again. 


NOTES   FROM  A  FEW  DAYS'   READING 


Recently  I  had  a  chance  to  catch  up  on  a  potpourri  of 
accumulated  books,  and  happily  recommend  a  few: 

The  Elegant  Auctioneers,  by  Wesley  Towner  (Hill  & 
Wang,  $10).  An  absorbing  chronicle,  more  about  the  Rob- 
ber Baron  Bidders  than  the  handful  of  great  American  auc- 
tioneers. Foible-filled  chronicles  of  those  with  the  pelf 
and  passion  for  possessions,  from  their  first  auction  begin- 
nings to  the  re-auctions  that  followed  their  passing.  The 
ean't-take-it-with-you  principle  illustrated  on  a  grand  scale. 

Open  Horizons,  by  Sigurd  F.  Olson  (Knopf,  $5.95).  An 
unpretentious,  delightful  story  of  the  eminent  author's 
"lifelong  love  affair  with  nature."  He  presents  the  case  for 
those  who  feel  wildernesses  are  important  to  the  many 
though  used  only  by  a  few.  "Without  weariness  there  can 
be  no  real  appreciation  of  rest,  without  hunger  no  enjoy- 
ment of  food;  without  the  ancient  responses  to  the  harsh 
simplicities  of  the  kind  of  environment  that  shaped  man- 
kind, a  man  cannot  know  the  urges  within  him." 

The  Anti-Society,  by  Kellow  Chesney  (Gambit,  Inc., 
$8.95).  Subtitle,  An  Account  of  the  Victorian  Underworld. 
It  is  just  that.  If  our  New  Centurions  think  they  have  it 
rough,  they  should  know  what  it  was  like  for  their  prede- 
cessors  100  years  ago  in  most  unjolly  old  England. 

Gael  Greene,  New  York  Magazine's  restaurant  psycho- 
analyst, writes  the  absolute  ultimate  in  essays  about  New 


J2 


York  dining  out.  Her  critiques  are  exactly  that.  Just  out 
is  a  sizable  money's-worth  volume  of  her  pulsating  prose 
on  the  subject,  called  Bite  (W.W.  Norton  Inc.,  $7.95).  No 
New  Yorker  can  be  so  defined  who  hasn't  read  it.  You 
don't  even  have  to  be  able  to  eat  to  enjoy  the  book. 

The  New  Centurions,  by  Joseph  Wambaugh  (Atlantic- 
Little,  Brown,  $6.95).  Policemen  have  figured  more  prom- 
inently than  Presidents  in  these  years  of  Seething  Youth. 
This  plainly  written  story  of  a  cop's  first  years  is  a  power- 
ful portrayal  of  how  it  all  looks  to  the  blue-clad  human 
beings.  Called  a  novel,  it  is  probably  a  more  accurate 
autobiography-biography  than  most  so  billed. 

The  Big  Little  Man  From  Brooklyn,  by  St.  Clair  MeKel- 
\va\  (Houghton  Mifflin,  $4.95).  These  not-lengthy  five 
fascinating  tales  of  offbeat  people  keep  you  going  from 
pages  1  to  193.  Especially  absorbing,  in  addition  to  the 
piece  from  which  the  book  takes  its  name,  is  the  story 
about  "The  Rich  Recluse  of  Herald  Square." 

The  Greening  of  America,  by  Charles  A.  Reich  (Ran- 
dom House,  $7.95).  The  first  60%  of  this  illuminating  best 
seller  is  a  boring  and  pedantic  effort  to  provide  a  scholar- 
ly backdrop  for  Reich's  description  of  Consciousness  III. 
If  you  begin  with  the  last  half,  you'll  get  to  the  meat  of 
the  matter— his  provocative,  hopeful  analysis  of  "the  revo- 
lution of  the  new  generation.  It  will  not  require  violence  to 
succeed,  and  it  cannot  be  successfully  resisted  by  violence." 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


The  Blind  Guess. 

He  always  stands  in  the  way  of  progress. 

You  want  to  improve  operations.  But  the  data  your 
insurance  company  gives  you  is  too  general. 

You  can't  see  the  problem  areas.  And  end  up 
making  decisions  on  a  hit-or-miss  basis. 
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With  IRIS.  CNA's  Industrial  Risk 
formation  System. 

IRIS  breaks  down  information  the  way 
ju  need  it. 

Then  together  we  can  identify  your  problem 

eas. 

Engineering  and  claims  consultants  can  stop 
arching  for  them.  And  start  solving  them. 

Without  the  Blind  Guess. 

He's  just  one  of  the  ways  your  insurance^ 
an  lag  behind  your  business. 

And  just  one  of  the  Insurance  Lags  we 

n  help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 
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You  way  to  beat  the  Lags 
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JinSliranCe    TINENTAl  INSURANCE  CO.    TRANSPORTATION  INSURANCE  CO.    VALLtl 


At  Paine^Webber 
your  welcome  is 
a  matter  of  principle - 
not  principal. 


Paine,  Webber,  Jackson  &  Curtis  has 

73  offices  staffed  by  1200  stockbrokers  serving  more 

than  375,000  clients. 

Whether  you  come  to  us  with  $500  or  $500,000,  you'll  get  the 

benefit  of  our  talents,  knowledge  and  facilities.  Because  ever  since  we  were 

founded,  we've  believed  and  acted  on  the  principle  that  every  client  is  entitled  to 

the  same  high  standard  of  investment 

guidance  and  service. 

And  this  continues  to  be  true  in  1971,  when  market  access 

may  seem  more  difficult  to  America's  31  million  individual  investors 

than  in  some  previous  years. 

Today  we  serve  some  of  the  largest  institutional  investors,  as  well. 
But  it  is  individual  investors  —  many  of  whom  we've 
seen  grow  from  modest  to  very  substantial  worth — 
who  have  been  behind  our  92  years  of  growth. 


So  for  us,  it  has  been,  still  is  and,  hopefully, 
always  will  be  very  good  business  to  give 


good  service  to  every  investor, 

including  "the  little  guy."  PAINE 

WEBBER 
JACKSON 
&  CURTIS 

INCORPORATED 
Members  New  York  Stock  Exchange,  Inc. 

140  Broadway,  New  York,  N.Y.  10005 
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Uncle  Sam,  the  Banker? 

First  Penn  Central  and  now  Lockheed.  These  are  no  mere  flashes  in  the  pan.  The 
chances  are  that  Uncle  Sam  is  going  into  the  money-lending  business  in  a  major  way. 


If  Lockheed  gets  its  loan  guarantee 
—and  its  chances  have  improved— 
the  VS.  will  have  moved  a  step  clos- 
er to  a  form  of  credit  rationing. 

Lockheed  has  picked  up  some  sup- 
port from  congressmen  who  couldn't 
care  less  about  Lockheed.  But  they 
are  frightened  about  prospects  for  a 
credit  crisis  for  major  companies  and 
local  governments.  They  are  interested 
in  Lockheed  more  as  a  precedent  than 
as  a  cause.  They  would  like  to  see  the 
Federal  Government  go  either  direct- 
ly into  the  money-lending  business  or 
at  least  into  the  loan  guarantee  busi- 
ness—and  on  a  fairly  big  scale.  The 
precedent  often  cited  is  the  old  Re- 
construct ion  Finance  Corp.  (see  box, 
p.  16).  II  they  get  their  way,  the  end 
result  could  be  that  a  good  chunk  of 
private  capital  would  be  allocated  on 
a  political  and  social  basis  rather  than 
on  creditworthiness  alone.  This  is 
certainly  true  of  Lockheed.  If  Lock- 
heed, why  not  man)  other  companies? 
Even  local  governments? 

The  Nixon  Administration  and  the 
nation's  major  bankers  are  in  strong 
agreement  with  the  new  congression- 
al  v iew.   What   all   three   groups   see 


beyond  Lockheed  is  the  seemingly  end- 
less demand  for  capital  in  the  U.S. 
economy.  The  crawling  pace  of  the 
economic  recovery  is  not  slowing  this 
demand  at  all.  On  the  contrary,  be- 
cause of  inflationary  expectations  it 
might  be  fueling  it.  Bankers  Trust  Co. 
has  just  upped  its  estimate  of  credit 
demand  from  all  sectors  of  the  U.S. 
economy  in  1971  to  $119  billion— an 
increase  of  more  than  30%  over  1970. 

Private  companies  see  a  scarcity  of 
capital  ahead  and  are  getting  their 
money  while  they  can;  the  Federal 
Government  must  finance  another 
S2()-billion-plus  deficit;  the  demand 
is  unrelenting  for  financing  for  hous- 
ing, utility  expansion,  transportation 
needs,  state  and  local  governments. 
Two  results  of  such  demand  are  in- 
evitable: Interest  rates  are  going  up 
and  staying  up;  and,  with  not  enough 
capital  to  go  around,  the  strongest 
credit  risks  will  get  the  money.  Oth- 
ers, even  basically  sound  businesses, 
may  be  forced  to  the  wall. 

Fear  of  a  capital  scarcity  is  the 
reason  Federal  Reserve  Chairman 
Arthur  Burns  proposed  and  his  prede- 
cesspr    William     McChesney    Martin 


(also  a  conservative)  supported  a  $2, 
billion  federal  guarantee  program 
for  loans  to  private  business.  They  are, 
in  effect,  recommending  at  least  a 
limited  socialization  of  credit. 

For  the  same  reasons,  going  far 
beyond  Lockheed,  Senator  John 
Sparkman's  Senate  Banking  Commit- 
tee reported  out  a  bill  containing  just 
such  a  program.  But  where  Burns 
would  save  companies  whose  failure 
might  damage  the  national  economy, 
Sparkman's  Senate  bill  adds  poten- 
tial salvation  for  companies  whose 
failure  would  damage  a  region. 

Lockheed's  dilemma  provided  only 
a  place  to  start  on  a  public-private 
capital  program.  The  way  it  looks 
now,  Lockheed's  fate  will  be  decided 
before  Congress  takes  a  vacation  on 
Aug.  6.  Either  by  specific  guarantee 
or  some  other  means,  the  intent  of 
Congress  to  help  the  company  should 
be  established  by  then.  In  the  mean- 
time, and  after  it  returns  in  Sep- 
tember, Congress  would  be  consider- 
ing proposals  for  the  creation  of  an  ul- 
timately giant  federal  credit-guaran- 
teeing and  money-lending  agency.  In 
that  case,  Lockheed  and,  to  a  lesser 


Governmenf  guaranfees  of  a  loan  to  Lockheed?  These  bankers  massed  in  Washington  to  support  the  idea. 
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degree,  Penn  Central  will  be  positive 
precedents.  At  this  time  passage  in 
some  form  seems  almost  certain. 

A  good  many  companies  have  vir- 
tually exhausted  their  credit.  No  few- 
er than  18  U.S.  railroads  are  in  shaky 
condition,  and  so  is  Pan  American 
World  Airways.  Almost  the  whole 
aerospace  industry  is  shaky,  with  em- 
ployment 30%  below  its  1968  peak. 
American  Motors— 22,000  jobs— con- 
tinues at  best  a  cliff-hanging  existence. 

But  what  of  the  nation's  private 
lenders?  Won't  they  oppose  any  fed- 


eral credit  agency?  The  answer  is  that 
the  bankers  are  in  full  cry  calling  for 
federal  loan  guarantees.  The  banks 
have  some  $7  billion  tied  up  in  loans 
to  airline  and  aerospace  companies. 
Many  of  the  loans  are -in  serious  jeop- 
ardy. In  Washington  last  month, 
Chairman  Chauncey  J.  Medberry  of 
Bank  of  America  predicted  flatly  that 
there  will  "never  be  another  program, 
whether  commercial  or  defense,  of 
the  size  of  Lockheed's  L-1011  fi- 
nanced solely  by  private  capital." 
Chairman  William  H.  Moore  of  Bank- 


ers Trust  told  the  House  Banking  & 
Currency  Committee,  regarding  the 
aerospace  industry:  "The  numbers  are 
growing  so  large  that  anything  but  a, 
joint  effort  by  the  Government,  finan- 
cial institutions  and  industry  will  be 
insufficient."  The  bankers  pleaded 
fervently  for  "the  private  sector  and 
the  public  sector"  to  work  together. 

Representative  Wright  Patman, 
"chairman  of  the  House  Banking  & 
Currency  Committee,  listened  skepti- 
cally, as  usual,  to  the  bankers  and  saw 
his  chance  to  push  forward  his  idea 


Professional  SOB- 


"One  afternoon  in  1938,  still  in 
debt  to  us,  [President  Ernest  E.] 
Norris  [of  the  Southern  Railway] 
came  in  ivith  a  new  proposition. 

"  'Jesse,'  he  said,  7  owe  you 
about  $30  million.  We  haven't 
bought  a  freight  car  in  eight  years, 
and  we  can't  get  any  money  any- 
where else.  At  the  carmaking 
plants,  the  only  men  they've  got 
at  work  are  the  guards  at  the  gate. 
I'd  like  to  order  about  eight  or 
nine  thousand  cars.  1  can  save 
enough  on  rent  I'm  paying  other 
roads  to  pay  for  the  new  ones.'  "* 

The  Southern  Railway  got  its 
cars.  Its  customers  got  better  ser- 
vice. The  RFC  got  paid  back  with 
interest.  But  not  all  businessmen 
found  Jesse  H.  Jones,  boss  of  the 
Reconstruction  Finance  Corp.,  so 
agreeable.  Some  found  themselves 
out  of  jobs,  a  precondition  of  an 
RFC  loan.  Others  had  to  take  sharp 
pay  cuts,  like  the  late  Hale  Holden, 
chairman  of  the  Southern  Pacific, 
who  dropped  from  $150,000  a 
year  to  $60,000.  Insurance  compa- 
nies that  took  RFC  loans  were  for- 
bidden to  pay  their  top  officials 
more  than  $25,000  a  year.  In  oth- 
er cases,  Jones  bluntly  told  com- 
panies to  go  bankrupt  first,  and 
then  come  to  him  for  money. 

Jesse  Jones  was  a  conservative 
Houston  banker,  an  odd  fellow 
among  the  liberals  of  the  Roosevelt 
New  Deal.  He  saw  to  it  that  the 
$50  billion  in  loans  that  the  RFC 
granted  or  guaranteed  was  not 
wasted.  In  doing  so,  he  was  as 
hostile  to  waste  as  he  was  to  vi- 
sionary social  schemes. 

Many  of  today's  believers  in  re- 
newed federal  lending  to  private 
business  cite  the  RFC  as  a  reas- 
suring precedent  iJut  there  may 
be  an  essential  difference  in  the 
circumstances:  The  RFC,  which 
was  set  up  not  by  Franklin  D.  Roo- 
sevelt,   but    by    Herbert    Hoover, 

'From  Fifty  Billion  Dollars,  the  story  of  Jesse 
H.  Jones  and  the  Reconstruction  Finance  Corp., 
Macmillan  Co      1951. 


himself  a  businessman,  had  a  clear- 
ly defined  purpose.  Its  goal,  said 
Hoover,  was  to  "permit  business 
and  industry  to  carry  on  normal  ac- 
tivities free  from  the  fear  of  unex- 
pected shocks  and  retarding  influ- 
ences." In  a  word,  what  Hoover— 
and  FDR  after  him— had  to  worry 
about  was  panic.  Capital  there  was 
in  plenty,  but  its  owners  were 
frightened,  unwilling  to  commit  it. 

Jesse  H.  Jones 
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Today  it  is  a  different  situation. 
Capital  is  not  in  hiding  in  the  U.S.; 
there  simply  isn't  enough  of  it.  The 
sponsors  of  "a  new  RFC"  may  not 
be  as  interested  in  coaxing  capital 
out  of  hiding  as  they  are  in  getting 
money  for  companies  like  Lockheed 
that  do  not  qualify  for  it  under 
normal  credit  standards. 

Would  Jones  have  approved  the 
Lockheed  loan  in  its  present  form? 
Nobody  knows,  because  Jones  died 
in  1956.  There  are  some  aspects  of 
the  loan  he  wouldn't  have  liked. 
Not  that  Jones  didn't  preside  over 
some  rather  visionary  financing: 
The  RFC  financed  New  York- 
State's  Jones  Beach  Recreation 
Center  and  improvements  in  the 
spa  at  Saratoga  Springs.  It  made 
"work  loans"  for  maintenance  work 
on  railroads,  tied  to  the  provision 
that  75%  of  the  money  must  go  to 
paying  recalled  workers. 

He  also  made  sure  RFC  loan  ap- 
plicants shouldered  their  share  of 
the  load.  One  day,  when  a  group 
pleaded  for  a  loan  for  the  Maryland 
Casualty  Co.,  Jones  told  them  the 
story  of  the  farmer  whose  horse 
had  dropped  dead.  "I'm  awfully 
sorry,"  said  a  neighbor.  "How  sor- 
ry?" asked  the  fanner;  whereupon 
the  neighbor  handed  him  $10. 

"The  point  to  the  story,  gentle- 
men," said  Jones,  "is  how  sorry  are 
you?"  His  proposition:  "You  take 
the  first  $1 -million  loss  on  the 
Maryland  loan,  and  we  will  save 
the  company."  They  bought. 

In  a  sense,  Jesse  Jones  was  the 
New  Deal's  house  banker.  He 
helped  the  Government  pour  mon- 
ey into  the  economy,  but  he  knew 
when  to  say  "no."  He  saw  to  it  that 
the  loans  weren't  used  for  purely 
political  or  logrolling  purposes. 
They  tell  the  story  about  a  visitor 
to  FDR  who  was  greeted  with: 

"Hey!  Did  you  hear  what  the 
SOB  Jesse  Jones  said  yesterday?" 

FDR  said  it  with  a  note  of  ap- 
preciation in  his  voice. 
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a    National    Development    Bank. 

tman  did  not  try  anything  so  crude 

forcing  his  bank  into  the  same  bill 

Lockheed's  fate.  He  knew  the  prec- 
edent   Lockheed    was  setting.    More 

arantees  for  big  companies  are  in- 
vitahle,  he  feels,  and  with  them  will 

me  help  for  the  small.  That  Con- 
ss  represents  "all  the  people"  is,  af- 
ter all.  the  simplest  of  political  truths. 

Wright  Patman  prefers  direct  loans 
From  a  government  lending  agency 
that  would  borrow  money  and  lend 
it  out  in  areas  where  private  lenders 
fear  to  tread.  "Why  give  $2  billion  of 
guarantees,"  he  argues,  "when  for  half 
that,  for  SI  billion  in  federal  capital, 
you  could  create  $20  billion  of  credit 
in  a  National  Development  Bank?" 

Not  only  businesses  would  benefit. 
Tlie  National  Development  Hank 
would  lend  to  state  and  local  govern- 
ments to  build  public  facilities,  when 
those  agencies  could  not  secure  funds 
at  reasonable  rates.  It  would  lend  to 
Businesses  to  aid  employment,  would 
make  loan  money  available  toi  moder- 
ate income  housing  and  job  training. 
It  would,  in  short,  subordinate  ordi- 
nary private-market  lending  standards 
to  criteria  of  the  national  interest. 

Representative  Patman,  righl   after 

the  leoeSS,  will  take  up  the  National 
Development  Bank  in  the  House.  Over 
in  the  Senate.  Senator  Spaikman  also 
h,*  introduced  a  bill  for  a  National 
Development  bank,  and  has  included 
some  aspects  of  such  a  Scheme  m  his 
loan  guarantee  bill.  Patman  is  77  years 
old  and  came  to  Congress  ill   1928; 

Spaikman  is  71  and  came  to  Congress 
in  193b.  going  to  the  Senate  in  1946 
and  running  for  Vice  President  in 
ll)52.  both  are  New  Deal  Democrats. 

both  know  and  admire  the  Recon- 
struction Finance  Corp.,  which,  even 
though   created   bv    President    Herbert 

Hoover,  a  Republican,  served  the  New 
Deal  quite  well. 

The  bankers  would  prefer  guaran- 
tees without  direct  lending  competi- 
tion from  Government,  but  they  can't 
g*et  one  without  some  form  of  the 
other.  In  any  case,  all  parties  seem 
much  aware  of  the  need  for  Wash- 
ington to  step  into  the  private  credit 
picture  in  some  new  way  or  other:  as 
bankers  Trust's  Moore  put  it  recently, 
"Uncle  Sam  as  a  partner." 

The  implications  are  enormous  with 
or  without  direct  lending.  Private  cap- 
ital will  flow,  increasingly,  toward 
where  Congress  and  the  Government 
want  it  to  flow. 

Is  this  good  or  is  it  bad?  The  an- 
swer is  that  it's  probably  inevitable. 
Given  the  demands  for  credit  and  the 
life-or-death  importance  of  who  gets 
it  and  who  doesn't,  there  is  probably 
no  way  for  the  Government  to  stay 
out  of  the  situation.  ■ 
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-  BANK  STOCKS:  PERFORMANCE  UNREWARDED  _ 


INDUSTRIAL    ELECTRONICS    INFORMATION        BANKS 
EQUIPMENT  PROCESSING 

SOURCE:  FORBES;  KEEFE  BRUYETTE  &  WOODS.  INC. 


Overlooked 

What  industry  has  the  outstanding  recent  earnings  record? 


Somewhere  in  his  fantasy  life,  every 
investor  dreams  of  an  industry  with 
an  unmatched  earnings  trend,  an  un- 
broken history  of  earnings  growth— 
and  low  stock  prices. 

Does  it  exist?  Yes.  We  don't  mean 
computers  or  cryogenics,  but  some- 
thing as  old  as  trade  itself— banking. 

Of  the  26  major  industry  groups  in 
FoKBiis  Annual  Report  on  American 
Industry  (Jan.  1),  banks  led  in  per- 
share  earnings  growth  in  the  last  five 
years,  far  ahead  of  such  "growth" 
fields  as  information  processing  and 
electronics  (see  chart).  And  the  lon- 
ger record  is  just  as  good.  Bank  earn- 
ings, says  veteran  bank  analyst  Harry 
Keefe  of  Keefe,  Bruyette  &  Woods, 
rose  every  year  but  two  since  1933, 
while  industrial  earnings  dipped  nine 
times  in  the  past  23  years  alone. 

Rut  look  at  the  stock  market.  The 
425  manufacturing  companies  in  the 
Standard  &  Poor's  industrials  sell  on 
average    at    over    20    times    earnings, 


banks  (see  table  below)  at  just  12 
times.  To  investors,  a  dollar  of  man- 
ufacturing earnings  is  apparently 
worth  67%  more  than  a  dollar  of  bank 
earnings— the  biggest  spread  ever. 

In  part,  this  is  the  result  of  a  5%  dip 
in  second-quarter  bank  earnings,  oc- 
casioned by  an  interest  squeeze:  The 
banks  were  paying  more  to  borrow 
money  than  they  were  getting  in  re- 
turn. "But  now  that  the  prime  rate  is 
back  up  to  67c,"  says  Keefe,  "I  think 
bank  earnings  will  recover  sharply." 

Most  bank-watchers  agree,  expect- 
ing bank  earnings  to  better  last  year's 
record  levels— at  least  for  the  non- 
money-market  regional  banks. 

And  for  the  longer  term?  The  pres- 
sure for  capital  is  not  likely  to  dimin- 
ish (see  p.  15),  not  with  the  need  for 
labor-saving  machinery,  pollution 
control  and  just  plain  liquidity.  The 
banks  will  have  their  occasional  trou- 
bles, but  they  are  in  a  long-term  sell- 
ers' market.  ■ 
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BankAmcrica 

$2.29 

7.5 

13 

3.5 

Harris  Trust 

$2.59 

—  7.8 

9 

3.8 

Bankers  Trust  N.Y 

2.45 

—  6.8 

11 

5.1 

Mfrs.  Hanover 

1.39 
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Charter  N.Y. 
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11 
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Chemical  N.Y: 
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1.13 
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Still  on  Top 


So  far  Sweden's  SKF,  by  far,  the  world's  biggest  bearing  company,  has 
been  able  to  meet  both  the  Japanese  and  the  American  challenge. 


Like  nearly  everyone  in  international 
business,  Sweden's  SKF  has  taken  its 
lumps  from  the  Japanese.  Swamped 
with  low-cost  Japanese  miniature  and 
instrument  bearings,  SKF  last  month 
sold  its  Reed  Instrument  Bearing  di- 
vision in  Los  Angeles.  The  buyer: 
Nippon  Miniature  Bearing  Co.  The 
deal,  however,  will  scarcely  dent 
SKF's  worldwide  sales  of  $919  mil- 
lion last  year. 

The  fact  is  that,  despite  both  U.S. 
and  Japanese  competition,  this  Swed- 
ish company  remains  far  and  away 
the  world's  largest  maker  of  ball  and 
roller  bearings,  well  over  twice  the 
size  of  the  U.S.'  Timken  Co.  or  the 
four  leading  Japanese  manufacturers 
put  together.  SKF  accounts  for  25% 
of  the  non-Communist  world's  sup- 
plies, including  11%  of  the  bearings 
used  in  the  U.S. 

SKF  is  really  a  group  of  companies, 
133  at  last  count,  based  in  Gothen- 
burg, Sweden,  but  scattered  through 
the  five  continents.  It  owns  65  fac- 
tories outright,  and  has  a  majority  in- 
terest in  seven  more,  in  19  countries, 
and  it  has  sales  and  service  companies 


in  126  others.  It  owns  mines  and  steel 
mills  and,  though  bearings  contribute 
81%  of  sales,  it  also  makes  textile  ma- 
chinery and  railway  rolling  stock  com- 
ponents. It  was  one  of  the  world's 
first  truly  international  companies. 

By  the  end  of  World  War  II,  SKF 
had  become  a  group  of  semiautono- 
mous  companies.  The  factories,  de- 
pending on  where  they  were,  had 
worked  for  both  sides  during  the  war, 
and  by  then  had  little  contact  with 
each  other  or  even  with  Gothenburg. 
They  were  held  together  by  one  man, 
Chairman  Jacob  Wallenberg,  a  legend- 
ary figure  in  Swedish  industry.  He 
had  an  infinite  capacity  for  detail  and 
an  infallible  memory.  ("He  even  re- 
membered everyone's  salary,"  says  one 
awed  associate.)  It  was  Wallenberg's 
strength  that  held  the  company  to- 
gether in  the  postwar  years. 

This  year  Wallenberg,  now  79,  re- 
tired as  chairman,  and  Folke  Lind- 
skog,  managing  director  since  1965, 
succeeded  him.  Lindskog's  job  is  to  re- 
place Wallenberg's  one-man  rule  with 
professional  management. 

"I  started  thinking  about  the  reor- 


ganization in  October  or  November 
1965,"  he  says.  "In  June  1966,  I  was 
able  to*  announce  my  plans."  While 
the  reorganization  is  not  complete, 
SKF  is  already  markedly  different— 
from  what  it  was  before  and  also 
from   other   multinational   companies. 

Regional  Regimen 

Because  of  the  varying  national  in- 
terests of  SKF's  host  countries,  Lind- 
skog  decided  centralization  was  im- 
possible. What  he  did,  therefore,  was 
to  continue  to  let  each  company  run 
its  own  affairs,  but  to  set  up  commit- 
tees in  Gothenburg  to  establish  group 
objectives  such  as  group  purpose,  eco- 
nomic goals  and  growth  strategy. 
Each  management  is  required  to  fit 
its  plans  into  the  group  objectives. 

This  is  a  far  cry  from  the  standard 
U.S.  profit-center  concept,  which  SKF 
frowns  on  as  forcing  managers  to  con- 
centrate on  the  welfare  of  their 
own  companies  rather  than  on  that  of 
the  group.  What  Lindskog  has  done, 
says  Ingemar  Asplund,  director  of 
SKF's  personnel  and  organization  divi- 
sion, is  substitute  a  "geocentric  con- 


The  Lively  Tortoise 

A  tortoise,  even  a  fast  one,  is  still  a  tortoise, 
and  Mobil  Oil  is  running  with  the  hares. 


In  the  international  oil  business,  Mo- 
bil Oil  has  been  the  tortoise  among  a 
pack  of  hares.  Among  the  top  ten 
U.S.  oil  companies,  Mobil  has  the 
longest  stretch  of  unbroken  sales  and 
earnings  increases— 12  years.  Yet  over 
that  period  it  has  been  the  least  prof- 
itable of  the  five  largest  international 
oil  companies  (see  table) . 

Hut  last  year  Mobil  came  on  fast, 
with  the  industry's  top  showing.  On 
$7.3-billion  sales,  its  earnings  rose  al- 
most 6%  (and  13.1%  in  1971's  first 
half).  Among  the  top  ten,  only  Tex- 
aco  and  Continental  Oil  managed  big- 
ger percentage  earnings  gains,  and 
both  came  after  1969  earnings  de- 
clines. Mobil,  with  its  11.2%  return  on 
equity,  climbed  from  bottom  spot  in- 
to third  place  in  profitability  among 
the  top  five  oil  companies.  Has  the 
tortoise  become  a  hare? 

Alas,  no.  Mobil  is  almost  certainly 
doomed  to  plod  steadily  along,  oc- 
casionally closing  the  gap  with  its  ri- 
vals, only  to  see  them  shoot  ahead 
again.    The    trouble,    in    a    sentence: 


Mobil  is  short  of  crude  oil  and  prob- 
ably always  will  be. 

No  one  knows  this  better  than  the 
candid  Rawleigh  Warner  Jr.,  Mobil's 
chairman.  "The  oil  companies  that 
year  in  and  year  out  make  the  most 
money  make  it  because  they  are  bal- 
anced," Warner  says.  "They  move 
their  own  crude,  they  refine  their  own 
crude  and  they  sell  their  own  crude." 
Last  year  Mobil  produced  less  than 
80%  of  the  crude  it  refined  worldwide 
(the  other  four  internationals  together 
produced  more  than  they  refined) 
and,  more  important,  less  than  60% 
of  the  crude  it  refined  in  the  U.S.  and 
Canada  (the  other  four  together  pro- 
duced 80%  of  their  U.S.  needs). 

Isn't  good  management  supposed  to 
fix  problems  like  that?  In  theory,  yes. 
Warner  admits  that  Mobil  hasn't  been 
wildly  successful  in  finding  oil  in  re- 
cent years.  But  he  points  out  that  the 
real  reasons  for  the  shortage  lie  in 
the  past  and  are  not  easily  fixable; 
they  are  almost  structural. 

Back  in  the  Forties,  for  example, 


Texaco  and  California  Standard,  then 
co-owners  of  Arabian-American  Oil 
Co.  and  the  gargantuan  Saudi  Ara- 
bian oil  fields,  decided  to  build  the 
Trans-Arabian  pipeline  to  the  Med- 
iterranean. They  offered  40%  of  Aram- 
co  to  Jersey  Standard  and  to  Mobil. 
Mobil,  nervous  about  the  concomitant 
obligation  to  absorb  its  share  of  crude 
oil,  opted  for  10%  rather  than  the 
20%  it  could  have  bought.  "That  cost 
us  just  a  tremendous  amount  of  mon- 
ey," Warner  observes.  Last  year  that 
extra  10%  would  have  brought  Mobil 
another  100  million  barrels  of  oil.  It 
could  have  meant  upwards  of  $25 
million  in  earnings,  25  cents  a  share. 

Why,  then,  last  year's  spurt?  Essen- 
tially it  was  a  bit  of  luck— one-shot 
luck.  Last  year  all  the  top  five  oil 
companies  rang  up  earnings  gains  ex- 
cept Gulf.  Gulf's  decline  and  Mobil's 
gain  both  came  largely  from  tankers. 
In  1969  Gulf  failed  to  charter  enough 
tankers  for  its  1970  needs  (Forbes, 
Apr.  1) .  Mobil,  on  the  other  hand, 
overchartered.  So  when  tanker  rates 
hit  record  highs  last  year,  Mobil 
cleaned  up  by  subchartering,  and 
Gulf  went  to  the  cleaners. 

Warner  claims  this  decision  was  a 
calculated  assessment  of  the  market; 
some  outsiders  call  it  a  golden  mis- 
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Inspecting  ball  bearings 


cept."  He  explains:  "Such  things  as 
profitability  and  efficiency  are  still  im- 
portant, but  we  also  take  into  account 
interfactory  deliveries,  exchange  of 
personnel,  contributions  to  the  group, 
not  just  to  one  company's  earnings." 

In  practice,  SKF  companies  have 
been  switching  orders  to  each  other. 
When  Skefko,  the  English  firm,  was 
running  slack,  the  Schweinfurt  plant 
in  Germany  helped  by  switching  to  it 
a  sizable  order  from  Volkswagen.  The 
German  company  provided  the  same 
kind  of  help  to  RIV  in  Italy.  In  mer- 
chandising, regional  sales  organiza- 
tions have  been  set  up  in  Vienna  for 
East  Europe  and  in  Buenos  Aires  for 
Latin  America,  and  similar  ones  are 
being  established  for  Scandinavia  and 
the  Far  East. 

In  research  and  development,  four 
companies  in  four  different  countries 
may  work  together  on  a  project.  Ex- 
plains Lindskog:  "We  can't  have 
Gothenburg  develop  new  products  for 
the  entire  world,  because  a  product 
that  may  be  ideal  for  the  French  mar- 
ket may  have  characteristics  the  Ger- 
man market  doesn't  want.  It's  better 
to  have  the  companies  in  a  region 
develop  their  own  new  products  that 
can  sell  anywhere  in  the  region." 

To  make  this  kind  of  cooperation 
possible,  Lindskog  has  established 
English  as  the  lingua  franca  of  SKF. 


All  communications  between  SKF  ex- 
ecutives and  Gothenburg  are  in  En- 
glish. When  SKF  executives  meet  for 
conferences  or  committee  meetings, 
they  speak  English.  Says  Lindskog: 
"It  saves  a  lot  of  time.  In  the  old  days, 
meetings  took  forever  because  of  the 
necessity  of  translating  every  state- 
ment into  half  a  dozen  languages." 

Making  English  its  lingua  franca 
has  given  SKF  great  flexibility  in  mov- 
ing and  promoting  executives:  A  Bra- 
zilian can  take  a  job  in  Gothenburg, 
for  example,  even  though  he  doesn't 
know  a  word  of  Swedish.  And  re- 
cently Lindskog  sought  to  increase 
that  flexibility  by  putting  on  a  com- 
puter in  Gothenburg  "an  inventory  of 
all  the  management  talent  we  have 
everywhere  in  the  world."  Its  infor- 
mation is  updated  every  three  months. 

How  has  SKF  been  faring  under 
Lindskog's  reorganization?  Last  year 
was  a  year  of  recession  in  the  U.S., 
the  U.K.,  Italy,  almost  everywhere. 
Timken's  sales  were  down  from  $399 
million  to  $389  million,  its  earnings 
before  taxes  from  $70  million  to  $56 
million.  SKF's  sales  of  $919  million 
represented  an  increase  of  12.5%,  its 
earnings  of  $98.9  million  an  increase 
of  14.5%.  It's  not  that  SKF  isn't  wor- 
ried about  the  Japanese;  but  it  feels 
that  it  now  has  the  kind  of  organiza- 
tion it  needs  to  meet  le  defx  japonais.  ■ 


take.  At  any  rate,  the  good  fortune 
has  run  its  course;  Tanker  rates  have 
since  fallen  to  then  lowest  level  in 
five  years.  Man)  tankers  are  being 
laid  up  because  they  cannot  be  char- 
tered profitably. 

Still,  among  the  pluses  for  Mobil  is 
a  top  management  recognized  as  one 

of  the  most  capable  in  the  industry. 
It  is  activelj  exploring  for  crude  all 
Over  the  world.  In  the  Western  Hem- 
isphere it  is  active  in  the  northeastern 
continental  shelf,  when-  it  has  had 
gas  shows.  It  is  searching  in  the  Ca- 
nadian arctic,  and  it  has  a  strong  posi- 
tion in  the  North  Slope.  It  has.  in  other 
words,  a  good  chance  of  finding  more 
erode  oil. 

But  it  has  little  chance  of  finding 
enough  crude  to  redress  the  balance. 
The  reason  is  the  size  of  its  require- 
ments. Last  year  Mobil  would  have 
needed,  just  to  match  its  competitors' 
crude  sufficiency,  about  500,000  bar- 
rels a  day  of  new  crude  worldwide 
and  nearly  200,000  barrels  a  day  in 
the  U.S.  and  Canada.  A  crude  find 
of  that  magnitude  would  be  one  of 
the  century's  great  finds.  "Let's  face 
it,"  Warner  said,  "on  top  of  every- 
thing else,  you  have  to  be  lucky  to 
find  crude." 

No  one  is  likely  to  be  that  lucky.  ■ 
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The  Big  Five 

U.  S.  Oil  Companies: 

How  the  Pack  Ran 

Net  Sales 
(billions) 

1970 

Net  income 
(millions) 

Return  on 
Equity 

1959-1970 

Average      Earnings 

Return  on  per  Share 

Equity         Growth 

Standard  Oil  Co.  (N.J.) 

$16.6 

$1,310 

12.6% 

12.3%        100% 

Mobil  Oil  Corp. 

7.3 

483 

11.2 

9.6            180 

Texaco 

6.3 

822 

14.0 

15.7            120 

.   Gulf  Oil  Corp. 

5.4 

550 

10.9 

12.3             90 

Standard  Oil  Co.  (Calif.) 

4.2 

455 

10.2 

11.8              70 

Fill  'Er  Up.  In  the  cutthroat  U.S.  gasoline  market,  Mobil  is  holding  its  own. 
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Raw  Materials 


You  Get  What  You  Pay  For 

The  price  of  self-sufficiency  is  high.  But  if  we  are  not  prepared 
to  pay  it,  the  price  of  dependence  could  prove  ever)  higher. 


Already  hampered  by  rising  and 
seemingly  uncontrollable  labor  costs, 
U.S.  industry  is  now  on  the  verge  of 
losing  one  of  its  long-standing  basic 
advantages:  It  is  fast  running  out  of 
low-cost  energy  and  other  basic  raw 
materials. 

Few  people  realize  how  self-suffi- 
cient the  U.S.  has  been  in  its  raw  ma- 
terial position.  Until  two  years  ago,  we 
were,  on  balance,  able  to  extract  from 
our  own  reserves  sufficient  supplies  of 
the  energy  fuels,  oil  and  gas,  coal  and 
uranium,  to  meet  the  needs  of  both 
industry  and  the  general  public.  In 
our  other  major  raw  materials,  our 
self-sufficiency  has  been  somewhat 
less  complete.  Last  year  we  produced 
90%  of  the  copper  we  consumed,  65% 
of  the  iron  ore.  In  such  important 
minerals  as  nickel  and  bauxite,  we  de- 
pend heavily  on  imports,  but  imports 
from  nearby  and  friendly  countries. 

It  is  all  well  and  good  for  Americans 
to  congratulate  themselves  on  their 
energy  and  initiative,  on  the  genius  of 
their  free  enterprise  system.  But  it 
would  be  foolish  to  underestimate  the 
role  that  cheap,  plentiful  and  depend- 
able raw  materials  have  played  in  our 
national  growth  and  prosperity. 

Now  this  advantage  is  slowly  slip- 
ping away.  To  meet  our  consumption, 
domestic  raw  materials  producers  are 
turning  to  lower-grade  and  far  higher- 
cost  reserves,  and  as  a  result,  lower- 
cost  and  often  lower-priced  foreign 
raw  materials— the  fuels  in  particular- 
are  becoming  increasingly  attractive. 
Unfortunately,  all  this  is  happening 
at  a  time  when  the  Vietnam  war  and 
the  world  balance  of  power  make  it 
almost  impossible  for  the  U.S.  to  de- 
fend its  overseas  supply  sources.  When 
we  practiced  gunboat  diplomacy,  we 
really  didn't  need  it.  Now,  when  we 
need  it,  we  can't  use  it. 

In  many  cases  it  may  make  both 
economic  and  political  sense  to  import 
raw  materials  from  abroad  rather  than 
undertake  the  costly  development  of 
low-quality  U.S.  reserves.  Nickel,  for 
instance.  Though  vital  in  making  cer- 
tain kinds  of  steel,  it  does  not  really 
play  a  central  role  in  out  industrial 
economy.  But  the  energy  fuels— and 
they  constitute  three-fourths  of  all  the 
mineral  raw  materials  used  in  the  U.S. 
-are  a  different  matter  entirely.  Oil, 
to  be  specific,  is  gut-basic:  It  supplies 
the  hulk  of  the  energy  that  powers  the 


machines  that  have  gradually  lifted 
Western  man  above  the  level  of  a 
beast  of  burden. 

So  what?  the  free-trader  may  well 
ask.  Is  this  dependence  on  outside  re- 
sources so  bad?  Why  not  make  use 
of  the  lowest  cost  materials,  wherever 
they  may  be  found? 

The  simplest  answer  is:  Raw  ma- 
terials are  not  mere  commercial  items 
like  shoes  or  dresses  or  handicrafts. 
They  are  political  commodities,  the 
very  stuff  of  world  power.  In  some 
cases,  to  be  sure,  we  can  substitute 
one  material  for  another   (though  at 


Solar  Power.  Coal,  oil,  gas 
—all     stored     solar     energy. 


an  increasing  cost).  If  our  tin  is  cut 
off,  we  can  package  food  in  plastics, 
glass  or  paper;  or  if  copper  is  un- 
available, we  can  often  replace  it  with 
aluminum.  But  cut  off  half  or  a  fourth 
of  the  U.S.'  oil,  and  the  nation  will 
grind  to  a  halt. 

Friends  of  the  domestic  oil  industry 
used  to  argue  that  dependence  on  for- 
eign oil  was  dangerous  to  the  national 
security— a  pretty  threadbare  conten- 
tion in  the  atomic  era,  especially  after 
Vietnam  has  so  painfully  exposed  the 
limits  of  American  power.  But  in  a 
more  subtle  form,  the  argument  holds 
water.  The  simple  fact  is  that  the 
hand  on  the  oil  pump  can  be  the  hand 
that  strangles  our  economy.  How 
could  the  U.S.  resist  if  a  foreign  gov- 
ernment, for  political  reasons,  cut  off 
or  threatened  to  cut  off  a  major  part 
of  our  energy  supply?  Suppose  the 
Arabs  threatened  a  shutofl  in  oil  un- 
less the  U.S.  broke  its  relations  with 
Israel?  They  do  not  as  yet  possess 
that  power.  But  their  power  to  inter- 


fere in  U.S.  policy  is  unmistakably 
increasing  at  the  very  moment  our 
power  to  interfere  in  theirs  is  waning. 

It  now  seems  certain  that  U.S.  oil 
output  will  peak  out  in  1973  or  1974. 
Meanwhile,  U.S.  consumption  con- 
tinues to  increase  relentlessly.  Unless 
something  is  done,  we  will  have  to 
step  up  our  imports  from  the  current 
25%  of  consumption  to  30%,  35%,  even 
40%.  By  1980  over  half  the  oil  used 
in  the  U.S.  will  be  imported.  Last 
year  our  oil  import  bill  was  nearly  $3 
billion.  By  1975  it  will  probably  be 
over  $8  billion.  Unless  offset  by  ex- 
ports, such  an  increase  would  widen 
the  already  gaping  hole  in  our  bal- 
ance of  payments  by  an  amount  that 
could  be  well  nigh  fatal  to  interna- 
tional monetary  stability. 

Yet  many  Americans,  including 
some  who  should  know  better,  are 
surprisingly  reluctant  to  admit  the 
seriousness  of  the  situation.  They  say 
it  is  a  ploy  by  the  oil  industry  to  pre- 
serve oil  import  quotas  and  the  de- 
pletion allowance,  to  provide  higher 
prices  and  profits.  After  all,  the  U.S. 
is  short  of  electric  power,  they  say, 
primarily  because  of  bad  luck  and  bad 
management.  There  is  no  real  shortage 
of  fuel,  only  a  shortage  of  equipment 
to  convert  it  into  electricity.  Groups 
like  the  American  Public  Gas  Asso- 
ciation even  dismiss  the  possibility  of 
a  natural  gas  shortage  by  contend- 
ing that  there's  plenty  of  gas,  only  the 
oil  companies  have  stashed  it  away 
in  an  effort  to  drive  up  the  price. 

"To  the  extent  that  the  quota  sys- 
tem discourages  the  use  of  foreign 
oil,"  Senator  William  J.  Proxmire  main- 
tains, "it  exhausts  the  available  re- 
serves. I  think  we  can  build  our  re- 
serves and  safeguard  them  on  the  basis 
of  the  proven  reserves  and  then  per- 
mit the  free  market  to  operate,  relying 
on  these  reserves  in  case  of  emergen- 
cy." In  other  words,  we're  better  off 
using  more  foreign  oil. 

But  not  even  Proxmire  can  claim 
the  shortage  of  natural  gas  is  artificial. 
Natural  gas  provides  a  third  of  the 
U.S.'  energy  needs.  It  is  also  the  great 
growth  fuel,  whose  consumption  has 
been  growing  by  6.6%  annually,  vs. 
4.6%  for  oil  and  1.1%  for  coal;  but  as 
demand  has  mounted,  discoveries  of 
new  gas  have  rapidly  declined.  The 
U.S.*  proven  reserves  (excluding  Alas- 
ka )    declined  last  year  for  the  third 
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year  in  a  row— to  259.6  trillion  cubic 
feet.  Currently  the  U.S.  has  only  an 
11.8  year  supply  left  (13.2  years  with 
Alaska),  vs.  20.2  years  a  decade  ago. 
By  1974  the  supply  will  almost  cer- 
tainly drop  to  ten  years,  a  level  that 
Federal  Power  Commission  Chairman 
John  N.  Xassikas  suggests  is  the  bare 
minimum. 

The  gas  shortage  is  not  simply 
threatening,  it  is  here.  Last  winter, 
cities  like  Cleveland  were  so  short  of 
supplies  that  industry  had  to  shut 
down  for  brief  periods  to  conserve  fuel 
for  space  heating.  One  after  another 
of  the  major  gas  companies  have  an- 
nounced they  will  take  on  no  new 
large  industrial  customers  for  lack  of 
additional  supplies.  New  York  State, 
a  recent  Public  Service  Commission 
study  indicated,  will  be  short  by  25 
billion  cubic  feet  of  gas  this  year  and 
probably  50  billion  in  1972.  A  num- 
ber of  companies,  headed  by  El  Paso 
Natural  Gas,  are  attempting  to  supple- 
ment their  supplies  by  importing  high- 
COSt  liquefied  natural  gas  from  places 
like  Algeria  and  Nigeria.  This  in  a 
"recession"  year. 

How  Much  We've  Got 

Domestic  oil  is  even  shorter  than 
natural   gas,   though   the  shortage   lias 

been  less  obvious  because  of  the  ease 

with  which  oil  can  be  imported.  The 
fact  is,  however,  that  as  exploration 
and  development  have  declined,  the 
U.S.'  oil  reserves  have  dwindled  from 
a  12-year  SUppl)  a  decade  ago  to  sev- 
en or  eight  vears  currently.  What  this 
means  is  that  it  outside  supplies  wen- 
shut  oil,  the  U.S.  for  the  first  time  in 
its  history  could  no  longer  meet  its 
own  Deeds;  In  contrast,  as  recently  as 
the  Si\  Da)  War  of  1967  the  U.S. 
could  supply  both  its  own  needs  and 
much  of  Europe's  as  well.  The  import 
bulge  is  most  apparent  in  residual  oil, 
on  which  import  quotas  were  suspend 
ed  in  1966.  Today  the  East  Coast  im- 
ports some  9 1'(  of  its  residual  oil, 
which  powers  40%  of  its  industrial 
plants  ami  35V  of  its  power  stations. 

Unlike  oil  or  gas,  U.S.  coal  reserves 
—which  provide  over  20%  of  U.S.  en- 
erg)  oeeds— seem  virtually  inexhaust- 
ible. We  have  800  billion  to  1  trillion 
tons,  enough  to  last  800,  1,000  or 
1,500  vears,  depending  on  whose  esti- 
mates you  take.  But  most  U.S.  coal 
has  a  high  sulphur  content,  so  that  the 
Current  concern  with  air  pollution  has 
reduced  the  reserves  usable  for  elec- 
tric power  generation  to  perhaps  100 
billion  tons.  But  one  day  soon  it  should 
be  possible  to  remove  sulphur  from 
power  plant  stack  gases,  and  someday 
it  should  be  possible  to  remove  the 
sulphur  from  the  coal  itself,  proba- 
bly as  part  of  a  liquefaction  or  gasifi- 
cation process. 


Coo/  Power.  The  air-condi- 
tioning boom  in  the  Sixties 
made  life  more  comfortable 
for  millions,  but  upset  utility 
planning  and  helped  create 
the  present  power  shortage. 


However,  sulphur  is  the  least  of  the 
coal  industry's  problems.  Much  U.S. 
coal  these  days  is  strip  mined,  and 
environmental  considerations  may  lim- 
it how  much  its  output  can  be  ex- 
panded. Further,  unlike  oil  and  gas, 
coal  lias  a  high  labor  content  and  is 
beset  with  labor  troubles,  and  this 
makes  it  vulnerable  both  to  disrup- 
tions of  supply  and  inflation  in  costs. 
In  theory,  coal  has  the  potential  for 
supplying  all  of  the  U.S.'  energy  needs 
almost  single-handedly.  But  at  least 
one  energy  expert— Ford,  Bacon  & 
Davis'  Gerard  C.  Gambs— believes  the 
industry's  problems  are  so  formidable 
that  coal  production  will  peak  out  by 
the  mid-Seventies. 

But  what  about  nuclear  power  as 
a  means  of  maintaining  the  U.S.'  in- 
dependence of  foreign  energy?  The 
Nixon  Administration,  after  all,  seems 
to  be  counting  heavily  on  it  and,  un- 
less solar  power  proves  feasible,  given 


the  enormous  growth  in  the  world's 
demand  for  energy,  nuclear  power  is 
probably  the  only  long-term  solution 
to  the  energy  problem.  Uranium,  it  is 
true,  may  not  prove  abundant  even 
at  $100  a  pound,  but  the  breeder 
reactor  expected  to  come  into  general 
use  in  the  1980s  should  solve  that 
problem  by  producing  more  fission- 
able material  than  it  consumes  in  the 
process  of  producing  power. 

Time  Is  Everything 

But  energy  supply  is  not  simply  a 
question  of  energy  reserves:  It  is  also 
a  question  of  time.  It  takes  seven  years 
to  get  a  nuclear  power  plant  into  op- 
eration, five  years  to  develop  a  coal 
mine  and  three  years  to  develop  an 
oil  field.  Meanwhile,  power  must  be 
generated  in  increasing  quantities, 
cars  filled  with  gas,  homes  heated; 
and  as  things  now  stand,  imported 
oil  alone  can  quickly  fill  the  gap.  "By 
1975,"  says  N.W.  Freeman,  head  of 
Tenneco,  Inc.,  the  U.S.'  largest  gas 
pipeline  company,  "I  think  we're  go- 
ing to  have  a  real  energy  crisis  in 
this  country." 

The  Nixon  Administration  stead- 
fastly refuses  to  take  these  outcries 
seriously.  "Talk  about  an  energy  crisis 
emerging  is  exaggerated,"  says  Hen- 
drik  Houthakker,  who  retired  last 
month  as  a  member  of  the  President's 
Council  of  Economic  Advisers.  Houth- 
akker expects  U.S.  energy  consump- 
tion to  rise  19%  to  82  quadrillion 
BTUs*  by  1975,  and  at  that  rate  of 
growth— roughly  3.6%  annually— the 
U.S.  might  well  be  able  to  meet  its 
prospective  needs  without  importing 
more  than  10%  of  its  oil  requirements 
from  the  Middle  East— the  maximum, 
a  Cabinet  report  concluded  not  long 
ago,  that  we  could  import  without 
jeopardizing  national  security. 

But  the  Administration  may  not  be 
entirely  objective.  Preoccupied  as  it 
is  with  the  problem  of  inflation,  it 
looks  on  oil  imports— temporarily  at 
least— as  a  more  palatable  alternative 
than  raising  the  price  of  domestic  oil 
to  bring  out  larger  supplies.  M.A. 
Wright,  chairman  of  Jersey  Standard's 
Humble  Oil  affiliate,  has  grave  doubts 
about  the  accuracy  of  the  Adminis- 
tration's projections.  "To  base  pol- 
icy," he  says,  "on  estimates  of  the 
most  optimistic  set  of  circumstances 
is  hazardous  at  best." 

Wright  expects  U.S.  energy  demand 
to  hit  88  quadrillion  BTUs  by  1975, 
some  6  quadrillion  BTUs  higher  than 
does  Houthakker.  The  difference  is  the 
equivalent  of  3  million  barrels  of  oil 
a  day  or  more  than  10%  of  last  year's 
total  consumption.  Given  the  number 
of  surprises  that  the  economy  has  pro- 

'British  Thermal  Units,  that  is.  A  measure  of  the 
heat  content  of  a  given  fuel. 


FORBES,  AUGUST   1,   1971 


21 


vided  the  experts  in  recent  years  and 
given  the  relentless  drive  for  higher 
living  standards  for  more  people,  it 
seems  simply  good  sense  to  count  on 
the  larger,  not  the  smaller,  increase. 

Is  there  any  prospect  of  providing 
the  necessaiy  margin  of  safety  with- 
out becoming  politically  and  econom- 
ically dependent  on  politically  un- 
stable areas  of  the  world?  The  answer 
is:  Yes,  but  at  a  price.  The  U.S.  has 


Running  out  of  natural  gas?  You  can 
always  import  it.  Only  it's  not  that  easy. 
You've  first  got  to  liquefy  the  gas, 
then  move  it  in  specially  designed 
ships  (right)  to  market,  and  vaporize 
it  again  for  pipelining.  Offshore  drill- 
ing (left)  may  seem  expensive,  but 
whatever  the  capital  costs  of  develop- 
ing gas  offshore,  they  begin  to  look 
reasonable  beside  the  $1  per  thousand 
cubic  feet  required  to  import  liquefied 
natural  gas.  At  that  rate,  El  Paso  Natu- 
ral Gas'  projected  Algerian  LNG 
project  will  cost   well  over  $1    billion. 


enormous  reserves  of  both  coal  and 
oil  shale,  so  it  is  clearly  not  short  of 
fuel.  And  even  its  oil  and  gas  reserves 
are  far  from  exhausted;  the  National 
Petroleum  Council  estimates  that  55% 
of  the  nation's  oil  and  60%  of  its  nat- 
ural gas  remain  to  be  found. 

But  the  means  of  developing  these 
reserves  are  immensely  expensive.  For 
example,  60%  of  the  undiscovered  gas 
is   believed   to   be   either  more   than 


15,000  feet  underground,  offshore,  or 
in  Alaska.  The  trick  is  to  provide  the 
incentive  to  prove  up  these  reserves 
and  bring  them  into  production  on  an 
economic  basis.  The  same  is  true  of 
oil  shale.  Or  the  gasification  of  coal. 
To  be  blunt  about  it,  U.S.  industry 
and  U.S.  consumers  will  have  to  pay 
a  price  to  remain  relatively  self-suffi- 
cient in  energy. 

Most  oil  executives— and  many  eco- 


Is  the  Party  Over? 

Imagine  having  to  pay  80  cents 
to  90  cents  a  gallon  for  gasoline.  Or 
seeing  your  home  heating  bill  go 
from  $400  to  $800  a  year.  All  this 
in  1971  dollars:  Throw  in  an  in- 
flation factor,  and  the  gasoline 
could  be  $1  and  the  heating  bill 
$1,000.  At  the  same  time  the  price 
of  electricity  jumps  30%.  In  fact, 
things  are  so  tight  you  think  twice 
about  air-conditioning  the  new 
house  you're  building,  and  you 
spend  half  your  time  barking  at 
the  kids  to  shut  off  the  goddam 
lights  and  keep  the  thermostat 
down.  And  the  car— well,  they 
make  very  few  of  those  big  sta- 
tion wagons  any  more.  They  cost 
too  much,  and  they're  even  more 
costly  to  operate. 

These  are  just  some  of  the  more 
obvious  changes  that  the  deterio- 
ration of  America's  resource  posi- 
tion could  bring  about  in  the  next 
ten  yeqrs.  The  standard  of  living 
might  continue  to  rise,  but  the  rate 
of  gain  would  certainly  slow,  and 
things  are  sure  to  cost  more-in 
real  (uninflated)  terms.  People 
will  start  living  a  bit  closer  to  the 
chest,  pinching  dollars  if  not  pen- 
nies, making  lo  .ith  things  a  little 
longer.  Britain  sim- 

ilar  period    \vli<  in  ire   on 

which  it  depended  for  low-cost 
raw  materials  began  to  break  up, 
and    if    cultural    Ins  i    Brooks 
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Adams'  analysis  is  right,  some- 
thing like  that  may  have  also  hap- 
pened in  ancient  Rome. 

Since  we've  exhausted  most  of 
the  world's  low-cost  mineral  re- 
serves, what  remains  is  going  to 
cost  more  to  get  at.  But  we're  un- 
likely to  run  out:  After  all,  in  eco- 
nomic terms,  that  never  really  hap- 
pens. Somewhere,  price  sets  a  bal- 
ance between  supply  and  demand. 
"If  something  is  scarce,"  says  Har- 
vard economist  Hendrik  Houth- 
akker,  one  of  the  President's  chief 
economic  advisers,  "the  price  has 
to  go  up.  We  have  almost  unlim- 
ited supplies  of  copper  of  very  low 
grade.  If  the  price  were  $1  a 
pound,  say,  there  would  be  so 
much  available  it  would  put  a  ceil- 
ing on  the  market."  In  this  area  at 
least,  Adam  Smith,  not  John  May- 
nard  Keynes,  is  the  authority. 

The  price  rise  is  already  well  un- 
der way.  Even  at  its  present  cycli- 
cal low,  copper  sells  at  about  twice 
the  cyclical  low  of  a  decade  ago. 
The  price  of  coal  has  just  about 
doubled  over  the  past  three  years, 
the  price  of  residual  oil  has  risen 
more  than  60!?  in  the  past  year- 
far  exceeding  any  inflationary  ef- 
fect. In  the  past  two  years,  the 
price  of  electricity  has  risen  for 
the  first  time  in  more  than  44 
years;  and  David  Freeman,  head 
of  the  energy  section  of  the  Presi- 
dent's Office  of  Science  and  Tech- 
nology, wouldn't  be  surprised  to 
see   it   rise   30%   over   the   decade 
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ahead.  "Over  the  next  15  years," 
says  John  F.  O'Leary,  former  head 
of  the  Bureau  of  Mines,  "we  can  ex- 
pect roughly  a  doubling  of  the  real 
price  of  natural  gas  to  the  con- 
sumer. That's  big  news  because  the 


nomists  as  well— argue  that  the  pricing 
of  natural  gas  is  one  of  the  principal 
elements  in  solving  the  energy  supply 
problem.  They  claim  that  natural  gas 
has  been  priced  too  low,  and  that 
the  U.S.  is  now  going  to  have  to  pay 
something  like  its  true  cost. 

In  the  mid- Fifties  the  Supreme 
Court  ruled  that  the  wellhead  price 
of  natural  gas  sold  in  interstate  com- 
merce fell  under  Federal  Power  Com- 
mission jurisdiction.  The  FPC  felt 
that  its  obligation  was  to  keep  natural 
gas  prices  low  even  in  the  face  of  rising 
costs.  In  addition,  pipeline  companies 
undercut  prices  even  more  by  selling 
off-peak  gas  at  bargain  prices  in  order 
to  realize  scale  economies  in  gas  trans- 
portation. As  a  result,  demand  sky- 
rocketed, and  natural  gas  took  over 
much  of  the  market  from  coal  and 
oil.  How  could  it  fail  to?  On  the  Gulf 
(oast  even  today  oil  goes  for  $3.60  a 
barrel,  natural  gas  (on  an  equivalent 
BTU basis)  for  SI. 60. 

\s  rising  costs  began  pushing 
against  the  Federal  Power  Commis- 
sion price  ceiling,  investment  turned 
away    from    the    gas    industry.    Wli.it 


Oh,  Yeah?  Critics  charge  the  oil  industry  dominates  U.S.  foreign  pol- 
icy and  many  oilmen  are  sympathetic  to  Arab  aspirations,  but  that 
hasn't  won  the  Arabs  U.S.  backing  or  denied  Israel  these  fighter  planes. 


gas  was  discovered  moved  increas- 
ingly into  the  intrastate  market,  out- 
side the  FPC's  jurisdiction.  Gas  ex- 
ploration fell  of!  and,  since  oil  is  found 
in  conjunction  with  gas  maybe  25? 
of  the  time,  the  U.S.'  oil  reserves 
dwindled  as  well.  Equally  important, 
because  it  was  the  cheapest,  clean- 
est, least-polluting  fuel  available,  the 
gas  price  provided  a  ceiling  for  corn- 


price  has  been  going  down  ever 
since  we  kept  books.  But  we've  bot- 
tomed out  now,  and  it's  going  to 
start  up  and  start  up  sharply." 

Unfortunately,  these  cost  in- 
creases are  coining  at  a  time  when, 
quite  apart  from  inflation,  the  U.S. 
is  taking  on  the  burden  of  a  num- 
ber oj  other  increased  costs.  With 
much  of  the  railroad  industry  near 

bankruptcy,   consumers   are   going 

to  have  to  pay  something  like  the 
real  cost  of  transportation  for  the 
first  time  in  decades,  and  the)  are 
going  to  have  to  pa\  the  rising 
costs  of  cleaning  up  the  pollution 
their  consumption  has  treated  and 
pa\  for  having  squandered  for  dec- 
ades both  their  physical  and  capi- 
tal resources.  "The  consumer,"  as 
Gulf  Resources'  President  Robert 
Allen  puts  it,  "has  enjoyed  a  dis- 
counted price  on  almost  every- 
thing for  the  last  20  years."  But 
that  discount  is  now  gone  forever. 
In  fact,  Assistant  Secretary  of  the 
Treasury  Murray  L.  Weidenbaum 
believes  much  of  the  50?  growth 
he  foresees  in  the  gross  national 
product  in  the  next  five  years  will 
have  to  go  to  pollution  control 
rather  than  higher  living  standards. 
Worse  yet,  the  Government 
could  well  increase  the  burden  by 
taxing  energy  on  a  progressive  ba- 
sis, partly  to  conserve  resources 
and  partly  to  increase  revenues.  In 
time,  this  could  mean  a  gasoline 
price  as  high  as  Britain's,  that  is, 
80  cents  to  90  cents  a  gallon. 


Such  prices  will  inevitably  push 
the  consumer  toward  energy-con- 
suming devices  that  cost  less  to 
operate.  The  U.S.  motorist,  now 
keen  on  economy  cars,  has  already 
begun  to  get  the  idea,  and  soon  he 
may  get  it  in  airconditioners  and 
TV  sets  as  well.  "Energy,"  says 
Freeman,  "has  been  such  a  bar- 
gain that  there  has  never  been 
much  of  a  design  effort." 

"As  the  need  for  efficiency  be- 
gins to  motivate  investment,"  says 
O'Leary,  "we'll  be  able  to  do  more 
witb  less.  Instead  of  31%-efficient 
power  plants,  we'll  spend  the  mon- 
ey to  develop  a  70%-efficient  con- 
version technology.  It's  going  to  af- 
fect every  decision  you  make— the 
size  of  your  car,  whether  to  air- 
condition  your  house  or  maintain 
your  apartment  at  75  or  72.  Ener- 
gy's been  a  free  good  for  a  genera- 
tion, and  now  it's  going  to  cost." 

As  it  does,  those  bicycles  you 
see  in  growing  number  on  the 
streets  could  become  more  than  a 
faddish  form  of  exercise,  and  Con- 
gress could  begin  to  appropriate 
money  to  rebuild  our  shattered 
public  transportation  system,  if 
only  to  cut  down  the  amount  of 
energy  needed  to  take  men  to 
work.  Perhaps  even  compact 
houses  could  become  a  necessity  in 
order  to  save  raw  materials. 

In  short,  to  preserve  the  good 
life,  we're  probably  going  to  have 
to  change  some  of  our  ideas  of 
what  the  good  life  consists  of. 


petitive  fuels  like  residual  oil  and  coal. 

As  an  analogy,  imagine  a  shop- 
keeper who  lays  in  a  five-year  inven- 
tory at  relatively  low  prices.  The  gov- 
ernment insists  that  he  sell  his  stock 
at  a  modest  markup  from  cost  at  a 
time  when  costs  are  rising.  The  re- 
sult would  be  a  bargain  for  consumers 
—for  a  time.  But  with  his  selling  price 
fixed  below  replacement  cost,  the  shop- 
keeper couldn't  afford  to  reorder,  and 
in  time  his  suppliers  would  have  to 
stop  producing. 

Thus  the  natural  gas  price  struc- 
ture not  only  discouraged  oil  and  gas 
exploration— the  total  number  of  wells 
drilled,  for  example,  declined  nearly 
40?  in  a  decade— it  also  slowed  the 
development  of  both  the  coal  indus- 
try, whose  markets  natural  gas 
usurped,  and  the  newer  forms  and 
processes  of  energy  that  technology 
was  throwing  up— nuclear  power,  the 
gasification  and  liquefaction  of  coal, 
the  retorting  of  oil  shale. 

At  last,  however,  the  FPC  is  begin- 
ing  to  recognize  the  consequences  of 
its  policies,  and  Chairman  Nassikas  at 
least  seems  determined  these  days  to 
get  prices  up.  "If  it's  essential  that 
there  be  price  adjustments  to  reflect 
high  costs  and  intereompetitive  en- 
ergy markets,"  he  says,  with  bureau- 
cratic firmness,  "then  it's  essential  for 
the  Commission  to  do  what  needs  to 
be  done."  The  FPC  has  already  de- 
regulated small  gas  producers  entire- 
ly. In  May  it  okayed  a  substantial  in- 
crease in  prices  on  new  gas  for  the 
Texas  Gulf  Coast,  and  last  month  it 
approved  an  even  more  generous  in- 
crease for  Louisiana. 

But  it's  unlikely  that  even  these  in- 
creases, which  affect  only  a  fraction 
of  the  total  supply,  are  anything  like 
enough.  The  ceiling  on  a  new  gas  on 
the  Texas  Gulf  Coast  is  now  24  cents 
per  mcf  (thousand  cubic  feet).  But 
gas  sold  under  contracts  dated  be- 
tween 1961  and  1968  still  goes  for  18 
to  19  cents,  and  gas  under  contracts 
before  1961  for  only  15  cents. 
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"Gas  prices,"  says  the  chairman  of 
one  of  the  U.S.'  largest  oil  companies, 
"ought  to  be  deregulated  entirely,  so 
that  gas  could  find  its  own  markets 
and  its  own  competition.  Oil  and  gas 
have  been  consumed  at  prices  so  far 
below  their  replacement  cost  that  we 
have  now  reached  the  point  where 
they  are  no  longer  available  in  suffi- 
cient quantities.  We  need  higher 
prices.  But  the  oil  and  gas  industry  is 
really  one  and  the  same,  and  whether 
we  get  it  for  one  or  the  other  or  both 
makes  very  little  difference.  I  feel 
that  fuel  prices  are  going  to  rise  to 
the  level  of  the  highest  cost  fuel." 

That  provides  a  considerable  range. 
Cabot  Corp.  hopes  to  buy  Algerian 
LNG  (liquefied  natural  gas)  for  be- 
tween 68  cents  and  85  cents  a  million 
BTUs,  sell  it  for  pipeline  peaking  pur- 
poses for  well  over  $1.  By  contrast, 
natural  gas  sells  for  46  cents,  low- 
sulphur  residual  oil  for  75  cents,  coal 
for  maybe  78  cents.  In  this  case, 
Pennzoil  United's  Chairman  Hugh 
Liedtke,  for  one,  expects  gas  prices  to 
double.  On  the  Texas  Gulf  Coast  un- 
regulated intrastate  gas  now  goes  for 
nearly  twice  the  price  of  interstate  gas. 

Price  Panacea? 

Substantial  increases  in  gas  prices 
would  not  only  increase  the  U.S.'  gas 
reserves;  they  would  retard  the 
growth  in  demand  and  channel  nat- 
ural gas  into  its  most  high-valued  uses 
—home  heating,  for  instance,  rather 
than  boiler  fuel.  In  theory  at  least, 
such  an  increase  would  enable  coal 
and  nuclear  energy  to  compete  more 
effectively  in  the  utility  and  industrial 
markets,  trigger  an  increase  in  the 
price  of  domestic  crude,  improve  the 
returns  on  investment  and  so  stimulate 
exploration  and  development,  and 
bring  nearer  the  day  when  oil  shale 
and  synthetic  oil  and  gas  could  also 
become  competitive. 

"Prices  should  be  set,"  says  John 
Emerson,  Chase  Manhattan  energy 
economist,  "so  it  doesn't  matter  to  an 
operator  whether  he  finds  oil  or  gas. 
If  you  want  him  to  find  gas,  you  have 
to  provide  a  higher  return.  After  all, 
the  odds  against  finding  commercial 
oil  arc  40  to  1.  You  get  better  odds 
than  that  at  the  racetrack."  These 
days  the  U.S.'  major  discovery  pros- 
pects lie  in  the  Gulf  of  Mexico,  the 
Gulf  of  Alaska  and  the  East  Coast 
oil  shore— expensive  places  all,  both  for 
finding  oil  and  bringing  it  in. 

Under  these  circumstances,  why  not 
then  take  the  risk  of  depending  on 
foreign  oil  and  liquefied  natural  gas? 
Wouldn't  the  risks  seem  worth  tak- 
ing in  return  lor  the  lower  costs, 
for  industry  and  for  the  ulti- 
mate t.insumer? 

J  he  answer  is:  It's  not  that  simple. 
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Is  there  any  reason  to  believe  that, 
once  the  U.S.  is  firmly  dependent  on 
them,  the  oil-producing  countries  will 
fail  to  take  advantage  of  their 
strength?  Not  because  the  Arabs  and 
Latins  and  Asians  are  greedy  or  un- 
fair, but  because— as  Americans 
frequently  like  to  say— business  is  busi- 
ness. After  all,  the  underdeveloped 
nations  have  long  had  to  absorb  the 
U.S.'  and  Europe's  high  labor  costs 
when  they  purchased  manufactured 
goods.  Why  shouldn't  they  charge 
what  the  market  will  bear,  if  we  be- 
come as  dependent  on  their  energy  as 
once  they  were  on  our  manufactured 
goods?  If  that  happens,  the  question 
no  longer  is:  Will  energy  costs  go 
up?  It  becomes  instead:  Will  the  high- 
er costs  be  borne  in  foreign  exchange 
or  in  higher  U.S.  consumer  prices? 

Already  there  is  evidence  that  the 
oil-producing  nations  are  beginning  to 
realize  their  potential  power.  Last 
spring,  in  winning  large  price  increases 
from  the  oil  companies,  the  producing 
country  cartel  known  as  OPEC— the 
Organization  of  Petroleum  Exporting 
Countries— had  its  first  real  evidence 
of  the  power  it  could  wield  over  the 
consuming  countries:  Europe,  which 
is  almost  totally  dependent  on  Middle 
Eastern  oil,  will  soon  be  paying  $15 
billion  a  year  more  for  its  oil,  and 
there  is  no  reason  to  expect  the  price 
will  not  go  even  higher. 

The  game  could  become  even  more 
dangerous  than  that.  Libya,  for  in- 
stance, has  already  hinted  it  may  at- 
tempt to  keep  the  consuming  coun- 
tries captive— to  price  its  oil  just  low 
enough  to  make  it  impossible  for  them 
to  develop  other  forms  of  energy  on  a 
competitive  basis.  The  old  monopoly 
game:  Knock  the  competitors  out, 
then  charge  whatever  prices  the  mar- 
ket will  bear. 

Time  Is  Running 

Europe  is  probably  captive  already, 
but  the  U.S.,  with  its  abundant  re- 
serves of  alternative  if  higher-priced 
fuels,  still  has  the  option  of  remain- 
ing its  own  master— provided  it  is  will- 
ing to  pay  the  price.  But  wouldn't 
higher  prices  produce  a  windfall  profit 
for  the  oil  companies,  at  least  for 
those  with  large  proven  domestic  re- 
serves? It  might  for  a  time,  but  there 
are  worse  things  that  could  happen 
to  the  country  than  to  strengthen  the 
oil  industry.  In  the  long  run,  the  wind- 
fall would  vanish  before  the  huge  cost 
of  developing  new  reserves  and  alter- 
native sources  of  energy,  and  the 
ever-present  threat  of  increased  im- 
ports would  remain  a  weapon  against 
oil  company  greed. 

So  far.  Washington  has  refused  to 
take  the  energy  problem  seriously. 
The   Administration    still    claims    that 
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Final  Solution?  In  their  concern  ov\ 
the  hazards  of  nuclear  power,  the  roe 
ation  safety  extremists  have  at  least 
point.  In  1957,  Britain's  Windscale  rlj| 
actor  got  out  of  control  (right)  and  fori 
time  the  government  considered  eva, 
uating  the  county.  That,  Britain's  Atoi 
Energy  Authority  insisted,  could  i 
happen  again.  In  1969,  a  similar  in 
dent  knocked  out  the  reactor  at  Cfiapi 
cross;  a  year  ago  a  plutonium  facto 
at  Windscale  also  went  out  of  confr 
Coal  has  plenty  of  public  relafioi 
problems  as  well.  Once  augers  fil 
these  (below)  have  done  their  job  at 
strip  mine,  neither  the  land  nor  i 
landscape  will  ever  be  the  same.  Co 
men  boast  of  the  land  they  have  n 
claimed,  but  conservationists  maintai 
that  rarely  are  they  able  to  do  enoug 
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there  is  no  real  energy  shortage  im- 
pending, and  it  has  the  figures  to 
prove  it.  But  it  can  hardly  be  com- 
forting to  remember  that  much  of  the 
current  shortage  of  electric  power 
stems  from  the  failure  of  the  FPC  in 
its  celebrated  1964  National  Power 
Survey  to  foresee  the  unprecedented 
growth  in  demand  that  materialized 
in  the  late  Sixties. 

In  last  month's  energy  message  to 
Congress,  the  main  thrust  of  the  Pres- 
ident's recommendations  was  toward 
the  solution  of  the  problems  of  the 
Eighties  rather  than  those  of  the  Sev- 
enties—stepped up  research  on  coal 
gasification  and  the  development  of 
the  fast-breeder  reactor  as  the  princi- 
pal power  source  of  the  future.  The 
message  did  propose  more  research  on 
desulphurization,  did  recommend  put- 
ting lease  sales  of  federal  oil  and  gas 
properties  on  an  orderly  basis  and  did 
start  the  ball  rolling  for  an  oil  shale 
lease  program.  But  it  skirted  such 
critical  issues  as  the  natural  gas  price, 
the  import  control  program  and  the 
question  of  national  self-sufficiencies. 
Equally  important,  it  made  no  sugges- 
tions, tax  o!'  otherwise,  about  ways 
and  means  of  stimulating  the  develop- 
ment of  our  vast  reserves  of  conven- 
tional Fuels. 

At  this  point,  Congress  and  the  Ad- 


ministration are  inclined  to  treat  the 
energy  problem  as  they  did  the  rail- 
road problem  all  through  the  Sixties 
—study  it  to  death. 

Paying  the  Piper 

Make  no  mistake  about  it,  what- 
ever path  the  country  takes,  it  is  go- 
ing to  end  up  paying  much  higher 
prices  for  its  fuel  and  other  raw  ma- 
terials. In  copper,  nickel  and  similar 
minerals,  prices  will  inevitably  rise, 
no  matter  where  we  get  our  supplies 
from.  It's  not  simply  that  exploration 
is  more  difficult,  that  ore  grades  are 
lower,  and  that  labor  and  materials 
costs  are  going  up  all  the  time,  but 
that  capital  costs  are  soaring  as  well- 
new  copper  capacity  now  costs  $3,000 
a  ton,  vs.  $1,500  a  ton  25  years  ago— 
this  at  a  time  when  money  costs  are 
high  and  likely  to  remain  so. 

The  oil  situation  is  more  complicat- 
ed because  dependence  on  foreign 
sources  is  politically  and  economical- 
ly far  more  dangerous.  For  the  U.S. 
there  is  more  at  stake  than  whether 
the  oil  industry— or  copper  or  iron  ore 
or  whatever— is  or  is  not  making  too 
much  money.  The  unpleasant  truth 
is:  We've  lived  high  on  our  low-cost 
raw  materials.  Now  we  must  reach  in- 
to our  pockets  and  at  last  pay  the 
price  for  our  style  of  living.  ■ 


MT 

stands  for: 

Mortgage  Trust  of  America 

on  the  New  York  Stock  Exchange 

and  the  Pacific  Coast  Stock  Exchange 

where  its  shares  are  now  trading. 

Mortgage  Trust  of  America 
stands  for: 

A  nationwide  real  estate  investment  trust  specializing 
in  construction  and  development  lending  on  all  types  of  residential, 
commercial  and  industrial  projects.  Loan  commitments  now 
exceed  #180  million  in  eighteen  states.  Mortgage  Trust  of 
America,  141  Battery  Street,  San  Francisco,  California  94111. 
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TRANSAMERICA 

MORTGAGE 

ADVISORS.  INC 


An  Investment  Service  of 
Transamerica  Corporation! 
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Knock,  Knock 

Who's  there?  An  army  of  salespeople,  sell- 
ing more  and  more  products  in  the  home. 


To  escape  urban  sprawl,  U.S.  retail- 
ers began  their  great  exodus  to  the 
suburbs  and  outlying  shopping  cen- 
ters. And  what  happened?  First,  the 
tangle  of  traffic  at  the  parking  lot  en- 
trance. Then  endless  weaving  up  and 
down  the  parking  lot  aisles  to  find  an 
empty  spot.  The  quest  for  a  sales- 
clerk,  who  turns  out  to  be  an  indif- 
ferent, gum-chewing  girl  with  little 
else  on  her  "mind"  than  tonight's  date. 
Finally,  the  frustrating  explanation 
that  the  suburban  store  is  out  of  the 
item  you  want  and  it  will  have  to  be 
ordered  from  the  downtown  store. 

Time  for  a  new  trend?  It  could  be. 
Shoppers  are  opening  their  doors  wid- 
er these  days  to  in-home  salespeople. 
More  and  more  large  companies  are 
knocking  on  your  door. 

Yesterday's  peddler  is  as  much  a 
part  of  Americana  as  Sitting  Bull;  but 
unlike  Sitting  Bull,  the  peddler  is 
back  in  force.  Last  year  direct  sellers 
rang  up  over  $4  billion  in  sales. 
Those  are  only  the  companies  knock- 
ing on  doors:  They  do  not  include  di- 
rect mail  or  catalog  sellers,  for  in- 
stance. Though  a  respectable  busi- 
ness, direct  selling  pales  in  compari- 
son with  over  $365  billion  worth  of 
in-store  retailing.  Last  year  the  sales  of 
J.C.  Penney  alone  just  about  equaled 
the  sales  of  the  whole  direct-selling 
industry. 

But  growth  and  profits  are  some- 
thing else.  Precise  figures  are  not 
available,  but  overall,  the  industry  has 


Traded.  The  peddler  of  yore  is 
sfill  around,  but  he  now  shows 
his    wares    a    new    way    (right). 


just  about  doubled  its  sales  in  the  past 
five  years.  There's  no  question  that 
the  leading  five  publicly  owned  di- 
rect sellers  have. 

They  are:  New  York's  Avon  Prod- 
ucts (toiletries  and  costume  jewelry), 
Chicago's  Consolidated  Foods  (Elec- 
trolux  and  Fuller  Brush);  Los  An- 
geles' Dart  Industries  (Tupperware 
and  Vanda  Beauty  Counselors  cosmet- 
ics); New  York's  Grolier  (reference 
books);  and  Stanley  Home  Products 
of  Westfield,  Mass.  Last  year  their  di- 
rect sales  amounted  to  nearly  $1.6 
billion,  double  1965's  $800  million. 
And  in  1970  they  earned  nearly 
10.5%  after  taxes  on  their  combined 
sales  dollar. 

Such  growth  and  profitability 
would  seem  likely  to  attract  big  com- 
panies. It  has.  Consolidated  Foods 
acquired  Electrolux  and  Fuller  Brush 
in  1968;  now  it  is  doubling  Electro- 
lux'  sales  force.  Bristol-Myers  ($1  bil- 
lion sales)  and  General  Foods  ($2.2 
billion)  have  toes  in  the  door  with 
direct-selling  cosmetics  companies 
whose  sales  forces  and  market- 
ing areas  are  being  expanded  rapidly. 
And  smaller  companies  like  Faberge 
and  fiubbermaid  are  hopping  on  the 
direct-sales  bandwagon. 

Perhaps  the  most  ambitious  foray 
into  direct  selling  was  made  by  J.C. 
Penney.  It  has  trained  over  500  "dec- 
orator-consultants" to  sell  a  complete 
line  of  furnishings  in  the  home.  They 
operate  out  of  the  stores,  at  the  cus- 
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tomer's  invitation,  but  most  of  the  fur- 
nishings they  sell  are  not  available  in 
Penney  stores.  The  customer  learns  of 
this  service  through  advertising,  in 
the  store,  or,  more  often,  through  word  ' 
of  mouth.  Says  Charles  L.  Logan,  who 
has  headed  the  division  since  it  began 
ten  years  ago,  "It's  growing  rapidly. 
We're  in  most  of  the  major  markets 
now,  and  we'll  be  in  all  of  them 
xyithin  three  years." 

In  a  strategic  sense,  however,  com- 
panies like  Bristol-Myers  and  General 
Foods  have  not  invaded  direct  selling 
merely  to  grab  sales  away  from  such 
supersuccessful  marketers  as  Avon. 
They  are  there  because  they  suspect 
in-home  buying  may  be  the  wave  of 
the  future. 

Dr.  Ernest  J.  Dichter,  president  of 
the  Institute  for  Motivational  Re- 
search, put  it  this  way  to  Forbes: 
"Shopping  has  become  increasingly 
unpleasant,  what  with  the  crowds  and 
parking.  Then  when  you  get  to  the 
store,  you've  got  to  wait  in  line,  and 
the  salesman  is  either  not  available  or 
not  very  good  and  puts  you  in  an 
inferior  position.  When  he  comes  to 
your  house,  you  are  the  master.  I 
think  it's  a  new  form  of  impulse  buy- 
ing where  the  impulse  is  brought  to 
your  home." 

Come  In 

The  impulse  buying  is  further 
strengthened  by  concentration  on  a 
notably  impulsive  buying  group— to- 
day's young  married  generation.  "The 
younger  people  have  helped  in-home 
selling,"  says  J.  Robert  Brouse,  presi- 
dent of  the  Direct  Selling  Association. 
"Not  only  are  the  young  more  con- 
cerned with  then  loss  of  identity  in  a 
mass  market,  but  even  with  all  their 
education,  they  are  no  more  discreet  in 
their  spending.  In  fact,  the  older  you 
get,  the  more  cautious  you  are  in  buy- 
ing in  the  home." 

The  buying  impulse  is  also  encour- 
aged toward  merchandise  that  is  worth 
the  salesman's  time  to  sell.  The  big 
dairy  companies  abandoned  the  home 
delivery  of  milk  as  simply  too  costly 
for  a  low-markup,  volume  item.  Only 
one  of  the  great  food  chains— Chicago's 
Jewel  Cos.— still  runs  home  delivery 
routes;  and  they  make  up  an  ever- 
shrinking  percentage  of  Jewel's  busi- 
ness (currently,  only  5%  of  $1.6  bil- 
lion), despite  higher-than-store  prices 
of  home-delivered  goods  and  a  prod- 
uct mix  rich  in  high-markup  items. 

But  in  well-margined  items  like  cos- 
metics, toiletries,  encyclopedias  and 
specialty  housewares,  there's  no  tell- 
ing how  far  in-home  selling  can  go. 
And  there's  also  no  telling  how  many 
more  big  marketers  with  big  resources 
are  going  to  insist  on  dealing  them- 
selves into  the  game.  ■ 
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Computerized 
mating. 


Can  a  French  computer  mean 
happiness  for  a  German 
engineer  in  Argentina? 

Hitching  up  with  the 
right  pump  can 
be  a  risky 
proposition. 
Pick  the  wrong  I 
one  and  the 
honeymoon  is 
over.  No  mat- 
ter who  or 
where  you  are. 

So  to  make  your  job  easier, 
we  have  computerized  pump 
selection  on  a  French  com- 
puter. And  a  New  Jersey 
computer,  too. 

They  give  you  a  computer 
readout  in  less  than  a  day- 
with  a  detailed  description  of 
every  Worthington  pump  that 
you  could  use  for  the  job. 


And  since 
Worthington 
offers  the 
widest  pump 

this  service  is 
an  intemationa 
marketing 
innovation 


line  in  the  world,  that's  some 
selection. 

There's  a  lowest  priced  pump 
to  meet  job  specifications. 
And  a  more  efficient  pump 
that'll  do  better. 

Our  computer  even  quotes 
the  cost  of  every  pump  in  many 
different  currencies.  And  we'll 
do  this  all  free. 

It's  an  international  market- 
ing innovation  that  can  help 
you  do  a  better  job. 


And  a  better  job  is  what  all 
our  companies  are  helping 
you  with. 

You've  heard  of  Andy  Granatelli 
and  STP?  STP  is  a  Studebaker- 
Worthington  company.  So  is 
Gravely  Tractors.  Clarke  main- 
tenance equipment.  Masoneilan 
valves.  Onan  generators.  Electric 
Machinery,  motors  and  gener- 
ators. Tung-Sol  electrical  prod- 
ucts. Turbodyne  gas  turbines. 
U nitron  electronics.  Wagner 
^=gB===^  brakes.  Gamon- 
p.  SJ£,~ijL  Cal met  water 
meters.  And 
Worthington 
compressors, 
pumps  and  turbines* 

Next  time  you  need  our  kind 
of  help,  call  on  us. 

We're  a  lot  of  company.  To 
find  out  more,  send  the  card. 


*AII  SWI  products  can  be  financed  or  leased  through  our  financial  services  subsidiary,  Finserv  Corp. 


To:  Studebaker-Worthington  Inc.,  530  Fifth  Ave.,  New  York,  N.Y.  10036 

□  I'd  like  more  information  about  Worthington's  computerized  pump  selection  system. 

□  I'd  like  more  information  about  Studebaker-Worthington  and  its  companies. 

NAME 
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COMPANY, 
ADDRESS. 


CITY. 


.STATE. 


_ZIP_ 


Studebaker 
Worthington 
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Here's  How  The  lngersoll-1 
Generate  New  Ideas  To  Help! 
Close  The  16%  Productivity! 


new  ideas  in  Hand  Tools 
from  The  Proto  Tool  Company 


new  ideas  in  Eiectric  Tools 
from  Millers  Falls 


Teamwork  in  research.  Teamwork 
in  engineering.  Teamwork  to  help 
you  narrow  the  16%  productivity 
gap.  A  gap  caused  by  a  five-year 
rise  of  25%  in  labor  costs  and  a 
productivity  increase  of  only  9%. 

What's  unique  about  how  we 
help  industry  solve  this  problem? 
The  Ingersoll-Rand  Tool 
Companies  represent  the  only 
allied  tool  group  in  the  world  able 
to  supply  you  with  everything 
from  basic  hand  tools  and 
portable  power  tools  through 
automatic  production  systems. 
We  are  the  only  allied  group  of 
1  companies  whose  combined 
skills  are  supported 
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by  a  separate,  company-owned 
pure  research  facility.  Result: 
whatever  type  of  tool  you  order 
will  be  the  finest  quality  tool . . . 
right  for  every  job . . .  virtually 
custom-engineered  to  fit  your 
worker's  hand.  That  must  mean 
increased  man /tool  productivity! 

I-R  high-speed  air  grinders  were 
developed  this  way.  So  were  our 
Millers  Falls'  Shock-Proof  double- 
insulated  electric  tools.  The 
redesigned  line  of  Proto  hand 
tools.  And  l-R's  multiple-spindle 
automated  systems.  Just  a  few  of 
the  innovations  that  come  to  you 
from  The  Ingersoll-Rand  Tool 
Companies. 


This  useful  16-page  booklet,  "New 
Concepts  In  Man/Toolpower"  pro- 
vides actual  case  after  case  proving 
how  The  Ingersoll-Rand  Tool  Com- 
panies have  raised  productivity 
and  dollar  profits  in  plants  such 
as  yours.  One  example:  our  recom 
mended  tool  repairs,  changes  in 
tool  usage  and  tool  replacements 
for  a  Midwest  trailer  manufac- 
turer (name  on  request)  paid  for 
the  new  tooling  within  one  year, 
and  reduced  annual  payroll  costs  by 
$5,824!  Write  for  your  copy,  now. 
The  Ingersoll-Rand  Tool  Companies, 
11  Broadway,  New  York  City  10004. 
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new  ideas  in  Air  Tools 
from  Ingersoll-Rand 

new  ideas  in  Automated  Production  Systems 
from  Ingersoll-Rand 
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The  separate  Princeton  Research  Center— supporting  the  engineering 
efforts  of  The  Ingersoll-Rand  Tool  Companies  that  have  produced 
the  new  tooling  ideas  you  see  here. 
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The  Ingersoll-Rand  Tool  Companies 
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Asbestos 

It  helps  pipe  pour  on  the  pressure. 

Lives  and  property  can  depend  on  water  pressure  in  pipes  leading  to 
fire  hydrants  The  problem  with  old-style  pipe   it  corroded  inside, 
rusted  outside,  and  sometimes  burst  under  sustained  pressure. 
But  today,  with  the  help  of  asbestos-cement  pipe, 
firelmes  pour  on  the  pressure  indefinitely  and  never  rust  or  corrode 
Tough,  lightweight,  incombustible  asbestos  is  a  unique  material. 
Indispensable  for  hundreds  of  protective  uses  — in  industry,  in  homes 
and  public  buildings,  in  cars,  trucks,  trains,  ships  and  even  on  spacecraft 
Without  asbestos,  life  for  all  of  us  would  be  a  lot  more  hazardous. 
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ASBESTOS  INFORMATION  ASSOCIATION/North  America 


201  East  42nd  Street  •  New  York  10017 
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AIA/NAMembers:Certain-teed/Flintkote/GAF/johns.Manville/NationalGypSum/Panacon/Raybestos-Manhattan/WoodwardCorp. 


Whatever  Happened  to  Singer? 

In  trying  to  make  it  a  "great"  company,  Donald  Kircher  has  suc- 
ceeded only  in  making  it  big— and,  so  far,  not  very  profitable. 


Donald  P.  Kircher  was  a  golden  boy 
of  U.S.  industry.  Out  of  Columbia 
Law  School  in  1939,  he  quickly  made 
a  name  for  himself  as  a  lawyer  in  the 
corporate  reorganization  following  the 
celebrated  McKesson  &  Robbins  fraud 
case.  In  World  War  II  he  rose  from 
private  to  much-decorated  command- 
er of  a  tank  company  under  General 
George  S.  Patton.  Back  at  law  prac- 
tice in  New  York  after  the  war,  he 
was  invited  in  1948  to  join 
Singer  Co.,  one  of  his  firm's 
clients.  Just  ten  years  later, 
handsome  and  distinguished- 
looking  at  43.  Donald  Kircher 
became  Singer's  president  and 
chief  executive. 

It  was  a  glamorous  assign- 
ment. Forty  years  earlier  Sing- 
er had  ranked  among  the  20 
largest  IS.  companies.  But 
when  Kircher  took  over  in 
1958  it  was,  in  his  words,  "a 
\n\  sick  company."  Aggres- 
sive Japanese  and  Italian  com- 
panies, selling  sewing  ma- 
chines for  less  than  it  cost 
i  to  make  them,  cut  the 
company's  worldwide  market 
share  from  70S  to  under  30%, 
and  its  profit  margin  to  less 
than  3*.  Its  1958  sales  ol  $  I  »7 
million,  virtually  all  in  sew- 
ing machines,  were  not  enough 
to  rank  it  among  even  the  top 
100  companies. 

Again  Kircher  looked  beau- 
tiful. Within  a  few  years  Sing- 
er regained  enough  market 
share,  and  lopped  oft  enough 
corporate  fat,  to  begin  netting 
acceptable  profits  again  on 
sewing  machines.  He  started 
diversifying  away  from  th.it 
uncertain  market;  the  first  ma- 
jor move  was  buying,  in  1963, 
Friden.  Inc.,  the  calculating 
machine  company  based  in  San 
Leandro,  Calif. 

By  1964,  after  six  years  in  office. 
Don  Kircher  had  more  than  doubled 
sales  to  $896  million,  more  than  tri- 
pled profits  to  $4.19  per  share  and 
lifted  the  price  of  Singer  common  from 
around  16  to  over  100  (see  table,  p. 
33).  Buoyed  by  his  continued  success, 
Kircher  told  Forbes  late  that  year:  "A 
man  with  ability  and  the  desire  to  ac- 
complish something  can  do  anything." 

Or  had  Kircher  simply  been  lucky? 
In  his  second  half-dozen  years  as 
CEO,  from  1964  to  1970,  Singer  and 
Kircher  bogged  down.  Not  sales:  They 
more  than  doubled  once  again,  to  just 


over  $2.1  billion,  thanks  in  large  part 
to  the  acquisition  of  General  Precision 
Equipment  Corp.  in  1968.  But  profits 
were  another  story.  Along  with  the  vol- 
ume growth  came  a  discouraging  se- 
ries of  operating  setbacks  and  false 
starts,  plus  heavy  debt,  massive  equity 
dilution  and  an  extremely  high  rate 
of  executive  turnover. 

Result:  During  Kircher's  second  six 
years    at    the    controls,    Singer's    per- 


Kircher  of  Singer 

share  earnings  have  barely  budged, 
from  1964's  $4.19  to  $4.25  in  1970. 
To  be  sure,  1970  was  a  recession  year. 
But  even  in  1969,  when  it  earned  a 
record  $4.85,  Singer's  profits  were 
only  16%  above  1964's,  despite  more 
than  doubled  sales. 

Singer,  in  short,  is  more  than  just  a 
victim  of  the  1970-71  recession.  With 
the  Friden  division  facing  a  projected 
$10-million  loss  in  1971  and  laying 
off  some  25%  of  its  San  Leandro  head- 
quarters employees,  there  is  scant 
hope  for  quick  improvement.  Singer 
common  sold  recently  at  around  70, 


or  well  below  its  1964  low  of  79%. 
Oddly  enough,  Singer's  poor  rec- 
ord since  the  mid-Sixties  did  not  elicit 
a  single  angry  complaint  from  stock- 
holders at  its  recent  annual  meeting 
in  New  York's  Waldorf  Astoria.  Per- 
haps they  were  impressed  by  Kircher's 
calm,  almost  regal  bearing  as  he  pa- 
tiently answered  their  most  trivial 
questions  and  commanded  high-rank- 
ing executives  to  attend  their  smallest 
wants.  Or  perhaps  they  were 
reassured  by  Kircher's  frank- 
ness when  he  told  them  that 
although  things  had  been 
tough  before,  they  would  be 
better,  much  better,  soon. 

To  them,  Kircher,  now  56, 
was  still  the  golden  boy. 

In  the  corporate  world, 
however,  and  among  investors, 
the  image  is  tarnished.  Badly 
so.  For  Singer,  if  no  longer 
sick,  is  hardly  restored  to  its 
onetime  industrial  glory. 

Yet  Kircher  quite  specifically 
had  promised  to  restore  it.  As 
he  puts  it:  "This  was  a  great 
company  once,  one  of  the  larg- 
est in  America,  but  by  the  late 
Fifties  it  had  enormously  lost 
position.  It  was  out  of  char- 
acter for  Singer  simply  to  be 
one  among  many  smaller  com- 
panies. My  job  lias  been  that 
of  restoring  the  greatness  of 
this  enterprise." 

He  talked  about  "building 
three  legs"  at  Singer:  1)  The 
sewing  machines  and  related 
products  that  are  sold  through 
its  worldwide  network  of 
5,000  Singer  Sewing  Centers; 
2)  Friden  and  its  expanding 
line  of  office  and  data  process- 
ing equipment;  3)  General 
Precision  with  its  varied  mix  of 
electronics  and  controls  prod- 
ucts for  defense  and  industrial 
customers.  His  aim  was  to  di- 
minish the  importance  of  Singer's  tra- 
ditional sewing  machine  business  and 
add  advanced  technology  products. 
The  way  to  build  a  great  company  in 
the  latter  half  of  the  20th  century, 
Kircher  says,  is  to  emphasize  products 
in  emerging  fields  of  technology. 

Now  the  legs  are  in  place,  Kircher 
adds.  He  plans  no  more  major  acqui- 
sitions. But  so  far,  Singer's  moves 
have  brought  mostly  grief. 

Grief  in  the  form  of  massive  equity 
dilution,  for  one  thing.  To  acquire 
Friden,  for  example,  Singer  issued 
2.2  million  common  shares.  To  land 
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MDTS  could  remake  retailing 

General  Precision,  it  issued  another 
2.9  million,  plus  2  million  shares  of 
a  new  convertible  preferred.  All  told, 
in  making  20  acquisitions  for  stock 
since  1962,  Kircher  has  almost  dou- 
bled Singer's  outstanding  common 
shares,  to  15.4  million,  and  has  also 
created  three  classes  of  convertible 
preferred  that  could  add  another  3.5 
million.  Singer's  net  income 

has  risen  t  1964  (from  $46.5 

million  to  $'  illion),  its  earnings 

per   share   wen         itered   down   to   a 
1.4%  increase  over  the  same  period. 
Grief,  too,  in  thi    form  of  burden- 


some debt.  From  1964  through  1970, 
Singer's  long-term  debt  had  risen  five- 
fold to  $265.7  million,  while  its  short- 
term  borrowings  more  than  doubled  to 
$257.5  million.  As  a  result,  its  interest 
costs  have  quintupled  to  $55.8  mil- 
lion, or  the  pretax  equivalent  of  $3.67 
per  share  of  common  stock. 

As  profits  have  failed  to  match 
sales  growth,  Singer  has  become  a  re- 
volving door  for  high-level  executives. 
Many  have  found  Kircher  a  difficult, 
often  finicky  boss.  They  describe  him 
as  frosty,  stiff,  hard-to-know.  Only  a 
few  are  bold  enough  to  address  him 
by  his  first  name.  Men  at  the  vice 
presidential  level  seldom  see  him,  ex- 
cept for  those  at  New  York  headquar- 
ters who  are  expected  to  lunch  with 
him  in  the  executive  dining  room.  A 
former  Friden  executive  recalls  only 
one  perfunctory  Kircher  visit  to  the 
division's  California  headquarters  in 
four  years. 

When  they  saw  him,  they  could 
often  expect  a  sudden  invitation  to 
take  their  talents  elsewhere.  Of  31 
vice  presidents  on  the  payroll  when 
1969  began,  only  16  are  still  around 
today.  The  most  notable  departure  oc- 
curred late  last  year  when  43-year-old 
executive  vice  president  Alfred  di 
Scipio  suddenly  left,  as  Kircher  de- 
scribes it,  "by  mutual  agreement."  Di 
Scipio  had  enjoyed  such  conspicuous 
success  as  head  of  the  big  North  At- 
lantic Consumer  Products  Group, 
which  includes  most  of  Singer's  $1.1 
billion  in  sewing  machine  and  other 
consumer  product  sales,  that  Business 
Week  in  1969  had  labeled  him  as 
Kircher's  logical  successor.  Di  Scipio, 
now  executive  vice  president  of  Film- 
ways,  Inc.,  had  opposed  the  General 
Precision  acquisition  as  well  as  Kirch- 
er's emphasis  on  advanced  technol- 
ogy businesses. 

Who's  in  Charge? 

The  Friden  division  is  Singer's  most 
troublesome,  though  its  sales  of  $240 
million  are  only  some  10%  of  the 
company's  total.  Friden  has  had  three 
different  bosses  in  the  last  three  years. 
The  latest  to  leave  was  Robert  J. 
Campbell,  known  just  a  year  ago  along 
the  corridors  at  Singer's  Manhattan 
headquarters  as  "Rapid  Robert"  for 
the  speed  at  which  he  seemed  to  be 
achieving  executive  prominence.  In 
April  1970,  while  he  was  in  the  midst 
of  a  forced-draft  of  a  program  to  in- 
troduce 15  new  products  in  15 
months  at  Friden,  Campbell  had  also 
announced  a  new  office  copier.  Sing- 
er, he  declared,  would  take  over  the 
No.  Two  spot  in  that  market  behind 
Xerox.  Eight  months  later,  its  new 
machine  plagued  by  mechanical  fail- 
ures, Singer  suddenly  announced  it 
was  abandoning  the  copier  market.  A 


day  or  two  later  Campbell  was  gone. 

He  has  been  replaced  as  president 
of  the  Friden  division  by  47-year-old 
Richard  O.  Baily,  a  marketing  expert 
and  former  group  vice  president  at 
Burroughs  Corp.  To  backstop  Baily 
with  manufacturing  knowhow,  Kirch- 
er also  brought  in  Donal  B.  Duncan  as 
vice-president  of  Singer's  Information 
Systems  Group  (mostly  Friden)  and 
Baily's  boss.  Duncan,  formerly  with 
•Litton  Industries,  earned  the  group 
vice  presidency  by  successfully  turn- 
ing around  General  Precision's  money- 
losing  Kearfott  division. 

"I  think  we've  got  the  right  team  in 
place  now,"  says  Kircher,  echoing  sim- 
ilar expressions  of  confidence  when 
Campbell  took  over  at  Friden  in  1969. 
"You  have  to  ask  yourself,"  says 
one  former  high-ranking  executive, 
"whether  the  photocopier  fiasco  is  an 
isolated  case.  I  think  that  such  prob- 
lems came  part  and  parcel  with  the 
company's  move  into  the  more  com- 
plex, more  competitive  advanced  tech- 
nology fields." 

Trouble  from  the  East 

Friden's  troubles  started  in  the  mid- 
Sixties.  Along  with  the  rest  of  the  U.S. 
calculator  industry— including  SCM 
Corp.,  Litton's  Monroe  division,  Under- 
wood-Olivetti and  Victor  Comptome- 
ter—Friden  was  caught  napping  by 
the  Japanese.  Using  American-made 
circuitry,  Japanese  manufacturers 
barged  into  the  market  with  electron- 
ic calculators  that  were  smaller, 
cheaper  and  easier  to  maintain  than 
the  U.S.  companies'  mechanical  calcu- 
lators. Friden  attempted  to  counter 
with  its  own  electronic  machine,  but 
concentrated  on  elaborate  models  that 
could  calculate  square  roots,  handle 
floating  decimals,  round  off  numbers 
and  store  information  in  self-contained 
memory  units.  The  Japanese,  featur- 
ing machines  with  less  expensive  dis- 
play units  and  only  the  four  basic 
arithmetic  functions  (adding,  sub- 
tracting, multiplying  and  dividing), 
ran  off  with  70%  of  the  market,  com- 
pared with  next  to  nothing  ten  years 
earlier.  It  was  a  body  blow  to  Fri- 
den, which  had  to  rebuild  from  prod- 
uct line  to  sales  force. 

As  the  Japanese  ran  away  with  the 
calculator  market,  Friden  pushed 
ahead  with  a  number  of  new  prod- 
ucts, including  a  small  general-pur- 
pose computer  and  a  computer-based 
transaction  recording  system  for  re- 
tailers. Early  in  1969  its  boss,  Alan  VV. 
Drew,  was  replaced  by  Robert  Camp- 
bell, who  had  been  running  General 
Precision's  Link  division. 

Campbell  cranked  up  his  ambitious 
one-a-month  product  introduction  pro- 
gram. Some  of  the  introductions  were 
premature,  including  the  ill-fated  cop- 
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ier  that  was  written  off  at  a  cost  of  $3 
million.  The  two  most  important  still 
survive,  though  at  great  cost  so  far— 
the  small  computer  known  as  the  Sys- 
tem Ten,  and  the  data  processing  sys- 
tem for  retailers,  known  as  the  MDTS 
(for  modular  data  transaction  system) . 

The  System  Ten  is  a  satellite  com- 
puter designed  to  screen  and  process 
information  at  a  number  of  on-site  lo- 
cations, and  feed  some  data  on  to  a 
larger  computer  if  necessary.  The 
MDTS  consists  of  a  number  of  cash- 
register-like  terminals  in  a  retail  store, 
linked  to  one  or  more  System  Ten 
computers  that  might  in  turn  be  linked 
to  a  large  central  computer. 

The  System  Ten  is  a  fairly  close 
competitor  of  IBM's  System  3  com- 
puter, while  the  MDTS  puts  Singer 
on  a  collision  course  with  NCR.  NCR 
does  not  yet  have  its  system  in  actual 
use,  but  nonetheless  it  battled  Singer 
down  to  the  wire  for  a  large  order 
that  Sears,  Roebuck  placed  in  mid- 
June.  Singer  got  a  five-year,  $50- 
million-plus  piece  of  the  order.  NCR 
may  get  a  piece  too,  but  Singer  figures 
it  has  a  full  year's  lead. 

Both  Singer  products  have  consid- 
erable promise,  despite  the  stifl  com- 
petition, but  "promise"  does  not  help 
the  income  statement.  Friden  missed 
its  1970  sales  projections  by  what 
Donal  Duncan  concedes  is  "a  very 
large  margin.'  both  in  these  newer 
lines  and  in  its  traditional  office  prod- 
ucts. The  division's  sales  fell  from 
$243  million  to  $241  million.  With 
startup  costs  soaring  from  Campbell's 
forced-draft  product  introductions, 
plus  soft  prices  in  calculators,  Friden 
dropped  from  a  S7.8-million  profit  in 
1969  to  a  $900,000  loss  in  1070,  and 
Kircher  now  expects  Friden  to  lose 
some  $10  million  for  1971. 

The  order  from  Sears  is  a  step  in  the 
right  direction,  even  if  it  is  split  be- 
tween Friden  and  NCR.  So  far  a  few 
hundred  Svstem  Ten  computers,  at 
$60,000-$  100,000,  have  been  sold.  In 
that  market  the  big  obstacle  is  IBM's 
massive  sales  and  service  organization. 
Much  of  the  expense  Friden  is  in- 
curring right  now  is  to  hire  and  train 
a  whole  new  sales  and  service  force, 
since  its  calculator  sales  group  simply 
is  not  equipped  to  handle  its  more 
complex  new  products. 

No  End  of  Troubles 

Much  depends  on  whether  the  prof- 
it drain  at  Friden  can  be  plugged 
fairly  soon.  Yet  Singer's  other  busi- 
nesses have  not  exactly  been  trouble- 
free  in  recent  years  either.  Right  now 
Singer's  sewing  machine  business  and 
its  5,000  sewing  centers  (3,600  are 
outside  the  U.S.)  earn  fairly  good 
profits,  thanks  to  excellent  promotion 
( Singer-sponsored      sewing      courses, 


A  Dozen  Years  of  Donald  Kircher 

, The 

First  Half-Dozen- — 

The  Second  Half  Dozen  — 

1958 

1964 

%  Change 

1964 

1970 

%    Change 

Sales  ($  Mil.) 

$361.9 

$896.2 

147.6% 

$896.2 

$2125.1 

137.1% 

Net  Income  ($  Mil.) 

10.8 

46.5 

330.6 

46.5 

75.1 

61.5 

Earnings  Per  Share 

1.21 

4.19 

246.3 

4.19 

4.25 

1.4 

Stock  Price-High 

24% 

1003/4 

305.0 

1003/4 

853/4 

-14.9 

Stock  Price-Low 

16»/2 

79% 

381.1 

793/8 

53>/4 

-32.9 

Common  Dividend 

1.10 

2.00 

81.8 

2.00 

2.40 

20.0 

Book  Value  Per  Share 

26.90 

38.44 

42.9 

38.44 

40.05 

4.2 

Long-Term  Debt  ($  Mil.) 

31.9 

48.4 

51.7 

48.4 

265.7 

449.0 

Interest  Expense  ($  Mil.) 

1.1 

11.6 

954.5 

11.6 

55.8 

381.0 

Return  on  Capital 

4.1 

10.0 

143.9 

10.0 

8.6 

-14.0 

•Current  Price:  72% 

dressmaking  contests,  etc.)  and  the 
current  home-sewing  boom  in  the  U.S. 
(Forbes,  Apr.  15).  But  even  this  con- 
sumer products  group  has  had  its 
share  of  recent  setbacks  and  false 
starts.  It  acquired  a  sizable  appliance 
factory  in  Italy  a  few  years  ago  that 
has  had  disappointing  profits  and  oth- 
er problems  and  is  up  for  sale.  A 
write-off  ol  receivables  at  a  newly 
acquired  French  subsidiary  virtually 
wiped  out  Singer's  profits  from  its 
expanding  European  mail-order  busi- 
ness last  year.  In  Europe  as  a  whole, 
profits  of  the  consumer  products 
group  declined  for  1970. 

In  the  early  Sixties,  when  the 
group  was  taken  over  by  the  now- 
departed  Alfred  di  Scipio,  Singer  be- 
lieved  that  other  appliances,  including 
TV  sets,  stereos,  refrigerators  and  the 
like,  could  logically  be  sold  through 
the  company's  worldwide  network  of 
sewing  centers.  Today  di  Scipio's  suc- 
cessor, George  W.  Schmidt,  who  was 
brought  in  three  years  ago  from  Al- 
lans Department  Stores,  is  busy  com- 
pleting the  job  of  withdrawing  these 
other  appliances  from  most  of  the 
sewing  centers. 

"Related  to  this  false  start  was  the 
1966  acquisition  of  KLH,  Inc.,  a  small 
maker  of  stereo  and  hi-fi  equipment, 
whose  products  could  be  sold  through 
the  sewing  centers.  Within  a  short 
time  after  the  acquisition,  however, 
all  three  of  KLH's  founder/ managers 
had  left  for  greener  pastures  (Forbes, 
July  15)  and  its  sales,  growth  and 
profits  bogged  down. 

Another  false  start:  In  the  early 
Sixties  Singer  launched  a  major  push 
to  build  sewing  machine  sales  in  the 
Far  East,  Africa  and  Latin  America,  of- 
fering easy  credit  terms  as  bait  for 
customers.  The  result  was  hefty  sales 
gains,  but  also  a  staggering  total  of 
credit  losses.  To  its  sorrow,  Singer 
learned  that  customers  in  those  parts 
of  the  world  apparently  were  not 
ready  for  the  same  kind  of  credit  rev- 
olution that  overtook  U.S.  retailing 
in  the  Sixties.  Kircher  himself  had  to 
step  in  and  take  command  of  the  mop- 
up  operation  that  followed. 


Nor  has  the  General  Precision  Equip- 
ment acquisition,  which  at  first  was 
vigorously  opposed  in  the  courts  by 
GPE's  nervous  management,  been  a 
bed  of  roses.  Kircher  was  mainly  in- 
terested in  acquiring  GPE's  technolog- 
ical expertise.  But  along  with  it  he 
also  got  a  pile  of  persistent  headaches. 

Not  only  were  GPE's  earnings  in 
decline  when  Singer  bought  it,  GPE's 
Kearfott  division,  with  around  $150 
million  in  sales  of  inertial  guidance 
systems  and  other  electronic  gear  to 
the  military,  continued  to  lose  money 
for  the  first  year  or  so  it  was  under 
Singer's  wing.  Another  defense-orient- 
ed division,  Librascope,  with  around 
$35  million  in  sales  concentrated 
heavily  in  antisubmarine  warfare 
weapons  control  systems,  has  been 
hurt  by  cutbacks  in  submarine  con- 
struction and  also  by  an  unsuccessful 
venture  into  computer  memories.  A 
third  GPE  division,  Link  Aircraft,  mak- 
ers of  the  well-known  Link  trainer,  has 
gotten  burned  on  a  major  contract  to 
supply  flight  simulators  for  the  F-lll 
fighter  program.  At  best,  profit  mar- 
gins in  Singer's  aerospace  and  marine 
systems  group,  which  is  mostly  made 
up  of  former  GPE  operations,  are 
extremely  narrow. 

For  the  immediate  future,  Kircher 
is  banking  on  a  continued  cash  flow 
from  the  sewing  centers,  and,  for  the 
longer-term  future,  on  Friden's  Sys- 
tem Ten  and  MDTS.  Kircher  himself, 
at  56,  is  as  confident  as  ever. 

"What  we've  done  over  the  last  six 
years  will  have  more  effect  for  good 
than  anything  we  did  in  the  earlier 
period,  when  we  saved  a  very  sick 
company,"  he  says.  "We've  made  ma- 
jor decisions  and  major  investments, 
and  a  man  would  be  a  fool  to  think 
that  the  payoff  was  going  to  be  short 
term.  For  the  first  time  that  I  can  re- 
member, I  am  not  worried  about  any 
single  major  area  of  this  enterprise." 

He  could  be  right,  but  as  things 
now  stand,  Kircher  has  only  made 
Singer  a  big  company;  he  hasn't 
made  it  a  great  company.  So  far,  the 
golden  boy  hasn't  shown  much  of  a 
Midas  touch.   ■ 
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A  Simple  Form  of  Affluence 

Cut  prices  and  frills,  and  what  do  you  have?  A  product  for  low  incomes?  Not 
necessarily.  Club  Mediterranee  has  proved  that  this  formula  appeals  to  the  affluent. 


Club  Mediterranee's  performance 
in  this  year's  tourism  recession  suggests 
that  this  offbeat,  slightly  sexy  and  rel- 
atively inexpensive  resort  chain  may 
well  be  the  wave  of  the  future.  While 
some  five  Puerto  Rican  hotels  have 
closed  and  the  ailing  airlines  have 
blundered  into  a  price  war,  reserva- 
tions at  Le  Club's  64  resorts  from 
Romania  to  Tahiti  increased  30%. 

People  familiar  with  the  Paris-based 
company  have  come  to  expect  such 
unexpected  success.  Le  Club  is  still 
relatively  small.  But  since  1966,  when 
its  stock  was  listed  on  the  Paris  ex- 
change, its  profits  and  sales  have  risen 


The  Life  Style  at  Le  Club  is 
so  appealing  that  guests 
have  been  known  to  stay  on 
permanently  as  staff  members. 


sharply-to  a  1970  net  of  $1.6  million 
on  revenues  of  $56  million.  But  this 
year  sales  should  easily  top  $70  million. 
No  end  is  in  sight. 

Le  Club  has  prospered  precisely 
because  it  breaks  every  rule  in  the 
book.  While  competitors  bend  back- 
ward to  pamper  guests,  Le  Club's  1 
million  members  must  pay  average 
annual  dues  of  $10  just  for  the  right 
to  go  to  the  resorts.  Furthermore,  Le 
Club's  sports-oriented  villages  are  iso- 
lated from  other  hotels  and  even 
towns;  its  sparse  rooms  lack  radios 
and  phones  and  must  sometimes  be 
shared  with  strangers,  and  such  frills 
as  room  service  and  menu  selection 
are  unheard  of— everybody  eats  the 
same  thing  at  roughly  the  same  time. 

What  Mediterranee  sells  is  low 
prices  and  informality.  However,  the 
low  price— and  this  is  important— is  not 
necessarily  the  chief  attraction.  Le 
Club  is  selling  that  to  people  who 
could  afford  more  luxurious  vacations. 
Interestingly,  Le  Club  claims  it  is  not 
attracting  bargain-hunting  vacationers, 
but  rather  professional  people  of  all 
ages  who  appreciate  the  low  prices 
but  especially  like  the  informality.  In 
short,  Le  Club  is  right  in  tune  with 
today's  emphasis  on  open  collars,  no 
bras,  social  equality  and  the  return  to 
at  least  a  semblance  of  nature.  For 
just  $75  to  $160  over  discounted  air 
fares,  Le  Club  sells  seven  days  of  ski- 
ing in  Switzerland,  swimming  in  Aca- 
pulco,  going  "native"  in  Tahiti  or 
sailing  on  the  Nile. 

Trouble  in  Paradise? 

If,  for  the  twin  reasons  of  low  cost 
and  informality,  Le  Club  is  indeed  the 
vacation  wave  of  the  future,  it  spells 
bad  news  for  a  good  deal  of  very  big 
money.  It  suggests  that  even  the  new- 
est multimillion-dollar  pleasure  domes, 
like  Lum's  Caesars  Palace  in  Las  Ve- 
gas and  Eastern  Air  Lines  Dorado 
Beach  Hotel  in  Puerto  Rico,  may  soon 
become  anachronisms. 

John  Youngman,  who  is  mapping 
Le  Club's  Western  Hemisphere  ex- 
pansion, thinks  so:  "People  here  don't 
want  the  phony,  spoon-fed  luxury  of 
an  expensive  hotel.  But  those  hotels 
have  to  add  frills  to  justify  their  high 
room  rates.  It's  a  vicious  circle.  The 
elaborate  Puerto  Rican  hotels  that 
folded  this  year  started  going  broke 
from  the  day  their  architects  finished 
the  plans." 

Mediterranee  established  its  no- 
frillosophy  at  the  beg.nning  of  1950, 
when  a  onetime  Belgian  diamond-cut- 


ter named  Gerard  Blitz  set  up  a  camp 
in  Majorca,  Spain,  catering  to  a  flock 
of  vacation-starved  Parisians.  From 
that  camp  of  200  tents,  Le  Club 
branched  into  grass  huts  and  lately 
into  $6-million  ocean-front  villages. 
But  Le  Club's  prefabricated  rooms 
still  cost  only  around  $13,000  to  build, 
compared  with  $20,000  for  a  conven- 
tional resort. 

The  staff  is  still  modest,  too.  While 
some  luxury  hotels  employ  three 
workers  per  guest,  an  average  600- 
room  Club  resort  is  run  by  a  band  of 
200.  With  economies  like  that,  it's 
easy  for  Le  Club  to  throw  in  all  the 
wine  you  can  drink  with  meals,  and 
sports  ranging  from  scuba  diving  to 
horseback  riding  and  skiing. 

That  bare-bones  approach  has  also 
allowed  Le  Club  to  take  over  some 
old  white  elephants,  mainly  huge  Eu- 
ropean ski  lodges,  and  operate  them 
profitably.  Renovation  is  largely  ig- 
nored, beyond  painting  and  ripping 
out  the  phones.  "We  don't  change 
room  sizes,"  says  Youngman,  "though 
all  our  members  pay  exactly  the 
same.  It's  pot  luck.  One  time  you  may 
get  the  suite  once  reserved  for  the 
Czar  of  Russia.  The  next  time  you  get 
his  maid's  room." 

Even  new  members  seem  willing  to 
accept  such  pot-luck  informality.  In- 
deed, that  thoroughly  relaxed  atmos- 
phere is  at  the  root  of  Le  Club's 
success.  "In  a  man's  everyday  life," 
says  Youngman,  "he  is  part  of  a 
complicated  pecking  order.  Our  re- 
sorts have  none  of  that.  Everybody 
is  equal.  Our  staff  even  eats  with  the 
guests,  and  of  course  tipping  is  strict- 
ly prohibited." 

How  far  Le  Club's  simplified  con- 
cept will  carry  it  is  anyone's  guess. 
However,  its  major  stockholders, 
who  include  Baron  Edmond  de  Roth- 
schild, la  Banque  de  Paris  et  des  Pays 
Bas,  the  Bronfman  whiskey  family  and 
American  Express,  seem  determined 
to  find  out,  primarily  by  concentrating 
on  the  rich  North  American  market.  So 
far,  Le  Club's  five  Western  Hemis- 
phere resorts  (one  in  Acapulco,  two 
each  in  Tahiti  and  in  the  Caribbean) 
provide  under  10'!  of  revenues.  "But  in 
ten  years  or  so,"  says  Youngman,  "we 
could  be  as  big  here  as  we  are  in  Eu- 
rope. Why?  Because  Americans  have 
the  right  spirit  for  Le  Club." 

That's  modern  marketing  for  you. 
Sometimes  you  have  to  give  the  cus- 
tomer a  simpler  product  for  him  to 
appreciate  it  more.  Volkswagen  has 
proved  it.  Now,  so  has  Le  Club.  ■    * 
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FOR  A  TOTAL  COST  OF  $3500* 
no  interest  or  carrying  charges 


Carve  yourself  a  corner  ol  the  Old  Southwest  in  colorful  Colorado 

A  newly  opened  section  of  Sangre  de  Cristo  Ranches  presents  a  great  opportunity 
to  invest  in  choice  land  while  low  prices  are  still  in  effect 


COLORADO    -   AMERICAS    NEWEST   YEAR-ROUND    PLAYGROUND: 

Attraction  for  attraction,  no  other  spot  can  match  the  Colorado  Rockies. 
It's  all  here:  breathtaking  scenery  .  .  .  mild,  invigorating  climate  .  .  . 
pure  air  that's  a  joy  to  breathe  .  .  .  mountains  alive  with  game,.  .  .  streams 
leaping  with  trout  . .  .  wildlife  that's  still  wild  .  .  .  towns  that  combine  the 
spirit  of  the  Old  West  with  the  vigor  of  the  new  Southwest  .  .  .  and  mile 
after  mile  of  land  seemingly  untouched  by  man.  Yet  all  within  range  of 
towns,  cities  and  resorts  that  are  playgrounds  of  the  West. 

In  the  midst  of  this  area,  just  200  miles  south  of  Denver,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  for  sale  five-acre  ranches  for  homes, 
vacations,  recreation,  retirement,  or  simply  to  hold  for  investment  pur- 
poses. Five  acres  is  the  minimum  permissible  size  per  ranch,  and  each 
ranch  is  guaranteed  to  be  five  acres  or  larger. 

THE  LAND  BEING  SOLD  IS  A  SUBDIVISION  OF  THE  FAMOUS  FORBES 
TRINCHERA  RANCH.  Part  of  an  original  Spanish  land  grant,  the  Trin- 
chera  is  one  of  the  oldest  of  the  big  ranches  in  America.  It  also  ranks 
as  one  of  the  best  known  hunting  preserves  for  deer,  elk,  game  birds 
and  other  wildlife.  Owned  by  Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, the  Trinchera  covers  260  square  miles  of  southern  Colorado. 

The  subdivision  lies  at  about  the  halfway  point  between  Denver  and 
Albuquerque,  just  three  miles  south  of  the  intersection  of  Colorado  High- 
way 159  (the  Kit  Carson  Trail)  and  U.S.  Route  160  (the  Navajo  Trail). 
The  sites  are  located  between  the  towns  of  Fort  Garland  and  San  Luis, 
the  oldest  town  in  the  state.  Your  horizon  is  dominated  by  the  awesome 
Blanca  Peak,  14,317  feet  high.  To  both  the  east  and  the  west,  the  sage- 
brush-dotted acres  of  the  San  Luis  Valley  sweep  into  the  Sangre  de  Cristo 
Range  of  the  Rocky  Mountains. 

THIS  OFFER  IS  A  FULLY-GUARANTEED  LAND  INVESTMENT  PLAN: 

At  your  option,  all  payments  will  be  completely  refunded  to  you,  if  for 
any  reason  within  60  days  you  decide  not  to  buy.  You  have  a  further 
option  of  complete  refund  within  one  year,  if  when  you  initially  see  your 
property  you  are  not  satisfied  with  it.  You  can  hardly  go  wrong  in  this 
purchase.  The  value  of  raw  land  in  the  Great  Southwest  has  been  rising 
steadily  for  the  past  three  decades,  and  continues  to  do  so.  It's  no  secret 
that  world  population  is  likely  to  double  by  the  turn  of  the  century.  This 
people-boom  will  greatly  reduce  the  available  land  in  the  United  States. 


A  land  investment  made  now,  in  Sangre  de  Cristo  Ranches,  offers  you 
an  opportunity  to  reserve  five  acres  of  America's  dwindling  land  re- 
sources for  yourself  and  the  future  of  your  loved  ones. 

A  NEW  SECTION  OF  SANGRE  DE  CRISTO  RANCHES  HAS  JUST 
OPENED,  and  you  will  want  to  investigate  this  opportunity  to  invest  in 
choice,  rolling  ranchland  while  the  special  prices  are  still  in  effect! 
Send  now  for  full-color  brochure  including  details  on  transportation, 
recreation,  water  resources,  utilities,  schools,  and  medical  facilities.  No 
cost  or  obligation.  Mail  the  attached  postpaid  card  to:  Sangre  de  Cristo 
Ranches  Inc.,  Box  303,  Fort  Garland,  Colorado  81133. 
•Prices  subject  to  change  without  notice. 

Sangre  de  Cristo 
Ranches  k^olorado 


Sangre  de  Cristo  Ranches  Inc.  is  a  duly  registered  subdivision  developer 
in  and  under  the  laws  of  the  State  of  Colorado.  This  registration  is  not 
to  be  construed  to  imply  state  endorsement  of  the  subdivision. 


Xerox  announces 


The  Xerox  4000  copier 

gets  a  whole  new  generation  of  Xerox 
machines  off  to  a  small  start. 

For  the  4000  isn't  just  a  new  copier. 
It  has  more  innovations  and  features 
than  anybody  has  ever  put  in  a  machine 
so  compact. 

Or  a  machine  of  any  size,  for  that 
matter. 

Example?  First  of  all,  the  Xerox  4000 
is  the  only  copier  that  can  copy  on  both 
sides  of  a  sheet  of  paper,  automatically. 
Reports  come  out  only  half  as  thick, 
so  they're  easier  to  handle.  And  take  up 
only  half  as  much  costly  file  space. 

And  speed  demons,  note:  The  4000 
turns  out  45  copies  a  minute.  With  the 
first  copy  delivered  in  only  7  seconds. 
Which  makes  it  quick  enough  for  any 
rush  jobs,  whether  you  need  a  handful 
or  an  armful  of  copies. 

First  to  last,  the  copies  are  strikingly 
sharp  and  clear.  Superb  by  anybody's 
standards,  including  our  own. 

With  the  push  of  a  button,  you  can 
automatically  select  whatever  size  paper 
you  want.  From  memo  size  to  legal  size. 
And  that's  just  the  beginning  of  the 
4000's  versatility. 

It  lets  you  copy  bound  volumes, 
three-dimensional  objects,  solids  and 
halftones.  On  preprinted,  prepunched  or 
perforated  stock,  of  different  weights 
and  colors.  And  all  on  ordinary,  unsensi- 
tized  paper. 

If  all  this  sounds  like  a  tall  order,  it 
isn't.  The  4000  is  compact,  which  allows 
you  to  put  it  to  work  right  where  your 
work  is.  (It  operates  barely  above  a 
whisper.) 

Now,  when  the  Xerox  4000  is  ready 
for  delivery  in  your  area,  you  know  what 
to  expect. 

The  next  ten  years. 


XEROX 


the  next  10  years. 


When  it  comes  to  finding  out  what  top  management 
in  America's  most  important  companies  reads  regularly, 
why  not  ask  your  clients? 

For  instance,  in  1970,  Erdos  and  Morgan,  Inc.  questioned  all  the  parent  company  corporate 
officers  of  major  clients  (those  reporting  annual  revenues  of  $100,000,000  or  more)  of: 


Campbell-Mithun  Advertising  Agency 


The  Question: 

Please  check  below  those  magazines  you 
3  out  of  4  issues). 

read  regula 

rly  (at  least 

The  Results: 

MAGAZINE 

No. 

% 

FORBES 

185 

77.1 

Time 

152 

63.3 

Business  Week 

147 

61.3 

Fortune 

117 

48.8 

U.S.  News  &  World  Report 

89 

37.1 

Newsweek 

88 

36.7 

None 

2 

1.0 

When  the  study  was  conducted,  there  were  23  Campbell-Mithun,  Inc.  clients  whose 
reported  sales  qualified  them  for  inclusion  in  this  study.  Of  the492  corporate  officers 
of  these  parent  companies,  240  or  75%  responded. 

As  you  can  see,  FORBES  was  far  more  regularly  read  by  these  top  corporate  execu- 
tives —  22%  more  than  Time;  26%  more  than  Business  Week;  58%  more  than 
Fortune;  and  more  than  double  the  readership  of  U.S.  News  or  Newsweek.  And,  we 
should  add,  a  page  of  advertising  in  FORBES  costs  significantly  less  than  a  page  in 
any  of  these  other  magazines. 

Before  you  place  another  line  of  advertising  aimed  at  the  top  executives  in  America's 
most  important  companies,  find  out  which  publications  are  read  regularly  by  the 
most  important  people  you  know  — your  clients.  Odds  are  great  that  the  best  read 
magazine  will  be  FORBES. 


FORBES  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


The  Money  Men 


The  Game  Gets  More  Dangerous 


Why  throw  away  a  formula  that 
lias  made  you  rich  and  successful? 
That's  precisely  what  the  iTivest- 
ment  management  firm  of  Schro- 
der, Naess  &  Thomas,  a  division  of 
the  British  J.  Henry  Schroder  Bank- 
ing Group,  is  doing.  Why?  Be- 
cause its  management  is  convinced 
that  the  stock  market  has  become 
.m  entirely  different  game. 

"Before,"  says  Bamsay  Wilson, 
president  of  SN&T,  "if  you  were 
fairly  gix)d  on  your  timing  and  se- 
lection of  growth  stocks,  you  came 
up  with  awfully  good  results.  It 
was  fairly  simple.  But  no  more. 
We're  not  wedded  to  that  particu- 
lar idea  any  longer. 

"And  we're  no  longer  wedded  to 
the  idea  that  you  should  make  in- 
vestments on  the  basis  of  three-to- 
fivc-yeai  forecasts.  Today,  the 
longest  realistic  projection  is  prob- 
ably 18  months. " 

This  may  not  sound  like  heresj 
to  most  people,  but  it  is  heres\ 
among  the  old  Growth  Cult  of 
which  this  firm  was  a  leading  ex- 
ponent. Vm  ss  <s  Thomas,  as  it  was 
known  before  its  acquisition  in 
1969  b>  the  British  firm,  used  a 
standard  approach  during  the  Six- 
lies:  Find  the  growth  stocks— not 
the  flashes  in  the  pan,  but  the  real 
ones;  stick  with  them  through 
thick  and  thin;  buy  more  on  mar- 
ket dips.  (  Kagnar  Naess.  who 
founded  the  firm  and  is,  at  71,  still 
chairman,  once  told  a  Harvard 
Business  School  ilass:  "Avoid  the 
cyclicals.") 

Among  growth  stocks,  the  firm 
picked  weD— IBM,  Avon  Products, 
and  Xerox— and  it  prospered.  From 
shirtsleeve  beginnings,  it  grew  to 
manage  $700  million  in  assets  and 
probably  to  gross  around  $2.5  mil- 
lion a  year  in  fees. 

Wilson  is  convinced  that  last 
year's  market  trash  marked  the  end 
of  that  era,  however.  Not  that  Schro- 
der. Naess  &  Thomas'  clients  were 
badly  hurt;  Wilson  claims  that 
losses  in  his  accounts  were  limited 
to  ffl,  to  10%.  But  he  and  his  as- 
sociates are  convinced  that  if  they 
want  to  make  money  for  their  cli- 
ents from  here  on,  they  will  have 
to  change  their  style. 

Why  this  drastic  break?  Wilson. 
a  confident,  articulate  47-year-old 
Yale  graduate,  explains  it  this  way: 

"Basically,    the    institutionaliza- 


tion of  the  market  has  changed 
everything.  Part  and  parcel  of  in- 
stitutionalization is  an  increased 
emphasis  on  performance.  This 
means  that  all  of  us  in  the  business, 
the  investment-oriented  people, 
along  with  the  speculators,  are 
competing  with  each  other.  Inevi- 
tably, money  managers  have  had 
to  become  more  sensitive  to  short- 
term  performance. 

"As  a  result,  you're  bound  to  have 
more  sharp  fluctuations  and  more 
of  a  tendency  to  want  to  take  ad- 
vantage of  them." 

Which  means,  Forbes  remarked, 
less  staying  with  "good"  stocks 
through  happiness  and  sorrow,  less 
diversity  of  opinion  and  more  of 
those  seemingly  bottomless  air 
pockets  like  1966  and  1970  when 
everyone  wanted  to  sell  and  no- 
body wanted  to  buy. 

Wilson  agreed  that  this  was  so, 
and  we  asked  him  whether  there 
weren't  underlying  economic  rea- 
sons for  the  switch  away  from 
long-term  growth  in  addition  to  the 
internal  stock  market  reasons.  He 
said  there  were  and  explained: 

"In  the  Sixties  we  had  condi- 
tions that  favored  taking  a  long- 
term  point  of  view.  We  had  strong 
growth  areas  coming  on  stream  all 
at  once;  xerography,  for  example, 
color  TV,  semiconductors,  instant 
photography.  There  were  ;,  lot  of 
things  to  choose  from,  and  many  of 
them  we  knew  were  going  to  have 
an  impact  over  a  long  period. 

"That's  no  longer  so.  The  great 
growth  companies  are  fairly  ma- 
ture now.  Oil,  we  can  see  a  few 
promising  things:  CATV  and  Com- 
sat, for  example.  But  we  have  to 
scratch  a  lot  harder  to  find  them 
these  days. 

"And  there  is  the  further  prob- 
lem that  technically  oriented  com- 
panies no  longer  have  the  field  to 
themselves  for  very  long;  the  time 
span  of  technology  has  shortened 
tremendously." 

As  Wilson  was  talking,  we 
thought  about  semiconductors:  a 
great  growth  industry  if  ever  there 
was  one,  and  yet  no  one  has  made 
much  money  there  in  years;  the 
technology  changes  too  fast. 

Is  Schroder,  Naess  &  Thomas 
switching  to  special  situations  and 
turnarounds?  Only  to  a  limited  ex- 
tent.    "There     aren't     many     true 


Wilson  of 
Schroder,  Naess  &  Thomas 

ones,"  Wilson  says.  "When  they  talk 
about  turnarounds,  most  people 
don't  realize  what  it  takes  to  turn 
a  big  company  around." 

There's  only  one  thing  left,  then: 
playing  for  the  cyclical  swings,  the 
swings  in  the  economy  and  the 
swings  among  different  stock 
groups.  This  is  precisely  what 
Schroder,  Naess  &  Thomas  pro- 
poses doing  in  the  1970s.  It  is  a  re- 
turn to  an  older  form  of  investment 
management     that     existed     long 
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We  have 
connections 

We  are  the  Preferred  Hotels  Association.  And  we  use  our 
connections  to  assure  that  you  are  never  a  stranger  in  twenty 
of  the  finest  hotels  in  North  America. 

We're  not  a  chain.  We're  all  independently-owned  and 
operated.  Each  hotel  has  its  own  separate  and  distinctive 
personality,  a  character  and  individuality  all  its  own. 

So  what  is  the  tie  that  binds? 

An  idea.  A  philosophy  of  personalized  attention  to  those 
who  demand  superb  service  and  appreciate  uniqueness  and 
individuality.  Every  member  is  committed  to  giving  very  special 
recognition  to  guests  referred  by  any  other  member. 

It  works  very  simply.  The  management  of  the  Preferred 
Hotel  in  your  city  will  provide  a  reservation  and  a  personal 
introduction  to- the  management  of  the  member  hotel  in  the 
city  you  are  travelling  to.  In  other  words  we  make  connections. 

Do  you  like  our  idea? 

Then  be  our  guest. 


BEVERLY  WILSHIRE  HOTEL 

Beverly  Hills,  California.  213-275-4282 

THE  BROWN  PALACE  HOTEL 

Denver.  Colorado.  303-825-3111 

THE  CLAYTON  INN 

St.  Louis.  Missouri.         3 1 4-PA6-5400 

CLIFT  HOTEL 

San  Francisco. California.    415-775-4700 

THE  INTERNATIONAL  OF  CALGARY 

Calgary.  Alberta  403-265-9600 

THE  HOTEL  MUEHLEBACH 

Kansas  City.  Missouri.     816-471-1 400 

NORTHSTAR INN 

Minneapolis,  Minnesota.     612-335-9351 

PARK  PLAZA  HOTEL 

Toronto,  Ontario.  416-924-5471 

THE  PIERRE 

New  York  City,  New  York.   212-838-8000 

THE  PFISTER  HOTELS  TOWER 

Milwaukee.  Wisconsin.    414-273-8222 


HOTEL PONTCHARTRAIN 

Detroit,  Michigan.  313-965-0200 

THE  PONTCHARTRAIN  HOTEL 

New  Orleans.  Louisiana   504-524-0581 

THERITZ-CARLTON 

Boston,  Massachusetts.  617-536-5700 

RITZ-CARLTON 

Montreal,  Quebec.  514-842-4212 

THE  HOTEL  ROANOKE 

Roanoke,  Virginia  703-343-6992 

SANTA  BARBARA  BILTMORE 

Santa  Barbara.  California    805-969-2261 

THE  HOTEL  UTAH 

Salt  Lake  City,  Utah.        801-328-9114 

THE  WARWICK 

Houston,  Texas.  713-526-1991 

THE  WATERGATE  HOTEL 

Washington.  DC  202-965-2300 

WESTGATE  PLAZA  HOTEL 

San  Diego,  California.      714-232-501 1 


Preferred  Hotels 


ASSOCIATION 


The  Money  Men 


before  the  Growth  Cult  was  born. 

"Look,"  Wilson  says,  "if  you  were 
smart  enough  to  figure  out  in  1962 
that  between  then  and  1965  you 
were  going  to  have  some  wonder- 
ful years  in  the  automobile  indus- 
try, and  you  decided  to  buy  into 
the  leader,  which  was  General 
Motors,  you  would  have  made 
yourself  a  nice  piece  of  change  and 
you  would  have  outperformed  the 
market  besides." 

Wilson  cited  some  round  figures: 
GM  up  from  an  annual  average 
price  of  around  50  in  1962  to  100 
in  1965-a  gain  of  100%;  on  the 
same  basis,  the  market  as  a  whole 
up  only  about  30?. 

More  recently  Wilson  cites  the 
building  shares.  "If  you  had  con- 
fidence last  year  that  this  year 
building  would  be  in  an  up  cycle, 
you  would  have  profited  hand- 
somely from  buying  those  shares. 
These  are  not  growth  companies. 

"Our  job  is  to  identify  these 
trends  in  individual  industries." 
Commented  Forbes:  "And,  of 
course,  be  fast  enough  to  get  out 
before  all  the  other  big  investors 
rush  for  the  door,  too." 

"The  art  of  selling  securities  has 
been  neglected  in  the  investment 
community  for  a  long  time,"  Wil- 
son says,  agreeing.  "It's  much  more 
difficult  to  sell  than  to  buy.  We 
must  educate  ourselves  as  invest- 
ment managers  to  the  need  for  sell- 
ing, both  in  terms  of  a  basic  strategy 
of  getting  completely  out  of  the 
market  at  some  point  and  also  in 
realizing  when  particular  stocks 
have  become  overvalued." 

Wilson  isn't  going  so  far  as  to  say 
there  are  no  longer  any  growth 
stocks,  only  cyclical  ones.  There 
will  continue  to  be  stocks  that  sell 
at  high  price/ earnings  ratios  and 
stocks  that  sell  at  low  ones.  But  all 
of  them,  growth  and  non growth 
alike,  will  be  subject  to  cycles.  "An 
amazing  number  of  stocks  have 
precise  price/ earnings  patterns,"  he 
says.  "You  find  a  particular  stock 
is  cheap  when  it's  selling  at  20 
times  and  expensive  at  30  times." 
So  you  buy  at  20  times  and  sell 
at  30  times.  How  different  from 
the  old  growth  philosophy! 

We  remarked  that  this  sounded 
like  a  pretty  tricky  game  for  the 
individual  nonprofessional  investor 
to  play:  Would  he  be  able  to  rec- 
ognize the  signals  fast  enough? 
Isn't  he  less  likely  to  be  coldheart- 
ed    and    therefore    more    likely   to 
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fall   in   love  with   his  own   stocks? 

Wilson  quickly  agreed.  "It's  cer- 
tainly going  to  be  much  harder  for 
the  nonprofessional  to  operate  effec- 
tively." At  which  point,  Wilson 
couldn't  resist  delivering  a  kind  of 
commercial  for  his  own  particular 
t>pc  of  operation. 

The  point  is  that  Schroder,  Naess 
&  Thomas  is  not  a  broker,  but  a 
pure  money  manager  and  adviser. 
This  means:  no  potential  conflict 
of  interest  between  brokerage  and 
advisory  functions,  no  conflict  be- 
tween the  interests  of  little  custom- 
ers and  big  customers.  In  any 
case,  there  are  no  little  customers 
at  Schroder,  Naess  &  Thomas.  Its 
average  account  is  close  to  S2  mil- 
lion, and  includes  quite  a  number 
of  corporate  pension  funds.  For 
smaller  investors,  it  runs  one  mu- 
tual fund.  Not  all,  but  an  increas- 
ing amount  of  its  business  is  in  dis- 
cretionary accounts.  More  and 
more  individuals  are  turning  to  pro- 
fessional management,  Wilson  says, 
and  so  are  main  corporations  with 
their  ever-growing  pension  funds. 


Looking  a  bit  farther  down  the 
road,  Wilson  sees  another  big 
change  coming  along  with  increas- 
ing professionalism:  the  interna- 
tionalization of  investment  markets. 
"American  investors  have  tended  to 
say,  'This  is  our  market  and  it's  a 
great  big  market.  Why  go  any- 
where else?'  But  the  British,  the 
Western  Europeans,  the  Latins  and 
so  forth  take  a  worldwide  view. 

"I  think  that  what  is  going  to 
happen  over  the  next  decade— if  we 
can  get  our  payments  problems 
straightened  out— is  that  the  Ameri- 
can investor  will  have  three  major 
markets  in  which  he  can  operate: 
Japan,  Western  Europe  and  here. 
Americans  will  be  doing  what  the 
foreigners  already  do:  looking  at 
all  markets  and  investing  in  the  one 
that  presents  the  best  opportunity." 
With  its  new  international  connec- 
tions, Schroder,  Naess  &  Thomas 
expects  to  be  able  to  take  good  care 
of  its  customers  here  when  such  a 
day  comes. 

So  much  for  the  philosophy. 
How  is  Schroder,  Naess  &  Thomas 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


July  1,1971 


2,339,410  Shares 

Bunker  Ramo  Corporation 

Common  Stock 

(Without  Nominal  or  Pat  Value) 


Price  #11.25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  only  in  states  where  the 
undersigned  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  thereof. 


Hornblower  &  Weeks-Hemphill,  Noyes 


Allen  &  Company 

Incorporated 

Blyth  &  Co.,  Inc.  duPont  Glore  Forgan  Goldman,  Sachs  &  Co.  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Wertheim  &  Co.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated  Incorporated 

SoGen  International  Corporation    Bear,  Stearns  &  Co.    A.  G.  Becker  &  Co.    Alex.  Brown  &  Sons 

Incorporated 

Burnham  and  Company    CBWL-Hayden,  Stone  Inc.    Clark,  Dodge  &  Co.    Dominick&Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  Robert  Fleming  Harris,  Upham  &  Co. 

Incorporated  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co. 

F.  S.  Moseley  &  Co.  R.  W.  Pressprich  &  Co.  Reynolds  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co.      Shields  &  Company      F.  S.  Smithers  &  Co.,  Inc.      Walston  &  Co.,  Inc. 

Incorporated  Incorporated 


July  1.1971 


This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation 

of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


200,000  Shares 

Airwick  Industries,  Inc. 


Class  B  Common  Stock 

($.05  Par  Value) 


Price  $20  Per  Share 


Copies  of  the  Prospectus  may  be  obtained 
from  such  of  the  undersigned  and  others  as 
may  lawfully  offer  these  securities  in  this  State. 


New  York  Securities  Co. 

Incorporated 


Spencer  Trask  &  Co. 

Incorporated 

Dominick  &  Dorninick, 

Incorporated 


Alex.  Brown  &  Sons 


Equitable  Securities,  Morton  &  Co. 

Incorporated 

W.  E.  Hutton  &  Cc     Shields  &  Company    Hill  Samuel  Securities 

Incorporated  Corporation 


42 


The  Money  Men 


playing  the  new  game?  "We  hang 
our  hat  on  consumer  spending," 
Wilson  says.  He  foresees  a  gradual 
but  continued  rise  in  consumer  out- 
lays while  savings  decline.  The  up- 
ward movement  in  the  economy 
will  remain  sluggish,  however,  be- 
cause of  the  lack  of  new  capital 
spending.  "But  when  you  combine 
this  rise  in  consumer  spending  with 
the  very  definite  increase  in  pro- 
ductivity," Wilson  says,  "there  is  an 
extremely  good  case  for  better  cor- 
porate earnings." 

Nor  is  he  worried  about  the  re- 
cent rise  in  interest  rates.  "We're 
just  not  rushing  headlong  into 
another  mid-1960s  in  terms  of  li- 
quidity," Wilson  says.  "Right  now, 
there  is  an  enormous  demand  for 
corporations  to  clean  house,  get  out 
of  the  banks  and  into  the  long  end 
of  the  market.  They're  throwing 
corporate  financing  into  The  Street 
at  the  rate  of  $3.5  billion  to  $4 
billion  a  month.  This  has  provided 
a  temporary  imbalance,  but  it 
doesn't  suggest  there  is  such  an 
overwhelming  force  of  demand  for 
money  that  it  will  continue."  Ergo, 
over  the  medium  term,  money  will 
be  available,  interest  rates  will 
moderate,  stocks  will  go  up. 

How  far  up?  Schroder,  Naess  & 
Thomas  expects  that  the  old  1000 
mark  on  the  Dow  Jones  industrial 
average  probably  will  be  pierced. 
There  is  little  risk  on  the  downside. 
He  doesn't  expect  a  really  signifi- 
cant break  to  occur  in  the  market 
until  late  1972. 

But,  in  keeping  with  its  new, 
shorter-range  approach,  the  firm  is 
already  starting  to  take  profits  in 
groups  that  would  benefit  from  the 
kind  of  pickup  it  expects.  It  has 
been  selling  retail  stocks,  beer  stocks 
and  some  building  stocks.  Those 
groups,  it  believes,  have  largely  an- 
ticipated their  improving  prosperity. 
So  Schroder,  Naess  &  Thomas  is 
getting  ready  for  the  next  cycle;  it 
is  beginning  to  pick  up  stocks  in 
residential  housing,  business  ser- 
vices and  the  hotel/ motel  groups. 

However,  in  keeping  with  its  be- 
lief that  the  whole  game  has 
changed,  all  this  is  a  working 
script  for  SN&T,  not  rigid  dogma. 
Ramsay  Wilson  gazes  out  from  his 
firm's  ninth-floor  office  overlooking 
the  lower  New  York  harbor  and 
says:  "We  have  a  nice  long  view 
from  here,  but  the  work  that's  to 
be  done  has  got  to  be  done  these 
days  at  short  range."  ■ 
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America  First 


Unlike  Ford  and  Mack  Truck,  International  Harvester  said  "no" 
to  the  Russians.  One  reason:  It  has  its  hands  full  at  home. 


"Yes,"  says  William  E.  Callahan.  "We 
said  'no.' " 

Callahan  is  executive  vice  president 
of  International  Harvester  Co.,  which 
is,  among  many  other  things,  the 
world's  largest  manufacturer  of 
heavy-duty  trucks.  Callahan  was  re- 
plying to  a  Forbes  question:  "Did  the 
Russians  approach  Harvester  to  build 
a  giant  new  truck  plant?" 

Why  did  Harvester  say  "no"  to  a 
deal  that  could  have  involved  over 
SI  billion?  A  deal  to  which  the  Mack 
Truck  division  of  the  Signal  Cos.  has 
given  an  enthusiastic  "yes"?  A  deal 
which— in  a  slightly  different  form- 
Henry  Ford  II  was  negotiating  a  year 
before  (only  to  back  away  in  the  face 
of  criticism  from  men  like  Defense 
Secretary  Mehin  Laird)? 

One  Shof? 

Did  Harvester  say  no  out  of  dis- 
like of  Soviet  Communism?  To  a  lim- 
ited degree,  perhaps.  But  the  big 
reason,  Callahan  says,  was  self-in- 
terest. In  his  words: 

"Let's  put  aside  any  consideration 
of  whether  this  Russian  deal  would 
be  in  the  national  interest  and  let  the 
White  House  decide  that— which  it 
lias  yet  to  do.  Entirelv  aside  from 
that,  we  don't  feel  that  this  deal 
would  make  sense  for  Harvester  eco- 
nomically. We  have  a  priceless  re- 
source in  our  heavy-duty  truck  know- 
how.  You  can't  get  this  by  going  to 
the  Harvard  Business  School.  This 
knowhow  resides  in  only  a  few  com- 
panies. Why  give  it  away?  Why  cre- 
ate a  competitor  for  a  one-shot  deal? 

"The  Russians  did  offer  to  throw 
in  some  orders  for  some  construc- 
tion equipment  that  might  make  the 
deal  slightly  interesting.  But  without 
some  licensing  or  royalty  arrangement, 
why  get  involved?  Besides,  a  deal  of 
this  magnitude  will  put  a  great  strain 
on  management's  time  and  resources. 
I  wish  all  our  competitors  would  get 
mixed  up  in  something  like  this." 

Callahan's  attitude  is  in  many  ways 
typical  of  the  company's  conservative 
stance.  Harvester  is  huge,  with  $2.7 
billion  in  sales,  over  $2  billion  in  as- 
sets; it  is  the  U.S.'  biggest  maker  of 
heavy-duty  trucks  and  is  neck-and- 
neck  with  Deere  and  Massey-Fergu- 
son  in  farm  machinery.  But  it  also  has 
a  weakness  to  match  every  strength. 

Since  the  world  farm-machinery 
market  is  split  fairly  evenly,  no  one 
company  has  been  able  to  achieve  the 
kind  of  profits  that  go  with  market 
dominance.    Meanwhile,    among    the 


McCormkk  of  International  Harvester 


A  Good  One.  International  Har- 
vester's Indian  operation  (above) 
is  one  of  its  most  modern  and 
successful— a  joint  venture  that 
was  partly  financed  by  Indian 
shareholders.  But  IH  has  its 
flops    as    well    as    its    successes. 


big  auto  companies,  Ford  has  cut  into 
Harvester's  lead  in  heavy  trucks.  Last 
year  Harvester  earned  less  than  2  cents 
on  the  sales  dollar,  and  only  4.5%  on 
its  shareholders'  equity.  Despite  its 
strong  position  in  farm  machinery 
overseas,  it  lacks  a  base  in  the  fast- 
growing  European  truck  market. 
Partly  as  a  result,  it  is  one  of  the  few 
truly  giant  U.S.  corporations  whose 
stock  sells  well  below  book  value 
($42.06,  vs.  a  recent  market  price  of 
around  28). 

How  is  Harvester  dealing  with  its 
problems?  In  a  determined  but  quiet, 
almost  leisurely,  way.  When  its  cur- 
rent chief  executive,  Harry  O.  Bercher, 
a  lifetime  Harvester  man,  passes  65 
this  October,  he  will  probably  be  suc- 
ceeded by  Brooks  McCormick,  a  30- 
year  Harvester  man  who  is  also  a 
great-grandson  of  two  Harvester 
founders.  Thus,  old  Harvester  tradi- 
tion remains  intact.  But  in  the  last  few 
years  the  company  has  done  the  pre- 
viously unthinkable:  It  has  brought 
in  outsiders  for  several  top  jobs, 
among  them  Chrysler's  Keith  P.  Ma- 
zurek  to  head  the  truck  division.  The 
firm  has  also  brought  itself  to  close  a 
number  of  its  obsolete  plants. 

The  intriguing  thing  about  Har- 
vester is  that  the  opportunities  are  as 
big  as  the  problems.  If  profits  can  be 


raised  even  to  3  cents  on  the  sales 
dollar,  earnings  would  pass  $3  a 
share;  at  4  cents  on  the  dollar— a 
level  frequently  achieved  in  the  Six- 
ties—earnings would  hit  $4  a  share. 

Brooks  McCormick  sees  some  hope- 
ful portents.  Extra-heavy-duty  truck 
sales  seem  to  run  in  six-year  cycles, 
and  seem  now  to  be  about  to  pick  up 
again.  He  hopes  U.S.  farm  machinery 
sales,  in  a  slump  since  1967,  will  im- 
prove next  year.  Harvester's  construc- 
tion equipment  business,  a  poor  sec- 
ond to  Caterpillar's,  should  get  out 
of  the  red  in  the  fiscal  year  that  will 
start  Nov.  1. 

But  this  is  for  fiscal  1972.  Earnings 
per  share  have  fallen  each  year  since 
1966.  For  1971,  a  19-day  strike  and 
heavy  interest  costs  shaved  first-half 
profits  to  just  34  cents  from  $1.14  a 
share  last  year;  and  while  second- 
half  profits  will  be  much  better,  the 
year  as  a  whole  should  still  be  below 
fiscal  1970— which  was  not  a  good 
year,  either. 

Harking  back  to  the  Russian  deal, 
perhaps  Harvester's  most  important 
reason  for  saying  no  was  simply  this: 
It  can  ill  afford  to  get  its  top  people 
involved  in  masses  of  engineering,  fi- 
nancial and  diplomatic  complications 
in  faraway  Russia;  they've  plenty  to 
do  right  in  Chicago.  ■ 
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POSuR?.' 

Here  is  a  lifetime  business  opportunity 
with  exciting  PROFIT  POTENTIAL. 

The  "knowledge  industry"  today 
accounts  for  about  30%  of  the  G.N.P.  We 
are  a  pioneer  and  leader  in  this  industry. 
Our  international,  publicly  held  company 
serves  individuals,  companies  of  all  sizes, 
industry,  and  municipal  governments  with 
programs  and  courses  on  leadership  and 
management  development,  personal  moti- 
vation, sales  training,  and  individual  and 
family  achievement. 

We  provide  complete  training  and  an 
exciting  incentive  and  awards  program. 
Sales,  management,  engineering,  and 
business  leadership  backgrounds  desired. 
For  information  write:  FBS  8-1 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
5000  Lakewood  Drive 
Waco.  Texas  76710 
Phone:  817-776-1230 
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For  people 


about,  golf 
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Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining 
and  dining.  Luxurious  guest  rooms.  Exec- 
utive Club  Apartments. Meeting  facilities. 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial  express- 
ways.Write  for  brochure  L  Ralph  McEn- 
tyre.  General  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes, 
Florida  33014  or  call  Miami 
305)821-1150. 


2  JAMiami  Lakes  Inn 

k  &  Country  Club 


OWN    A    PROFITABLE 
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DELUXE    CAMPGROUND 

Become  a  successful  member  of  KOA,  the 
largest  international  system  of  deluxe,  fam- 
ily campgrounds.  Cash  in  on  the  booming  lei- 
sure/recreation business.  Over  SO  million 
Americans  are  camping!  Modest  investment 
brings  instant  cash-flow  and  strong  earnings. 
National  publicity  and  advertising.  Proven 
operating  methods.  Choice  sites  still  avail- 
able. For  free  Information  at  no  obligation, 
write:  Kampgrounds  of  America,  Inc.,  P.O. 
Box   1138-F,  Billings,  Montana  59103. 


One- Armed  Paperhangers 

What  do  you  do  in  a  company  where  not  one 
or  two  things,  but  nearly  everything  goes 
wrong?  You  feel  like— like  the  top  men  at  SCM. 


It's  mid-morning  in  the  spacious 
modem  office  of  SCM  Chairman,  Pres- 
ident and  Chief  Executive  Emerson 
(Bud)  Mead.  On  hand  are  the  two 
top  men  of  a  company  that  has  almost 
as  many  problems  as  it  has  divisions. 
Its  earnings  in  the  fiscal  year  ended 
June  1970  were  down  70%  from  the 
year  before,  and  the  fiscal  year  just 
ended  will  show  up  little,  if  any,  bet- 
ter. On  sales  of  a  probable  $865  million, 
SCM  will  do  well  to  net  $6  million 
or  $7  million. 

"If  someone  had  looked  into  a  crystal 
ball  back  in  1967  and  told  me  we'd 
have  the  kind  of  earnings  decline 
we've  had  for  the  past  five  or  six  quar- 
ters, I  simply  wouldn't  have  believed 
him,"  says  Mead. 

Had  it  not  been  for  Glidden-Dur- 
kee,  the  food,  paint  and  chemicals 
company  shrewdly  acquired  in  1967, 
the  company  (including  Smith-Co- 
rona-Marchant  business  machines, 
Proctor-Silex  household  appliances 
and  Allied  Paper)  would  have  been 
in  the  red  for  fiscal  1970. 

How  could  a  onetime  "growth" 
company  (SCM  sold  at  35  times  earn- 
ings in  1965)  go  so  wrong?  It  was 
many  things,  some— but  not  all— be- 
yond management's  conrol. 

Lengthy  List 

"I  suppose  we  acted  precipitately 
on  a  couple  of  acquisitions,"  Mead 
says.  "We  didn't  do  our  homework," 
adds  Executive  Vice  President  Paul 
H.  Elicker,  49,  a  former  management 
consultant  who  has  moved  up  rap- 
idly from  financial  officer  to  executive 
vice  president  and  chief  operating  of- 
ficer in  the  past  year  and  a  half. 

SCM's  1970  problems  start  at  its 
smallest  division,  Kleinschmidt,  which 
makes  teletypewriters  for  the  U.S. 
Army.  In  fiscal  1970  Kleinschmidt 
managed  to  lose  $7  million  on  sales 
of  only  $6  million.  What  happened, 
Elicker  explains,  is  that  the  company 
had  designed  and  built  a  number  of 
new  drum-printing  teletypewriters  at 
its  own  expense,  in  the  hope  of  win- 
ning an  army  contract  in  February 
1969.  It  didn't  get  the  contract  until 
June  1970. 

Another  problem  area  was  Proctor- 
Silex.  In  1967,  a  year  after  it  had 
bought  P-S,  SCM  broadened  its  line 
by  acquiring  a  small,  money-losing 
vacuum  cleaner  producer  called  Shet- 
land. It  is  still  losing  money.  "Pretty 
badly,"  says  Elicker.  "They  make  an 
inexpensive,  high-volume,  low-margin 


product,  and  when  labor  and  mate- 
rials costs  began  to  rise  with  inflation, 
they  had  no  leeway."  Says  Mead:  "It 
was  a  sound  concept:  We  looked  at 
Hoover's  consistent  profits  in  the  field, 
and  we  concluded  that  their  prod- 
ucts just  weren't  that  demonstrably 
superior."  Shetland's  manufacturing 
also  proved  to  be  badly  outmoded, 
says  Mead:  "We've  had  to  invest  con- 
siderably more  in  new  plant  in  that 
operation  than  we  anticipated." 

The  rest  of  Proctor-Silex,  which  has 
40%  of  the  toaster  market,  perhaps 
25%  of  the  iron  market  and  a  smaller 
share  of  shrinking  markets  like  coffee 
makers  and  blenders,  remains  a  low- 
profit  operation.  "It's  hard  to  make 
money  in  household  goods,"  says  El- 
icker. "The  manufacturing  process  is 
so  highly  automated  that  if  you  get 
cost  increases  you  can't  engineer  them 
out.  You  either  pass  them  on  or  you 
swallow  them." 

Then  why  is  General  Electric  so 
profitable  in  the  same  field?  "GE  can 
make  good  money  because  it  keeps 
coming  out  with  these  new  products 
and  gets  high  margins  for  a  while. 
Then  the  price  competition  starts  and 
margins  narrow.  It's  not  technology, 
you  see,  it's  market  research." 

Still  another  SCM  problem  area  is 
Allied  Paper,  acquired  in  1967,  which 
both  Mead  and  Elicker  frankly  con- 
cede was  a  mistake.  Why?  Like  Shet- 
land: outmoded,  uneconomic  plant, 
consisting  of  three  old  northern  mills, 
one  new  medium-sized  southern  mill. 
Allied  ran  into  trouble  in  late  1969 
when  the  industry  went  into  one  of 
its  periodic  downswings. 

"We  thought  seriously  of  divesting 
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Heir?  Glidden's  paint  business 
has  helped  greatly  1o  keep 
SCM  in  the  black.  Now  No. 
Two  man  Paul  H.  Elicker  has 
bet  his  future  on  turning  the 
rest   of   the   company   around. 


Allied,"  says  Elicker.  "In  fact,  we  were 
in  negotiation  with  two  companies, 
trying  to  sell  them  our  new  southern 
plant.  That's  when  we  discovered 
that  the  paper  industry  was  cutting 
hack  on  capital  expenditures.*' 

It's  an  old  story:  There  are  few  buy- 
ers when  the  going  gets  rough. 

Meanwhile,  hack  in  business  equip- 
ment—SCM's  original  business— the 
situation  was  also  rough  and  getting 
rougher.  The  company  found  itself 
caught  between  two  formidable  com- 
petitors: Xerox  and  the  collection  of 
tough,  aggressive  Nipponese  firms  that 
some  competitors  call  Japan,  Inc.  In 
office  copiers,  SCM  has  slipped  to  a 
poor  third  and  frankly  admits  it  has 
no  technological  breakthrough  in  its 
laboratories.  "Our  margins  have  nar- 
rowed considerably,"  says  Elicker,  "but 
we're  still  making  money— mostly  on 
the  sale  of  paper.  Frankly,  we  were 
pleased  to  see  the  Japanese  show  up. 
Once  we  had  42  competitors.  Now 
the  field  has  narrowed  considerably." 
Another  reason  SCM  isn't  displeased 
with  Japanese  office  copier  efforts: 
The  Japanese  may  well  develop  an  in- 
expensive copier  that  works  on  ordi- 
nary paper,  and  SCM  hopes  it  can 
become  a  major  agent. 

In  calculating  machines,  as  in  por- 
table typewriters,  SCM  is  the  only  re- 
maining U.S.  producer,  with  about 
10%  of  the  market.  "We're  still  ahead 
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of  the  Japanese  in  technology,"  says 
Mead,  "and  we  intend  to  keep  that 
edge.  This  is  a  low-labor-content 
item,  you  see,  just  20%  of  the  cost." 
SCM  no  longer  makes  any  money  on 
machine  sales,  though  it  does  fairly 
well  servicing  them. 

SCM's  largest  division— Glidden- 
Durkee— has  also  been  running  into 
problems  of  late,  though  the  paint 
business  remains  SCM's  largest  profit 
generator  by  a  wide  margin.  "We've 
been  running  rather  substantially  be- 
hind at  Glidden  since  December,"  says 
Elicker.  A  $20-million  plant  to  make 
titanium  dioxide  (used  as  a  pigment 
in  paint  and  paper)  experienced  se- 
rious start-up  difficulties  and  came  on 
stream  just  as  the  market  got  soft. 
Says  Elicker:  "Last  October  the  price 
came  down  about  $70  a  ton  to  $410, 
which  came  right  off  the  top.  Our 
timing  was  very  poor." 

What  is  SCM  doing  to  correct  all 
these  problems?  Quite  a  hit. 

Over  the  past  year  and  a  half,  SCM 
has  trimmed  its  payroll  from  34,500 
to  28,000,  cut  its  heavy  inventories 
and  reorganized  the  company  along 
lines  that  it  feels  make  more  marketing 
sense.  There  have  been  key  manage- 
ment changes  at  Kleinschmidt,  Allied 
and  Proctor-Silex,  coupled  with  a 
series  of  plant  shutdowns  and  manu- 
facturing shifts.  Loss  areas  like  Al- 
lied's  greeting  card  business  have 
been  liquidated. 

Then-  are  signs  that  this  stiff  medi- 
cine is  beginning  to  take  effect.  "A 
couple  of  months  ago  I  thought  we'd 
have  to  raise  $25  million  or  so  by 
selling  oil  assets,"  says  Elicker.  "I  was 
quite  concerned  about  what  our  fi- 
n.meial  position  would  be  like  at  the 
end  of  this  year.  But  now  I  can  tell 
you  there  won't  be  any  more  divest- 
ments. We've  beaten  our  own  gloomy 
cash  flow  prediction  by  about  $30 
million.  Next  year,  fiscal  1972,  we'll 
be  up  over  two-thirds  in  net  income— 
admittedly  off  a  low  base,  of  course." 

Plenty  of  Prospects 

With  obvious  relish,  Paul  Elicker 
then  ticks  off  SCM's  game  plan  for 
1972.  "Next  year  the  focus  on  our 
efforts  will  be  in  this  order:  calcula- 
tors, first;  Shetland,  second;  photo- 
copy, third;  titanium  dioxide,  fourth 
and  specialty  mills,  fifth.  And  if  we 
could  take  the  lid  off  spending,  I  can 
tell  you  where  it  would  be:  first,  re- 
search and  development;  second,  mar- 
ket research;  and  third,  to  a  limited 
degree,  capital  expenditures." 

If  honest  self-examination  and  can- 
dor are  the  first  steps  toward  a  turn- 
around, there  can  be  no  doubt  that 
SCM  is  on  the  right  track.  But  nei- 
ther can  there  by  any  doubt  that  it 
has  a  long  way  to  go.  ■ 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  8,  1971, 
declared  a  third  quarter 
dividend  of  65  cents  per 
share  on  the  Company's 
outstanding  stock,  payable 
Sept.  1,  1971,  to  stock- 
holders of  record  at  the 
close  of  business  on  July 
29,1971.  This  is  an  increase 
of  5  cents  per  share  over 
the  60  cents  per  share 
quarterly  dividend  paid 
since  December,  1965. 
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The  American  Road 
Dearborn,  Michigan  48121 


WHAT  IS  THE  MYSTERY 

OF  FINANCIAL  SUCCESS 

Mystery  uncovered  in  NEW  ROADS  k 
TO  OPPORTUNITY  AND  WEALTH,™ 
a  booklet  Just  published.  Interested  in  a  lucra- 
tive business  of  your  own?  Profit  by  sending 
for  and  reading  it.  FREE,  No  Obligation. 
for  s  INTERNATIONAL,  John  R.  Sauer,  President 
P.O.  Box  2245S,  Denver,  Colorado  80222. 
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Faces  Behind  the  Figures 


Greetings 

Only  two  weeks  on  the  job,  new 
IBM  Chief  Executive  T.  Vincent 
Learson  found  himself  with  a  dis- 
tasteful duty  last  month:  announce- 
ing  that  IBM,  the  world's  best- 
known,  biggest  growth  company, 
earned  only  $2.22  a  share  in  the 
second  quarter,  no  better  than  in 
1970's  second  quarter. 

Next  to  the  news  that  their  favor- 
ite rich  uncle  had  just  died  and 
forgot  to  mention  them  in  his  will, 
there  could  hardly  have  been  more 
unpleasant  news  for  IBM's  590,000 
stockholders.  IBM's  stock  went  in- 
to a  sharp  two-day,  15-point  slide 
(from  315  to  300),  wiping  away 
some  $1.7  billion  in  market  value. 
In  a  four-month  decline  from  a 
1971  high  of  366  a  share,  IBM's 
total  market  value  dropped  from 
$42  billion  to  $34.4  billion,  a  much 
greater  reduction  in  paper  value 
than  was  involved  in  the  Penn  Cen- 
tral bankruptcy. 

Why  all  the  excitement  over  flat 
earnings?  Because  Wall  Street  had 
programmed  IBM's  profits  to  start 
moving  up  again  during  1971.  The 
script  on  Wall  Street  called  for 
$9.50  to  $10.25  a  share  for  the 
year,  then  $11.50  to  $12  for  1972. 
IBM's  generous  35-times-earnings 
market  price  was  based  on  these 
guesses.  Obviously  no  company  can 
maintain  that  kind  of  price  without 
constantly  growing  earnings.  Today 
a  lot  of  analysts  are  hunched  over 
their  desks,  rewriting  their  reports. 

Learson,  long  a  key  figure  in 
IBM's  top  management,  has  sud- 
denly found  himself  answering  a 
question  that  would  have  seemed 
unthinkable  as  recently  as  a  year 
ago:  Are  the  days  of  IBM's  great 
growth  behind  it? 

"The  answer  is  absolutely  no," 
said  Learson,  leaning  over  Tom 
Watson's  former  desk  in  suburban 
Armonk,  N.Y.  "What  is  going  on 
here  is  that  we  have  a  business 
recession.  The  recovery  has  been 
slower  than  it  was  from  any  pre- 
vious recession.  It  [the  lack  of 
growth]  won't  last." 

Forbes,  coincidentally  interview- 
ing Learson  about  liis  long-range 
goals  for  IBM,  pul  some  questions 
to  him.  Is  it  true  that  the  domestic 
computei       mi  k<  I  ming  in- 

creasingly    saturati  bat     the 

costs— particularly  th  program- 
ming costs— of  implementing  fancy 
new     computei     appli      ions     are 


rising  faster  than  the  benefits? 

Not  so,  says  Learson.  The  rising 
costs  of  labor,  raw  materials,  mon- 
ey, are  all  making  computers  even 
more  essential  in  managing  a  busi- 
ness. He  admits  programming  costs 
are  a  problem.  But  bigger  and 
cheaper  computei"  memories  will 
actually  bring  programming  costs 
down.    "Our    objective    is    to    lick 


that  programming  cost.  When  we 
lick  that  there  are  myriad  [new] 
applications  [for  the  computers]. 

"The  long-range  prospects  of  the 
industry   and   IBM    are   excellent." 

A  year  ago  everyone  would  have 
accepted  that  on  faith.  But  today, 
with  many  of  the  old  Growth  Gods 
dead,  not  even  the  Top  Man  in  the 
Pantheon  is  above  challenge.   ■ 


Learson  of  IBM 
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The  Only  Way 


Two  years  ago  Charles  D.  Mi- 
chaelson. 61.  head  of  Kennecott's 
big  metal  mining  division,  shook  up 
oil  and  mining  executives  by  sug- 
gesting that  joint  ventures  between 
IS.  companies  and  nationals  of 
host  countries  overseas  offered  the 
best  solution  to  the  conflicting 
claims  of  economics  and  politics. 
They  are  not,"  he  said,  "a  tenta- 
tive and  uneasy  accommodation 
between  national  aspirations  and 
the  interests  of  private  foreign  cap- 
ital. Rather,  they  are  a  formalized 
convergence  of  interests. 

Michaelson  not  long  before  had 
worked  out  a  joint  venture  in  which 
Chile  acquired  5H  of  Kennecott's 
El  Teniente  mine.  And  Michael- 
son,  though  he  made  his  reputa- 
tion in  domestic  mining,  had  also 
had  considerable  foreign  experi- 
ence with  Fatino  i  tin )  and  \icaro 
nickel),   both  later  expropriated. 


Michaelson  of  Kennecoft 

These  days  Kennecott's  own 
holdings  in  Chile  are  being  expro- 
priated, but  Mike  Michaelson,  a 
big,  bluff  bull  of  a  man,  still  be- 
lieves devoutly  in  the  joint  venture. 
"It's  the  only  way,"  he  says,  "the 
only  way.  Before  Chile  gets 
through,  I  think  they  are  again  go- 
ing    to   have   to   look   outside   for 


technical  and  financial  assistance." 
In  most  developing  nations  these 
days,  Michaelson  concedes  that 
countries  like  Japan  and  Germany 
may  have  an  edge  over  the  U.S., 
partly  because  their  governments 
will  outdo  the  U.S.  in  underwrit- 
ing part  of  the  risk  overseas.  But 
he  doubts  the  U.S.  will  be 
squeezed  out.  "Try  to  raise  $50 
million  in  Europe  and  you've  got  a 
big  job.  But  even  $50  million 
doesn't  go  very  far  in  developing 
an  outland  mine.  The  U.S.  is  where 
the  capital  is,  and  so,  to  get  the 
capital  these  countries  need  to  de- 
velop their  resources,  I  think  the 
various  lending  agencies  are  going 
to  insist  on  U.S.  participation." 

Michaelson  can  afford  to  be 
Olympian  because  Kennecott,  un- 
like Anaconda,  carefully  hedged  its 
bets  in  Chile,  thus  depending  on  it 
for  only  12%  of  net  when  the  ax 
fell.  Says  Michaelson,  "We  saw  this 
coming  a  long  time."  ■ 


Beyond  Lotus  Blossoms 

A  cargo  of  dried  watercress,  gin- 
lotus    paste    and    other    food- 

stuils  landed   at    Vancouver,   B.C. 

last  month  and  was  shipped  to  San 

Francisco.  Thus.   U.S.   trade  with 

China  resumed  after  more  than  20 

years.    But    as    everybody    knows. 

the  journev  ot  a  thousand  miles 
begins  with  a  single  step,  and  the 
ginger  and  lotus  paste  will  lead  in 
time  to  a  bustling  trade  between 
the  I'.S.  and  China.  How  much? 
Nobody  knows  just  now.  but  Mar- 
tin !•".  Klingenberg,  conceding  opti- 
mism, hopes  to  see  $50  million 
worth  ol  trade  within  a  year. 

Klingenberg  is  a  28-year-old 
Washington,  D.C.  lawyer  who  eai 
lier  this  veai  saw  business  possi- 
bilities in  the  sudden  renewed  cor- 
diality between  Washington  and 
Peking.  But  Klingenberg  did  not 
tiv  to  make  contact  with  Peking. 
Instead,  he  got  in  touch  with  Al- 
vin  Hamilton  in  Ottawa,  the  man 
who  in  1961  negotiated  the  origi- 
nal Canadian  sale  of  wheat  to 
Mao  Tse-tung's  China.  Hamilton 
thus  has  the  confidence  of  the  Chi- 
rese  at  their  new  Ottawa  embas- 
sv .  Other  Americans  who  have 
tried  to  get  an  audience  at  that 
Ottawa  embassy  have  been  turned 
away.  But  Hamilton  took  Klingen- 
berg in  and  introduced  him.  Now, 
working  closely  with  the  Canadian 


trading  company  ol  which  Hamil- 
ton is  a  member,  Klingenberg  has 
formed  a  90-member  China  Trade 
Association  and  incorporated  Chi- 
na America  Trading  Co.  to  repre- 
sent American  companies  when  and 
if  China  agrees  to  large-scale  trade 
with  the  U.S. 

Members  of  the  Trade  Associa- 
tion range  in  size  and  interest  from 
Kaiser  Industries  to  the  Japanese 
Trade  Center  of  Chicago  to  the 
inevitable  sporting  goods  distribu- 
tor interested  in  bringing  Chinese 
table  tennis  equipment  to  the  U.S. 
From  the  members,  Klingenberg 
has  drawn  up  a  list  of  items  that 
the  U.S.  might  buy  from  China. 

What  could  they  purchase? 
Well,  the  Chinese  are  world  sup- 
pliers ol  tungsten  and  antimony. 
Then  there  are  Chinese  objets  dart, 
foodstuffs,  cashmere,  mohair  and 
angora.  The  possible  U.S.  exports 
are  economically  more  meaningful. 
"The  Chinese  have  to  mechanize 
agriculture,"  says  Klingenberg, 
"they  need  U.S.  farm  machinery" 
—because  only  the  U.S.  and  Can- 
ada have  dry  farming  conditions 
like  China's.  According  to  Hamilton, 
chemical  fertilizer,  newsprint  and 
wood  would  also  be  high  on  the 
Chinese  shopping  list.  But  he  cau- 
tions that  doing  business  with  them 
will  take  more  diplomacy  than  U.S. 
businessmen  are  used  to. 

The  next  Canton  Trade  Fair,  a 


semiannual  orgy  of  economic  co- 
existence in  Mao's  China,  is  Oct. 
15.  Klingenberg  hopes  to  be  there, 
in  on  the  ground  floor  of  the  new 
version  of  the  old  China  Trade.  ■ 

Klingenberg  of 
China  America  Trading 
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Faces  Behind  the  Figures 


Bedtime  Prayers 

Thirteen  years  ago  Donald  H. 
McGannon,  the  50-year-old  presi- 
dent of  Westinghouse  Broadcast- 
ing (Group  W),  took  on  all  three 
television  networks  when  he  start- 
ed pushing  for  access  to  the  lucra- 
tive prime-time  hours  of  7:30  to 
11  p.m.  Last  year  the  Federal 
Communications  Commission  final- 
ly saw  things  McGannon's  way, 
and  told  the  networks  to  give  a 
half  hour  per  night  back  to  local 
stations  starting  in  September. 

For  the  networks,  this  meant  a 
loss  of  at  least  $170  million  in  ad- 
vertising revenues.  That  on  top  of 
last  year's  loss  of  $200  million  to 
$225  million  in  cigarette  advertis- 
ing and  this  year's  trend  toward 
sponsors  buying  shorter,  cheaper 
commercial  time  segments. 

Ironically,  the  rule  may  be  a 
boon  to  ABC,  frequently  shy  of 
sponsors.  But  there  was  no  rejoic- 
ing at  CBS  or  NBC.  In  fact,  CBS 
has  taken  the  rule  to  court. 

"I  don't  want  to  be  the  villain 
in  the  black  hat,"  says  McGannon. 
"But  every  night  before   I   go  to 


sleep,  I  pray  the  rule  will  work." 
Small  wonder.  The  ruling  opens 
up  a  virgin  market  for  Group  W. 
McGannon  has  produced  six  half- 
hour  series  available  for  syndica- 
tion to  stations  now  with  half-hour 
gaps  in  their  programming.  But  the 
implications  of  the  rule  for  Group 
W  go  far  beyond  that. 

"There  have  been  20  years  of 
really  phenomenal  growth  in  this 
industry,"  says  McGannon,  "and  all 
the  comfort  that  goes  with  it.  It 
has  had  an  artificial  upward  pres- 
sure on  costs."  McGannon,  whose 
most  expensive  show  cost  $40,000 
to  produce,  vs.  a  network  scale  of 
$150,000  per  half  hour,  compares 
the  network  production  situation  to 
the  moviemakers'  era  of  extrava- 
gance in  the  1930s  and  1940s. 

That  era  ended  when  the  Justice 
Department  in  1948  forced  the 
moviemakers  to  divest  their  the- 
aters. Some  Wall  Streeters  see  a 
parallel  in  the  access  rule  on  TV: 
It,  too,  will  open  prime  time  to  pro- 
ducers so  far  excluded.  Those  who 
make  it  can  also  hope  to  make  it 
bigger  in  tomorrow's  CATV  and 
video  cassette  revolution. 


McGannon  of  Wesf/nghouse 

For  Don  McGannon,  whose 
Group  W  last  year  contributed  20% 
of  Westinghouse's  net  income  on 
only  7%  of  its  sales,  the  question  is 
how  well  he  can  capitalize  on  his 
lead  time.  He  doesn't  have  forever 
to  prove  his  point.  If  independents 
don't  prove  the  access  rule  viable 
within,  say,  two  years,  the  FCC 
will  probably  reconsider.  ■ 


Miracle  without  Test  Tube 

Drug  companies  often  produce 
miracles,  but  not  always  from  the 
laboratory.  Take  tiny  Alza  Corp.  of 
Palo  Alto,  Calif.  Alza  was  set  up  by 
Dr.  Alejandro  Zaffaroni,  president 
of  Syntex  Corp.'s  research  subsidi- 
ary. He  was  studying  better  ways 
than  pills  or  injections  to  administer 
drugs,  but  Syntex  gave  this  research 
low  priority.  So  in  1968  the  Uru- 
guay-born biochemist  incorporated 
Alza  (A/ejandro  Zaffaroni)  with 
Syntex  as  a  25%  partner.  A  year 
later  Syntex  spun  off  its  shares  to 
its  own  stockholders,  making  Alza 
completely  independent. 

Now,  Alza  hasn't  found  any 
medical  miracles  yet.  In  fact,  after 
three  years,  Alza  has  neither  sales 
nor  earnings,  only  expenses.  Nor 
does  it  expect  any  sales  or  earnings 
until  late  1972.  But  at  a  recent 
price  of  $20  on  the  Pacific  Coast 
Stock  Exchange,  A  l/a  is  worth  $88 
million  on  paper. 

Obviously,  investors  hope  it  will 
be  another  Syntex.  Alza  is  working 
on  brand-new  methods  of  adminis- 
tering drugs,  like  a  plastic  mem- 
brane inserted  under  the  eyelid  that 
slowly   releases    glaucoma    medica- 


tion. And  Zaffaroni,  a  respected 
scientist  and  a  developer  of  The 
Pill,  has  rounded  up  some  presti- 
gious associates  and  advisers. 

But  there  are  problems.  If  Alza's 
research  is  unproductive,  there  may 
never  be  any  revenues.  If  products 
are  developed,  they  must  be  ap- 
proved by  the  Food  &  Drug  Admin- 
istration, a  long,  costly  process.  If 
the  products  are  developed  and  ap- 
proved, Alza  must  build  marketing 
and  production  facilities,  unless  it 
is  to  be  purely  a  licensing  compa- 
ny. Meanwhile,  Alza  will  have 
spent  an  estimated  $7  million  on 
R&D  by  the  end  of  1971. 

Considering  all  this,  wouldn't  it 
have  been  better  to  have  Syntex' 
financial  muscle  supporting  Alza's 
research?  Or  were  Alza's  owners— 
possibly  on  the  advice  of  Charles 
Allen,  Syntex  financial  adviser  for 
over  a  decade— simply  hoping  for 
a  S\  ntex-like  stock  performance? 

Zaffaroni  won't  say,  nor  will  any- 
one at  Allen  &  Co.,  the  main  under- 
writer for  a  $12-million  new  rights 
offering  just  completed.  They  claim 
they  can't  talk  because  they're  in 
registration;  this  despite  new 
Securities  &  Exchange  Commission 
Chairman  William  J.  Casey's  assur- 


ance that  no  such  prohibition  exists. 
If  there  are  questions,  however, 
they  don't  seem  to  be  bothering 
anyone:  Alza  recently  raised  $11.5 
million  through  a  private  place- 
ment. Meanwhile,  Dr.  Zaffaroni 
has  a  tidy  paper  gain  of  about 
$24  million  on  his  27%  holding  of 
Alza  stock.  Who  says  miracles  have 
to  come  from  test  tubes?  ■ 


Zaffaroni  of  Alza  Corp. 
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A  Battle  but  Not  the  War 

For  nearly  every  one  of  the  last 
44  years.  General  Motors'  Chevro- 
let division  has  been  king  of  the 
road,  the  nation's  No.  One  car- 
maker. With  sales  of  $8  billion  to 
•S10  billion,  it's  a  giant  company. 

With  giant  problems.  In  1969  it 
sold  2  million  cars,  the  same  as  in 
1962— though  the  car  market  had 
grown  by  a  third.  Chevy's  market 
share  fell  from  30%  to  202  by  early 
1970.  Arch  rival  Ford  has  gained 
ground  on  Chevy,  and  sales  of  im- 
ported cars  are  at  record  levels. 

Meanwhile,  Chevy's  rising  fixed 
costs  and  production  capacity  have 
played  a  big  part  in  holding  down 
CM's  earnings,  which  peaked  in 
1965  at  ST. 41  a  share  on  $20.7- 
billion  sales  and  fell  to  $5.95  in 
1969  on  sales  of  $24.3  billion  ( 1970 
was  a  strike  year  at  CM).  CM's 
vital  profit  margin  tlius  fell  from 
over  10  cents  on  the  sales  dollar 
to  7  tents,  and.  (.\1  Chairman 
James  Roche  says  flatly  (Forbes, 
May  15),  must  not  decline  further. 

Taking  the  cue.  Chevy  Ceneral 
Manager  John  Z.  DeLorean  adds 
"I  regard  it  as  my  No.  One  priority 
to  improve  Chevrolet's  financial 
position.  This  means  we  have  to 
sell  more  cars."  Then  he  ticks  off 
a  list  of  reasons  why  Chevy  hasn't 
been  selling  more  cars:  It  was  late 
with  new  models  and  features.  In- 
adequate quality  control.  Too  many 
layers    of    management.    Poor    co- 


ordination between  departments. 
Low  advertising  effectiveness. 

DeLorean,  who  ran  Pontiac  until 
early  1969  and  is  only  46,  cer- 
tainly appreciates  his  achievements 
at  Chevrolet:  "We've  changed  just 
about  everything,"  he  says,  "espe- 
cially management  structures,  ob- 
jectives and  financial  controls." 
Still,  Chevrolet  is  set  up  like  other 
GM  divisions,  with  a  general  man- 
ager and  staff  managers— the  way 
you  would  organize  a  small  busi- 
ness. "That's  the  problem,"  admits 
DeLorean.  "This  was  probably  very 
logical  back  when  Chevrolet  was  a 
single  product  line,  but  it's  so  much 
more  complicated  today  that  the 
old  management  systems  aren't 
able  to  comprehend  it. 

"For  example,"  he  goes  on,  "a 
few  years  ago— before  I  got  here— 
the  sales  department  had  a  major 
contest  on  four-cylinder  Novas.  Ev- 
ery dealership  had  banners,  ads 
were  in  the  magazines  and  every- 
thing else.  But  nobody  had  bothered 
to  tell  manufacturing,  who,  be- 
cause of  declining  sales  in  four- 
cylinder  engines,  had  gradually 
moved  out  most  of  the  equipment." 

So  far,  things  are  going  well  for 
DeLorean.  Chevy  sales  are  up  10% 
this  year,  OS.  6%  at  Ford,  its  mar- 
ket share  up  from  202  to  222.  For 
all  of  1971,  DeLorean  looks  for 
record  or  near-record  sales  of  2.5 
million  cars  and  750,000  trucks, 
well  over  $10  billion  worth. 

Even  so,  he  faces  an  uphill  fight 


against  the  imports,  now  at  16% 
of  the  market.  Echoing  the  claims 
made  when  Detroit's  first  compacts 
hit  the  market  in  the  late  1950s, 
he  insists  that  Chevy's  new  sub- 
compact  Vega  and  Ford's  Pinto 
have  largely  won  the  battle: 
"Where  the  imports  are  still  strong 
is  in  the  sporty  end  of  the  market 
—the  Datsun  240Z  and  others— and 
in  the  luxury  end— like  Mercedes." 

DeLorean  says  his  problem  is 
building  enough  Vegas:  "With  a 
lot  of  overtime,  we  have  the  ca- 
pacity to  turn  out  a  little  over 
400,000  this  year.  I  think  I  could 
sell  between  600,000  and  700,000, 
and  if  I  had  them  I'd  really  slow 
down  the  foreign  cars  more,  may- 
be to  10%  of  the  market." 

Perhaps.  Datsun  and  Toyota 
sales  are  up  sharply,  Volkswagen's 
off  only  slightly;  all  three  import- 
ers say  their  big  problem  is  get- 
ing  cars,  not  selling  them.  De- 
Lorean concedes  he  won't  drive  the 
imports  from  the  East  and  West 
Coasts,  where  they  are  entrenched. 
His  best  hope  is  to  stop  their  in- 
vasion of  the  Midwest. 

All  in  all,  DeLorean  has  won  some 
battles,  not  the  war.  Among  other 
things,  he  must  make  sure  his 
gains  at  Chevy  are  permanent.  If 
he  moves  up  to  a  GM  group  vice 
presidency  and  Chevrolet  sales 
drop  sharply— as  they  did  at  Pon- 
tiac after  he  left  there— then  his 
chances  of  becoming  president  of 
GM  some  day  will  suffer  greatly.  ■ 


DeLorean  of  Chevrolet 
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The  Funds 


Is  It  a  Bull?  Or  a  Bear? 


Check  one  answer:  The  fact  that 
the  flow  of  new  money  into  mutual 
funds  has  been  less  than  redemp- 
tions for  both  May  and  June  is:  1) 
highly  bullish;  2)  highly  bearish. 
We'd  have  to  give  you  a  passing 
grade  for  either  answer. 

Once  the  stock  market  got  over 
the  initial  scare  about  redemptions, 
fundmen  began  explaining  that  it 
was  okay,  don't  worry.  Some  of 
them  used  a  variation  of  the  odd- 
lot  theory— the  idea  that  the  little 
guy  is  usually  wrong  at  critical 
junctures.  Charles  Schaeffer,  presi- 
dent of  T.  Rowe  Price  Growth 
Stock  Fund,  explains  it  so:  "The 
same  people  who  redeem  now  will 
do  just  what  they  have  done  in 
the  past.  When  the  market  is  higher 
they  will  go  back  in."  Other  fund- 
men  pointed  out  that  May  is  a 
poor  month  for  fund  sales  anyway. 

But  you  could  make  a  bearish 
case,  too.  And  those  heavy  June 
redemptions,  up  128%  over  June  of 
1970?  Well,  that  was  one  more 
sign  for  the  bulls  that  the  little  fel- 
low was  acting  true  to  form.  The 
pessimists  were  suggesting  that  the 
anemic  increases  in  sales  might  not 
be  a  temporary  thing.  If  this  were 
so,  then  the  funds  would  cease  to 
have  a  regular  flow  of  new  money 
to  pour  into  the  market. 

The  pessimists  point  to  what  they 
believe  is  a  basic  deterioration  in 
the  whole  system  by  which  mutual 
funds  are  marketed.  ("Funds,"  the 
industry  never  tires  of  saying, 
"aren't  bought,  they  are  sold.")  The 
bear  market  has  driven  many  sales- 
men out  of  the  business.  The  fold- 
ing of  many  branch  offices  has  fur- 
ther reduced  the  number  of  sales- 
men. Still  others  have  found  that 
oil  leases,  municipal  bonds,  even 
real  estate  are  easier  and  more  re- 
warding to  sell  (Forbes,  July  15). 

The  salesmen  who  remain  don't 
always  find  fund  selling  as  profit- 
able as  it  used  to  be.  In  December 
1968  the  Securities  &  Exchange 
Commission  abolished  customer- 
directed  giveups.  Until  then,  many 
fund  salesmen  got  not  one  but  two 
commissions.  The  first  was  on  the 
sale  itselt;  the  second  was  from  a 
share  of  the  brokerage  business 
that  the  Fund  consequently  di- 
rected  to  the  houses  that  sold  it* 
mutual  fund  shares. 

With   the   advent   of  negotiated 


rates,  the  opportunity  for  "reciproc- 
ity" dried  up  further.  Fund  sales- 
men had  to  depend  more  and  more 
on  their  dealer  concessions  from 
selling  new  funds.  Which  meant 
one  commission,  not  two. 

Next,  the  SEC  implemented  an 
amendment  to  the  Investment 
Company   Act   of    1940   that   also 


Counting  the  Sheep 

One  successful  mutual  fund  man 
indulges  in  what  he  calls  "count- 
ing the  sheep."  Says  he:  "As  the 
market  resumes  its  rise,  the  small 
investors,  the  sheep,  will  continue 
to  liquidate,  grateful  for  coming 
out  even.  They'll  continue  doing  so 
until  around  1100  on  the  Dow, 
when  they'll  start  buying  again. 
They'll  keep  buying  all  the  way  up 
to  1300,  at  which  point  they'll  be 
ready  for  shearing."  This  man 
thinks  heavy  redemptions  are  thus 
a  bullish  sign  for  the  market.  Oth- 
ers aren't  so  sure.  They  reason  as 
follows:  Burned  badly  in  the  per- 
formance game,  tempted  by  high 
bond  yields,  worried  about  his 
family,  community  and  nation,  the 
typical  fund  buyer  is  in  no  mood 
to  listen  to  sales  talks  about  the 
advantages  of  professional  man- 
agement and  about  the  long-term 
growth  of  the  economy.  And  he 
worries  about  how  to  identify  spec- 
ulative funds  in  sheep's  clothing. 


hurt.  Many  fund  salesmen  depend- 
ed on  sales  of  contractual  plans 
for  their  prime  income.  With  con- 
tractuals,  50%  of  a  customer's  first- 
year  payments  went  to  cover  sales 
commissions.  Now,  no  more  than 
20%  can  go  for  commissions  in  any 
one  year,  or  the  salesman  must 
take  the  risk  of  having  much  of 
the  initial  sales  commission  refund- 
able over  the  first  18  months. 

Sales  also  have  fallen  more  than 
might  have  been  anticipated  be- 
cause so  many  fund  salesmen  used 
a  hard  sell.  They  did  not  sell  on 
the  traditional  fund  concept  that 
funds  could  be  a  great  long-term 
means  for  the  average  investor  to 
participate  in  the  economy's  growth 
and  guard  against  inflation. 

Instead,  many  salesmen  sold  on 
short-term  performance  on  the  ba- 


sis of  periods  as  brief  as  a  single 
quarter.  The  salesmen  found  per- 
formance easier  to  sell  than  the  old 
concept  of  financial  planaing  and 
steady  but  unexciting  gains. 

The  collapsed  performance 
.funds  certainly  didn't  offset  infla- 
tion or  beat  the  Dow  Jones  aver- 
age. True,  many  funds  have  done 
a  good  job.  But  the  dart-thrower 
or  coin-tosser  could  turn  out  re- 
sults superior  to  many  go-go  funds. 

"The  types  of  mutual  funds  that 
were  sold  during  the  bull  market 
of  1967-68  were  more  speculative 
than  people  really  knew,"  asserts 
Wellington  Fund  Chairman  John 
Bogle.  "Probably  three-fourths  of 
the  industry's  sales  were  going  into 
the  more  aggressive  funds  without 
enough  consideration  being  given 
to  the  risk  in  those  funds.  People 
then  lost  money,  were  surprised 
and  disabused  about  the  notion  of 
mutual  funds." 

How  many  investors  who  were 
steered  into  go-go-funds-that-went- 
wrong  wish  to  put  more  capital 
into  the  hands  of  those  who  squan- 
dered the  first  bankroll? 

So  pessimists  wonder  if  sales  will 
snap  back  as  quickly  or  as  vig- 
orously as  the  optimists  claim  even 
when  the  market  turns  up.  The 
burned  may  not  distinguish  among 
different  types  of  funds. 

The  optimists  find  cheer  even 
in  the  sales  situation.  Instead  of 
being  performance  hucksters,  most 
future  salesmen  really  may  be 
equipped  to  help  customers  as 
long-run  financial  planners.  The 
people  they  sell  will  stay  sold. 

The  basic  need  that  funds  satis- 
fy could  offset  most  of  the  past 
distribution  ineptness.  "People  will 
come  back  to  the  funds,"  says  Mas- 
sachusetts Financial  Services  Se- 
nior Vice  President  John  Barnard 
Jr.  "The  funds  satisfy  a  desire  not 
for  spectacular  performance  but 
for  a  convenient,  well-administered 
form  of  participation  in  the  econo- 
my with  management  responsibil- 
ity out  of  the  investor's  hands." 

Indeed,  the  six  funds  of  the  In- 
vestors Diversified  Services  group 
do  not  have  a  redemption  problem 
even  now.  They  were  sold  on  a 
conservative  basis. 

Is  the  drying  up  of  fund  sales, 
then,  bullish  or  bearish  for  the 
stock  market?  We  hate  to  do  it, 
but  we'll  have  to  fall  back  on  that 
old  journalistic  cop-out  and  say: 
Time  alone  will  tell.  ■ 
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MAY , 126.1 

JUNE 125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122J! 

FEB 125.1 

MAR 128.6 

APR 132.7 

MAY 135.2 

JUNE  (Prel.)  136.3 


Composed  ol  the  following 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  ol  hard  goods  are  we  ordering' 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept    o' 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in.  con- 
sumer installment  debt) 

•  How  costly  are  services?  fDepf.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  oil?  (U.S. 
Dept.  ot  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L  O.  Hooper 


What  Price  Glory? 


Like  most  more  experienced  ana- 
lysts, I  have  long  marvelled  at  what 
investors  are  willing  to  pay  for  both 
actual  and  possible  growth.  So  far  as 
logic  goes,  I  have  never  been  able  to 
justify  30  times,  40  times,  50  times, 
or  even  more,  as  a  reasonable  price/ 
earnings  ratio.  There  have  been  many 
times,  however,  when  the  market  has 
not  agreed  with  me.  Nor  can  I  gain- 
say that  many  of  the  people  who 
bought  and  held  stocks  like  IBM, 
Xerox  and  Polaroid  have  done  better 
than  I  have  done  with  some  of  my 
more  conventional  "bargains." 

The  stock  to  end  all  growth  stocks 
has  been  International  Business  Ma- 
chines, which  at  one  time  was  ap- 
praised in  the  stock  market  for  as 
much  as  $44  billion.  I  know  a  number 
of  longtime  owners  of  this  stock  who 
have  costs  as  low  as  $1  a  share.  Near- 
ly 600,000  investors  are  shareholders 
of  record  in  spite  of  the  fact  that  it 
always  has  been  a  big  ticket  (high 
dollar  price)  item.  Indeed,  to  many 
trust  officers,  investment  counsellors- 
and  individuals,  IBM  has  become  al- 
most as  much  of  a  religion  as  a  stock. 

At  last  year's  high  the  stock  sold  at 

Mr.    Hooper   is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


42  times  1970  earnings.  It  sold  at  56 
times  earnings  in  1967;  and  the  Stan- 
dard &  Poor's  tabulation  computes 
that  it  has  not  sold  for  less  than  27 
times  earnings  during  the  past  ten 
years.  Bight  now  it  is  at  around  33 
time"s  a  fair  estimate  of  1971  earn- 
ings. Perhaps  more  than  any  other, 
tins  stock  is  the  living  embodiment  of 
the  whole  high  price/ earnings  phi- 
losophy. That's  exactly  why  its  recent 
stock  market  behavior  is  so  interest- 
ing—and so  important. 

Becent  publication  of  earnings  for 
the  second  quarter,  showing  no  im- 
provement over  the  second  quarter  of 
1970,  caused  IBM  to  drop  sharply. 
The  stock  dropped  20  points,  knock- 
ing $2.3  billion  off  the  market  ap- 
praisal of  the  company  in  about  36 
hours.  Now,  there's  nothing  wrong 
with  IBM,  except  that  it  is  not  grow- 
ing so  fast,  and  there's  a  possibility 
(say  it  softly  because  it  was  thought 
impossible)  that  the  company  may 
earn  a  few  cents  less  per  share  this 
year  than  in  1970  instead  of  a  few 
cents  more. 

IBM  still  is  doing  more  than  70% 
of  the  world's  computer  business,  and 
taking  business  away  from  its  com- 
petitors. The  computer  business  now, 


however,  is  much  more  mature.  It  is 
not  growing  so  fast  percentagewise, 
and  many  marginal  companies  in  all 
areas  of  the  computer  business  are 
hurting,  some  threatened  with  extinc- 
tion. Furthermore,  it's  difficult  for 
a  company  with  a  gross  income  of 
$7.5  billion  and  114.7  million  shares 
to  experience  the  percentage  growth 
it  did  when  both  the  industry  and 
the  company  were  much  smaller. 

So,  it  seems  to  me,  the  price  of  IBM 
stock  should  reflect  much  slower 
growth  (perhaps  none  this  year)  in 
per-share  earnings.  The  price/ earn- 
ings ratio,  already  down  from  56  to 
around  33,  logically  could  get  back  to 
20  to  25.  Probably  it  won't  go  as  low 
as  this  because  there  is  an  afterglow 
of  the  past  and  because  many  owners 
have  such  enormous  paper  profits  in 
IBM  that  they  won't  sell  it  and  incur 
the  capital  gains  taxes  involved. 

But  what  about  the  effect  of  the 
deflation  of  IBM  multiple  on  other 
stocks?  Will  not  investor  experience  in 
IBM,  and  in  a  host  of  less  deserving 
issues  (many  of  them  not  deserving  at 
all),  be  an  influence  in  making  peo- 
ple more  suspicious  of  high  price/ 
earnings  ratios?  On  the  next  page 
there  is  a  tabulation  showing  what 
has  happened  to  prices  of  some  other 
glamour  issues,  or  former  "wonder" 
stocks,  most  of  them  related  to  the 
computer  industry.  See  what's  hap- 
pened to  Memorex  at  20%  of  its  for- 
mer high,  University  Computing  at 
16%  and  Litton  at  28%.  At  the  moment 
those  three  would  seem  more  like 
"problem"  stocks  than  "growth"  issues. 

If  you  want  to  compute  P/E  ratios 
on  the  others  (I  would  not  try  to  es- 
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WHICH  FUNDS  WERE 
TOP  PERFORMERS?? 

FundScope,  the  national  monthly  mutual 
fund  magazine,  takes  a  cold  hard  look  at 
the  performance  records  of  454  mutual 
funds  and  comes  up  with  some  eye-open- 
ing data.  Included  in  these  performance 
tables  are  so-called  Go-Go  funds,  No-Load 
funds  and  funds  little  known  except  to 
professional  investors. 

This  dynamic  analysis  gives  you  per- 
formance results  for  each  mutual  fund 
and  the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and  BELOW- 
AVERAGE  performers  for  each  year  since 
1963.  You  may  be  surprised  to  learn  that 
only  two  funds  hit  the  TOP  10%  in  five  of 
the  eight  years,  one  fund  made  the  TOP 
10%  in  four  of  the  eight  years,  twelve 
funds  made  the  TOP  10%  in  three  of  the 
eight  years.  FUNDSCOPE  NAMES  ALL 
THESE  FUNDS  as  well  as  the  above-aver- 
age performers  for  each  of  the  8  years. 

SPECIAL  OFFER 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS— 5  big  bonuses,  including  the  484- 
page  1971  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  information 
you  need  on  456  funds.  (THIS  GUIDE  ALONE 
SELLS  FOR  $15.)  AND  4  bonus  reports:  "Are 
No-Load  Funds  A  Bargain?";  "Which  Funds 
Were  Top  Performers?";  "Which  Funds  Per- 
formed Well  In  Up  And  Down  Markets?":  "How 
Does  FundScope  Rate  Your  Fund?"  ALL  YOURS 
WITH  A  TRIAL  SUBSCRIPTION. 
ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-18 

Suite  700,  1900  Avenue  of  the  Stars 

Los  Angeles,  Calif.  90067 


DIRECTED  TOWARD  _  - 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days,  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 

F-323 


Name 


Street  &  No. 


City. 


State Zip 


• 


BABSON'S  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS.  MASS.  02181 


timate  earnings  for  1971  on  the  first 
two),  current  estimates  of  analysts 
put  the  1971  per-share  earnings  of 
Burroughs  at  $4.15  a  share,  Com- 
puting &  Software  at  $1.30,  Control 
Data  at  $2.25,  Digital  at  $1,  Litton 
at  $1.40,  National  Cash  Register  at 
$1.90  and  Sperry  Rand  at  $2.35. 

The  above  discussion  is  presented 
only  to  stimulate  thinking,  and  does 
not  imply  any  hard  and  fast  recom- 
mendation concerning  any  stock. 
What  has  happened  in  high  P/E 
stocks,  however,  does  suggest  a  few 
generalizations  which  seem  valid:  1) 
A  very  high  P/E  ratio,  in  most  cases, 
should   make   the   investor   skeptical. 

2)  Most  growth  industries  and  growth 
stocks  eventually  become  representa- 
tive of  relatively  mature  businesses 
(the  aluminums  are  a  good  example). 

3)  In  almost  any  growth  industiy 
there  eventually  are  more  failures  than 
successes,  especially  among  the  small- 
er companies.  4)  When  speculating 
in  growth  stocks  (you  "invest"  in  only 
a  small  minority  of  them),  keep  in 
mind  that  you  don't  marry  them  ex- 
cept on  a  trial  basis,  and  that  it  often 
pays  to  nail  down  profits  when  en- 
thusiasm runs  riot,  as  it  has  recently 
in  Bausch  &  Lomb  for  instance.  5) 
Investing,  or  speculating,  in  growth 
stocks  involves  a  high  degree  of  risk 
which  can  be  justified  only  by  very 
high  profits.  I  have  always  thought, 
even  at  the  peak  of  growth  enthusi- 
asm, that  there  are  more  alleged 
growth  stocks  than  growth  stocks.  Get- 
ting out  in  time,  even  in  the  good 
ones,  is  even  more  important  than  get- 
ting in  in  time. 

I  know  now  that  in  important  quar- 
ters there  is  a  tendency  to  think  more 
in  terms  of  cyclical  stocks,  if  they  are 
reasonably  priced  and  "carry  a  story," 
than  in  terms  of  high-multiple  issues. 
For  example,  there  is  much  construc- 
tive thinking  about  Bethlehem   Steel 


(22&)  paying  $1.20  and  expected  to 
earn  $2.50  a  share  this  year.  Of 
course  second-half  earnings  will  be 
well  below  the  first  half,  strike  or  no 
strike;  but  the  thought  is  that  the 
property  improvements  of  the  past 
few  years,  especially  in  the  Chicago 
area,  have  made  Bethlehem  a  much 
lower-cost  producer.  There  is  an  an- 
ticipation that  Bessie  may  earn  $3.40 
to  $3.50  next  year  and  increase  its 
dividend.  Here  is  a  thoroughly  de- 
flated stock  which,  at  this  price,  is 
discounting  nothing  good  in  advance. 

Cashing  In 

Allied  Chemical  (33)  is  expected 
to  show  between  $1.90  and  $2  a 
share  this  year  after  $1.56  in  1970. 
Cash  flow  is  thought  to  be  better  than 
$7.  This  company,  after  being  very 
slow  about  it,  seems  to  be  cashing  in 
on  heavy  capital  expenditures  during 
the  past  four  or  five  years. 

The  tobacco  industry  is  increasing 
sales  faster  than  expected,  with  the 
younger  generation  unimpressed  with 
the  health  scare.  Costs  are  down  and 
profit  margins  are  up.  The  Lorillard 
subsidiary  of  Loew's  Corp.  (56)  has 
been  doing  outstandingly  well.  Loew's 
also  is  doing  well  with  its  hotels. 

The  aluminum  industiy  is  suffering 
from  uncontrolled  price  cutting,  and 
earnings  are  extremely  disappointing, 
making  it  seem  inadvisable  to  contin- 
ue to  hold  these  former  growth  stocks 
unless  you're  willing  to  be  very  patient. 

Some  of  the  most  careful  and  best 
informed  analysts  I  know  are  accumu- 
lating International  Paper  (34M),  be- 
lieving that  the  paper  situation  will 
begin  to  turn  for  the  better  during 
the  next  few  months  and  that  1972 
will  be  a  good  year.  I  think  we  should 
expect  a  two-sided,  selective  market 
with  neither  a  boom  nor  a  bust.  You 
should  think  in  terms  of  individual  is- 
sues, not  in  terms  of  the  market.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


A  Second  Look 


Over  the  many  years  that  I  have  been 
writing  this  column,  its  objective  has 
been  to  comment  on  the  state  of  the 
economy  and  the  stock  market,  and 
to  discuss  individual  situations  which 
seem  to  have  above-average  merit  as 
investments  or  speculations.  Scores  of 
stocks  will  usually  be  mentioned  over 
any  extended  period  of  time,  but  a 
regular  follow-up  is  not  feasible.  This 
column  never  was  intended  to  be  an 
investment  advisory  service  with  an 
approved  list  of  recommended  stocks. 
Other  publications  fulfill  such  needs. 
Nevertheless,  it  does  bother  me  to 
sire  a  child  and  simply  leave  it  in 
someone's  stock  portfolio  and  forget 
about  it.  Therefore,  I  shall  use  the 
summer  doldrums  to  review  at  least 
some  of  the  stocks  mentioned  here 
since  the  beginning  of  the  year. 

Sometimes  it  is  better  to  be  lucky 
than  smart.  Without  the  kind  assis- 
tance of  the  Lady  of  Fortune,  tlic  rec- 
ommendation of  Atlas  Chemical 
would  have  turned  into  a  lemon  in- 
stead of  a  bonanza.  Atlas,  up  50% 
Mine  February,  has  just  been  taken 
over  by  Imperial  Chemical  at  $40  a 
share.  Kentucky  Fried  Cliicken,  also 
discussed  in  the  Feb.  15  issue,  was 
merged  into  the  fold  of  Heublein  at  a 
sizable  gain  for  the  holder  of  KFC 
shares.  I  sure  appreciated  this  help  in 
taking  me  off  the  hook. 

Studebaker-Worthington  (61)  took 
a  minor  beating  when  a  consumers' 
magazine  commented  adversely  on 
the  merits  of  motor  oil  and  gasoline 
additives  sold  by  its  subsidiary,  STP 
Corp.  Meanwhile,  SKW  has  acquired 
control  of  Pan  American  Sulphur,  by 
now  largely  a  moneyed  shell,  at  what 
appear  to  be  advantageous  terms.  Al- 
though SKW's  business  has  not  ex- 
actly been  booming  this  year,  manage- 
ment expects  to  surpass  last  year's 
earnings  peak  of  $6.42  a  share.  The 
stock  deserves  a  buy/hold  rating  on  a 
semi-speculative  basis. 

If  stocks  can  do  well  in  a  sluggish, 
lackluster  market  such  as  we  have 
had  for  the  past  several  months,  we 
should  be  pleased  and  satisfied.  How- 
ever, in  line  with  the  policy  suggested 
in  my  July  1  column  ("don't  get  mar- 
ried to  your  stocks;  take  profits  to 
supplement  income"),  one  should  con- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


tinually  examine  one's  holdings  and 
ask  whether  a  certain  stock  is  still  a 
"buy"  at  present  prices.  All  too  many 
investors  fail  to  see  that  it  is  not  logi- 
cal to  hold  a  stock  if  they  wouldn't 
want  to  buy  it  today.  A  case  in  point: 
Addressograph  Multigraph,  suggested 
as  a  turnaround  speculation  on  the 
change  in  management,  performed 
even  better  than  could  have  been  ex- 
pected, rising  from  29  to  above  49 
a  few  weeks  ago.  It  has  reacted  a  few 
points  lately,  but  if  the  stock  should 
move  up  again  into  the  mid-40s,  I 
would  accept  the  profit  which  may 
be  long-term  by  then.  Skyline  Corp., 
which  rose  from  29  to  44,  is  getting  a 
little  rich  for  my  taste.  Here  again, 
profit-taking  is  suggested. 

Harris-Intertype  did  very  well  for 
a  while,  but  then  fell  back  after  pub- 
lication of  a  disappointing  March 
quarter  report.  As  purchase  of  the 
stock  is  do  longer  recommended,  the 
logical  conclusion  is  to  sell  it  at  the 
present  level  of  around  60. 

Some  To  Buy 

On  the  other  hand,  I  repeat  my 
buy  suggestion  for  Arvin  Industries 
which,  as  the  largest  maker  of  auto- 
motive exhaust  systems,  is  a  probable 
beneficiary  of  the  campaign  against 
air  pollution  caused  by  automobiles. 
Arvin  had  an  excellent  June  quarter, 
and  results  for  the  full  year  should 
show  a  complete  recovery  from  last 
year's  strike-depressed  earnings  of  only 
98  cents  a  share.  Up  nearly  20%  since 
March,  Arvin,  at  around  34,  is  still  a 
desirable  investment. 

I  also  re-recommend  Venn  Fruit, 
whose  earnings  for  the  fiscal  year  end- 
ing this  month  may  be  even  better 
than  I  had  estimated.  The  stock  had 
a  nice  move  from  19  to  25  and  is 
now  back  at  around  20.  I  think  it  is 
a  good  buy  for  investors  who  do  not 
require  a  current  dividend  income. 

Comsat  is  a  stock  for  people  with 
strong  nerves.  From  the  high  50s  in 
March,  it  skyrocketed  to  84%  a 
month  later  only  to  fall  back  to  65/2 
in  June.  This  has  become  a  highly 
volatile  trading  vehicle.  With  stocks 
of  this  nature,  it  is  usually  better  to 
grab  a  quick  profit  than  to  sweat  out 
the  six  months'  holding  period. 

This  review  will  be  continued  in 
the  Aug.  15  issue.  ■ 
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STOCK  TRENDS 

By  Charles  Roto 


Interconnect 


Interconnect.  It  could  be  the  name 
of  a  science  fiction  space  mission  or  of 
some  secret  outfit  in  the  world  of 
James  Bond,  Nick  Carter  or  Matt 
Helm.  Actually,  Interconnect  belongs 
to  the  realm  of  fact,  and  you  will  be 
hearing  more  about  it  in  the  business 
and  financial  press  and  in  brokerage 
house  reports.  For  the  term  designates 
a  new  industry  created  by  regulatory 
fiat  in  June  1968,  when  the  Federal 
Communications  Commission  gave  its 
decision  in  the  Carterfone  case. 

Prior  to  1968,  a  telephone  company 
tariff  (regulation)  prohibited  you 
from  attaching  your  own  equipment 
to  the  telephone  network.  The  Carter- 
fone Co.,  whose  main  product  is  an 
instrument  which  connects  a  two-way 
radio  to  the  telephone  system,  sued  to 
vacate  this  tariff.  The  FCC  ruling  in 
favor  of  Carterfone  ended  a  monopoly 
dating  back  to  the  inauguration  of 
telephone  service  in  1876— and  the  In- 
terconnect industry  was  born.  It  en- 
compasses voice  and  data  communica- 
tions in  a  variety  of  areas:  telephone 
equipment,  data  and  microwave  trans- 
mission, protective  alarms,  CATV,  re- 
mote meter  reading  and  mobile  radio. 

Shape  of  fhe  Future 

The  pioneer  Wall  Street  study  of 
Interconnect  was  completed  not  long 
ago  by  two  colleagues  of  mine,  Charles 
Klein  and  Howard  Winell,  who  con- 
fined themselves  to  only  one  of  the 
largest  segments  of  the  new  industry- 
business  telephone  equipment.  On  the 
basis  of  data  reported  to  the  FCC  by 
the  telephone  companies,  they  esti- 
mate that  Interconnect  sales  were 
about  $40  million  in  1970  and  that 
they  could  grow  to  some  $500  million 
by  1975.  The  Klein-Winell  study  pro- 
jects a  potential  market  for  intercon- 
necting equipment  of  $1.1  billion  by 
the  middle  of  the  decade.  Thus  Inter- 
connect, which  has  only  just  started 
to  gain  recognition  by  the  investment 
community,  could  turn  out  to  be  one 
of  the  faster  growing  industries  of  the 
Seventies.  And  a  fairly  profitable  one, 
too— pretax  profit  margins  of  12%  to 
15%  appear  to  be  a  fair  expectation. 

Business  telephone  equipment  con- 
sists principally  of  switchboards,  desk 
telephones  and  call  directors.  The  ad- 
Mr.  Rolo  is  a  vice  president  of  the  New  York  Stock 
Exchange  film  of  Edward  A.  Viner  Inc. 


"Vantages  to  a  telephone  subscriber  of 
purchasing  equipment  from  Intercon- 
nect companies  are  lower  costs  and 
service  features  currently  not  offered 
by  the  telephone  companies.  But  in 
essence  what  the  buyer  (or  lessee)  of 
Interconnect  equipment  is  getting  is  a 
switchboard  custom-made  to  meet  his 
special  requirements. 

For  large  users  of  such  equipment 
the  savings,  over  a  five-  to  ten-year 
term,  can  reach  about  25%  of  common 
carrier  rental  charges.  The  savings 
would  be  greater  but  for  a  regulation 
still  in  force  that  requires  users  of 
private  equipment  to  install  an  "inter- 
face" device— it's  analagous  to  an  ex- 
pensive fuse  box— owned  by  the  tele- 
phone company  and  designed  to  pro- 
tect the  telephone  system  from  harm. 

There  have  been  indications  that 
regulatory  policy  will  be  benevolent  to- 
ward Interconnect,  and  it  seems  likely 
that  the  tariff  requiring  installation  of 
an  "interface"  device  will  eventually 
be  eliminated.  This  would  greatly  en- 
large the  market  for  Interconnect.  On 
the  other  hand,  the  telephone  com- 
panies will  undoubtedly  become  more 
competitive  with  Interconnect  by  wid- 
ening the  range  of  service  features 
available  to  customers.  From  a  cost 
standpoint,  however,  the  Interconnect 
companies  will  retain  an  important  ad- 
vantage. Since  the  common  carriers 
are  generally  prohibited  from  selling 
equipment  to  their  customers,  they 
cannot  offer  the  savings  stemming 
from  ownership  and  from  the  purchase 
of  lower  cost  foreign  equipment. 

The  major  participants  in  the  Inter- 
connect industry  (either  as  manufac- 
turers, distributors  or  servicers)  are: 
American  Motor  Inns,  Areata  Nation- 
al, General  Dynamics,  General  Tele- 
phone, North  American  Philips,  Ples- 
sey,  RCA  and  United  Utilities.  The 
potential  impact  of  Interconnect  busi- 
ness on  the  giant  companies  in  the  list 
above  is  bound  to  be  slight.  Among 
the  giants,  United  Utilities  could 
achieve  benefits  from  its  involvement 
which  might  improve  slightly  the  val- 
uation accorded  the  stock. 

UT's  Interconnect  operations,  or- 
ganized some  15  months  ago,  lost  $2 
million  pretax  in  1970.  By  1975,  they 
could  be  generating  sales  of  $50  mil- 
lion to  $55  million  and  after-tax  earn- 
ings of  about  $4  million.  Thus,  over 
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the  next  four  years,  there  could  be  an 
earnings  swing  of  perhaps  S5  million 
in  this  area— equivalent  to  roughly  15 
cents  per  share. 

This  year,  UT's  overall  earnings  are 
expected  to  be  around  $1.40  per  share, 
and  a  growth  rate  of  9%  to  10%  (al- 
lowing for  continuing  equity  financ- 
ing) seems  a  reasonable  expectation. 
The  stock,  which  pays  a  92-cent  divi- 
dend, was  recently  selling  at  21. 

Leverage  Candidates 

American  Motor  Inns  (29)  derives 
its  income  (S36  million  in  1970)  from 
motels  and  restaurants,  a  correspon- 
dence school  subsidiary,  and  Intercon- 
nect. The  company's  Interconnect 
sales  should  exceed  $5  million  in  the 
fiscal  year  ending  July  30,  and  the 
current  order  rate  points  toward  sales 
of  $12  million  in  fiscal  1972.  The  In- 
terconnect contribution  to  earnings  is 
estimated  at  over  10  cents  per  share 
in  1971,  30  cents  or  better  in  1972 
and  perhaps  55  cents  in  1973.  Thus, 
American  Motor  Inns  offers  investors 
the  most  leveraged  exposure  to  Inter- 
connect currently  available. 

The  company's  overall  earnings  in 
fiscal  1971— probably  around  95  cents 
per  share,  fully  diluted— will  be  below 
original  expectations,  maink  because 
of  a  slight  decline  in  motel  occupancy 
rates.  However,  a  finning  of  the  econ- 
omy and  gains  in  Interconnect  could 
uh  e  a  strong  boost  to  earnings  in  fis- 
cal 1972-possibly  to  the  $1.35  level. 

The  stock— selling  at  about  30  times 
this  year's  estimated  earnings  and  22 
times  our  1972  projection— may  appear 
quite  richly  valued.  But  these  mul- 
tiples are  not  out  of  line  with  those 
prevailing  for  growth  equities  in  the 
hotel-motel  industry.  This  means,  in 
effect,  that  investors  are  not  paying 
any  premium  for  the  company's  strong 
stake  in  Interconnect. 

Areata  National  (16),  which  de- 
rives the  bulk  of  its  revenues  (about 
$190  million)  from  timberlands,  print- 
ing and  information  services,  is  cur- 
rently the  leader  in  Interconnect.  Sales 
in  this  area  probably  reached  about 
$14  million  in  the  year  ended  June 
30,  and  thev  could  exceed  $30  million 
in  fiscal  1972,  which  could  contribute 
25  cents  per  share  to  earnings. 

However,  the  company  has  experi- 
enced severe  problems  in  certain  seg- 
ments of  its  business;  and  after  four 
years  of  strong  earnings  growth,  a  loss 
is  indicated  for  fiscal  1971.  A  number 
of  write-offs  in  the  problem  areas  have 
probably  cleared  the  way  for  a  re- 
bound in  earnings  in  fiscal  1972.  We 
are  tentatively  projecting  $1  to  $1.20 
per  share.  Arcata's  strong  position  in 
Interconnect,  and  the  attendant 
growth  prospects,  enhance  the  stock's 
speculative  turnaround  potential.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Life  In  A  Base 


In  the  preceding  column,  I  ex- 
plained why  I  think  the  stock  market 
will  be  building  a  new  base,  perhaps 
mostly  in  the  upper  800s  of  the  Dow, 
during  the  summer  months,  with  no 
sustained  attempt  to  test  April's  bull- 
market  high— at  958— likely  to  get  un- 
der way  until  after  Labor  Day. 

Life  in  the  stock  market  can  be 
more  than  usually  trying  while  the 
overall  price  movement  strives  to  es- 
tablish a  significant  base,  because  the 
evidence  that  a  base  is  indeed  forming 
often  remains  ambiguous  right  until 
the  final  upside  breakout.  The  base  I 
now  envisage  should  provide  a  needed 
transition  from  what  I  regard  as  the 
first  major-uptrend  phase  (Dow  628 
in  May  1970  to  958  last  April)  to  the 
second  such  phase  in  an  ongoing  lon- 
ger-term uptrend  (popularly,  a  bull 
market).  This  would  mean  that  the 
direction  of  the  general  price  move- 
ment's major  trend  will  seem  obscure 
during  much  or  most  of  the  presumed 
base-building  process,  while  the  per- 
sistence of  an  overriding  longer-term 
uptrend  may  have  to  be  taken  pretty 
much  on  faith. 

With  the  big  trends  thus  in  sus- 
pense, so  to  speak,  shorter-term  fluc- 
tuations understandably  tend  to  be 
choppy  and  seemingly  erratic,  frus- 
trating bulls  and  bears  alternately 
with  discouraging  impartiality.  Of 
course,  if  the  base  is  a  base,  the  final 
frustration  goes  to  the  bears,  when  at 
last  it  becomes  apparent  that  a  new 
major  uptrend  has  emerged  and  that 
the  longer-term  uptrend  has  remained. 

If  my  broad  view  of  the  stock  mar- 
ket's current  trend  juncture  is  right, 
the  new  base  began  unfolding  in  late 
June,  when  the  Dow  broke  900  and 
dropped  to  an  intraday  low  near  866. 
That  would  make  it  little  more  than 
one  month  old  now— perhaps  less  than 
one-third  of  its  eventual  duration. 
Meanwhile,  in  a  (temporarily)  non- 
bull  market  climate,  don't  be  surprised 
if  investor  disenchantment  builds  up 
to  widespread  bearishness— but  pre- 
sumably without  doing  proportionate- 
ly severe  damage  to  the  general  stock 
price  level— as  the  base-building  pro- 
cess continues. 

Already,  more  and  more  investors 
seem  to  question  the  efficacy  of  the 
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Administration's  "game  plan"  for  a 
vigorous  business  recovery  into  1972. 
But  Washington  probably  has  a  valid 
enough  case  in  arguing  that  the  huge 
monetary  expansion  (intentional  or 
not)  during  this  year's  first  half,  plus 
the  more  moderate  budget  stimulus 
programmed  for  fiscal  1971-72,  will 
spawn  an  accelerating  business  up- 
trend before  1971  is  out.  That,  at 
bottom,  is  why  I  think  the  longer- 
term  stock  price  trend  remains  up  and 
that  (therefore)  important  base- 
building  is  under  way.  But  because 
the  business  statistics  may  furnish  lit- 
tle supporting  evidence  until  perhaps 
well  along  in  the  fourth  quarter,  I  also 
think  the  base-building  process  is  al- 
most bound  to  be  very  lengthy  and 
thus  exceptionally  difficult  to  five  with. 
On  the  other  hand,  it  should  offer 
recurring  trading  opportunities  to  flex- 
ible bulls  and  bears  alike. 

A  Supporting  Trend 

While  the  business  recovery  re- 
mains limp,  support  for  the  unfolding 
base  should  be  forthcoming  from  the 
trend  of  long-term  interest  rates, 
which  lately  have  stopped  climbing 
and  should  recede  during  the  months 
ahead.  If  so,  the  relative  investment 
appeal  of  long-term  bonds  will  tend 
to  dim  whenever  stock  prices  swing 
downward,  especially  since  corporate 
earnings  are,  after  all,  likely  to  rise 
well  into  1972.  As  bonds  get  more 
expensive,  stocks  should  look  cheaper. 
But  long-term  bond  yields  may  not 
drop  very  much,  which  might  mean 
that  the  bull  market's  second  major- 
uptrend  phase  will  be  more  pedes- 
trian than  the  first. 

Look  at  it  this  way:  Around  870 
during  late  June,  the  Dow  seemed  not 
unreasonably  priced  at  about  15  times 
likely  1971  earnings  (say,  $58  per 
share)  while  AAA-rated  corporate 
long-term  bonds  yielded  7.6%.  If,  as  I 
suspect,  bond  yields  refuse  to  drop 
much,  if  at  all,  under  7%  during  the 
next  six  months  or  so,  the  appropriate 
multiplier  for  the  Dow's  1972  earn- 
ings might  be  no  higher  than  16-16/a. 
Thus,  unless  1972  profits  for  the  in- 
dustrial average  can  significantly  ex- 
ceed $65,  the  next  major  uptrend 
could  have  a  tough  time  going  to  or 
much  above  Dow  1050.  Even  so,  it 
seems  worth  shooting  for.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 

Canada  Continued 


In  the  last  issue  of  Forbes  I  talked  in 
general  terms  about  Canada  and  men- 
tioned that  the  major  Canadian  banks 
should  provide  an  interesting,  though 
perhaps  a  somewhat  conservative, 
participation  in  the  growth  of  the 
country.  However,  other  more  direct, 
if  more  speculative,  means  of  invest- 
ing in  Canada  may  appeal  to  most 
people.  Consequently,  I  posed  this 
question  to  a  number  of  Canadian  oil 
analysts:  "What  oil  companies  in  Can- 
ada can  one  find  where  current  pro- 
duction or  expected  future  produc- 
tion from  fields  already  proved  can 
justify  or  almost  justify  the  present 
market  price  of  the  shares  while,  at 
the  same  time,  leaving  a  speculative 
potential  for  future  discoveries  in  the 
companies'  properties?" 

In  this  quest  I  received  very  val- 
uable help  from  Alfred  D.C.  Ruys  de 
Perez  of  Grant,  Johnston  &  Co.  of  To- 
ronto and  from  Sally  M.  Howlett  of 
Davidson  &  Co.,  also  of  Toronto.  (In- 
cidentally, Sally  is  an  example  of  the 
ever-growing  number  of  young  women 
in  the  securities  industry.*)  The  oil 
industry  is  of  paramount  importance 
in  the  field  of  minerals  in  Canada,  and 
I  am  going  to  examine  briefly  four  oil 
companies,  hoping  that  interested 
readers  will  obtain  fuller  information 
for  themselves. 

Candidate  List 

Dome  Petroleum  Ltd.  is  listed  on 
the  New  York  Stock  Exchange,  and  is 
currently  selling  at  a  price  of  $104. 
This  company  is  a  pioneer  in  arctic 
■  exploration  in  Canada,  having  drilled, 
as  far  back  as  1962,  Canada's  first 
arctic  exploration  well.  Today  it  has 
5.9  million  gross  acres  in  the  arctic 
area,  and,  in  addition,  it  owns  an  in- 
terest of  something  over  4%  in  Pan- 
arctic  Oils  Ltd.,  which  is  a  govern- 
ment-sponsored consortium  formed  to 
explore  areas  in  the  arctic. 

Dome  has  an  exploration  agreement 
with  Columbia  Gas  Development 
Corp.  whereby  Columbia  will  put  up 
the  first  $30  million  of  a  $60-million 
exploration  program,  in  return  for 
which  it  will  receive  a  7/2%  interest 
in     those     properties,     in     addition 

"If  there  are  any  male  chauvinists  among  my  read- 
ers, let  me  say  that  she  is  a  great  argument  for  Wom- 
en's Lib:  beautiful,  bright  and  articulate,  loaded  with 
talent,  more  than  able  to  hold  her  own  with  men  in  the 
securities  industry. 


to  the  first  call  on  any  gas  discoveries. 

In  Alaska  it  has  a  participation 
agreement  with  Forest  Oil,  by  which 
an  11X%  interest  will  be  earned  on 
25,000  acres.  Its  earnings,  from  cur- 
rent oil  and  gas  production  and  al- 
lied interests,  amounted  to  about 
$2.37  per  share  in  1970,  while  the 
cash  flow  amounted  to  $3.80.  This 
year's  figures  should  be  better.  With 
the  company's  wide  exploration  pro- 
gram and  the  speculative  potential  in 
finding  additional  sources  of  revenue, 
the  stock  is  not  overpriced  at  the  cur- 
rent level  of  104,  especially  as  the 
stock  will  be  split  in  the  near  future 
3  for  1,  which  will  enhance  its  mar- 
ketability to  a  great  extent. 

Western  Decalta  Petroleum  Ltd.  is 
listed  on  the  American  Stock  Ex- 
change, currently  selling  at  around 
6%.  This  price  represents  about 
13M  times  last  year's  cash  flow  of  48 
cents  per  share,  which  would  appear 
to  be  a  very  reasonable  evaluation  for 
this  company,  with  its  great  explora- 
tion potential.  It  has  land  holdings  in 
most  of  Canada's  promising  sedimen- 
tary basins  totaling  27.8  million  gross 
acres,  or  11.3  million  net  acres.  Of 
this,  a  substantial  participation  is  held 
in  the  Fort  Norman-Rigley  area  of  the 
Northwest  Territories,  where  the  plan 
is  to, drill  at  least  four  to  six  wells 
during  the  1971-72  winter  drilling 
season.  Oil  was  discovered  in  this  area 
last  winter,  and  it  is  felt  that  the 
current  exploration  program  could 
well  be  very  significant,  situated  so 
near  to  proven  areas.  Other  promis- 
ing areas  this  company  holds  include 
an  interest  on  the  Continental  Shelf 
off  the  east  coast  of  Canada. 

Pacific  Petroleums  Ltd.  is  also  list- 
ed on  the  American  Stock  Exchange, 
selling  at  around  $32  per  share.  In 
1970  the  firm's  earnings  and  cash  flow 
were  80  cents  and  $1.73  respectively, 
up  from  comparative  figures  of  70 
cents  and  $1.52  in  1969.  The  first 
quarter  of  1971  showed  gains  of  about 
20%.  This  company's  principal  efforts 
have  been  in  northeastern  British  Co- 
lumbia and  in  Alberta.  Natural  gas 
reserves  are  now  estimated  to  exceed 
5  trillion  cubic  feet,  the  largest  re- 
serves of  any  company  in  Canada. 
Continuing  increase  in  earnings  and 
cash  flow  can  be  anticipated  from 
present  producing  areas,  and  there  are 


Why  not 
be  seen 
where  your 
customers 

and 
prospects 
are 

looking* 
in  Forbes: 
capitalist  tool 


*More  top  management  men 
in  America's  500  largest  in- 
dustrial corporations  read 
FORBES  regularly  than  read 
Time  or  Business  Week,  or 
Fortune,  or  U.  S.  News  or 
Newsweek  (Erdos  and  Morgan). 


JP 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  July  15,  1971,  de- 
clared a  regular  quarterly  dividend 
of  fifty  cents  (50c)  per  share  on 
the  Corporation's  Common  Stock. 
This  dividend  is  payable  August 
31,  1971,  to  stockholders  of  record 
July  30,  1971. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware 
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The  last  frontier 
isn't  where 
it  used  to  be. 


This  country  was  built 
by  men  who  were  willing 
to  take  risks.  They  had 
guts,  ingenuity  and 
much  fortitude.  They 
had  plenty  of  failures, 
but  we  wouldn't  be  here 
today  if  they  hadn't  had 
plenty  of  success. 

What  has  become 
of  the  frontiersman's 
spirit? 

It  lives. 
It  lives  in  our 
pioneering 
space 
program.  It 

lives  in  a  thousand  laboratories 
across  the  land,  breaking  down 
barriers  in  science  and  medicine.  And 
it  lives  at  the  Chicago  Mercantile 
Exchange.  This  far-reaching 
institution,  whose  500  members  span 
the  globe,  is  one  of  the  freest 
enterprises  remaining  in  the  world. 


Trading  commodities 
such  as  cattle,  lumber  and 
pork  bellies,  a  man 
succeeds  or  fails  based 
solely  on  his  own 
abilities.  Both  success 
and  failure  come  in 
ample  proportion.  Yet, 
despite  the  risks, 
thousands  of  new 
traders  enter  this 
market  every  year. 
If  you'd  like  to 
know  more  about 
the  Chicago 
Mercantile 
Exchange 
and 

commodity  futures  trading,  the 
commodity  man  at  your  broker's  will 
be  glad  to  help.  So  will  we.  Write  to  the 
address  below  for  more  information. 


I 


CHICAGO  MERCANTILE  EXCHANGE 

110  North  Franklin  Street.  Chicago.  Illinois  60606 


Tenneco  Inc. 


HOUSTON.TEXAS 


JENNECO 


1971 

is  our  25th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  33*  per  share  on  the 
Common  Stock  will  be  paid  September  14, 
1971,  to  stockholders  of  record  on  August  20, 
1971.  More  than  246,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 

Manufacturing   •   Natural  Gas  Pipelines 
Oil  •  Chemicals  •  Packaging  •  Land  Use 


very  real  prospects  of  successful  ex- 
ploration from  wildcatting. 

Aquitaine  Co.  of  Canada  Ltd.  is 
also  traded  on  the  American  Stock  Ex- 
change, at  the  moment  at  around  $29 
per  share.  The  company  came  into 
existence  in  1963,  and  74.6%  of  the 
stock  outstanding  is  still  held  by  Ste. 
Nationale  des  Petroles  d'Aquitaine, 
the  giant  French  parent  company.  Its 
first  success  came  when,  in  1965,  in 
partnership  with  Banff  Oil  Ltd.,  a  very 
exciting  discovery  was  made  in  the 
Rainbow  oil  district  in  Alberta. 

Since  then,  Aquitaine  has  acquired 
Banff  entirely.  In  the  seven  years  of  its 
existence  the  company  has  the  distinc- 
tion of  having  discovered  Canada's 
third-largest  oil  field  and  what  may 
be  its  third-largest  gas  reservoir.  Pro- 
duction from  the  Rainbow  field  start- 
ed in  1966,  at  the  rate  of  1  million 
barrels  a  year,  reached  7  million  in 
1970,  and  is  expected  to  top  8  million 
this  year.  Further  production  facilities 
will  allow  an  80%  increase  in  produc- 
tion in  this  field.  Cash  earnings  per 
share  amounted  to  nearly  $1  in  1970. 

This  is  a  company  which  is  in  the 
unusual  position  of  having  sufficient 
reserves  of  both  oil  and  gas  to  pro- 
vide a  very  substantial  increase  in 
earnings  during  the  next  few  years 
from  fields  in  current  production.  In 
addition,  the  very  strong  financial  po- 
sition the  company  has  will  undoubt- 
edly be  used  to  maintain  a  very  active 
exploration  program.  With  a  cash 
flow  estimate  for  1973  of  $2  a  share, 
the  company's  excellent  record,  its 
fast-increasing  earnings  and  its  poten- 
tial for  additional  discoveries  make 
the  shares  very  interesting  indeed. 

Right  Neighborhood 

For  the  sake  of  good  order,  I  should 
mention  that  all  the  above  stock  quo- 
tations are  given  in  U.S.  currency, 
earnings  and  cash  flow  in  Canadian 
dollars,  though  the  two  currencies  are 
sufficiently  near  each  other  that  this 
makes  very  little  difference. 

Oil  prices  throughout  the  world  are 
on  the  rise,  mainly  as  the  result  of  the 
more  and  more  demanding  attitude 
taken  by  the  governments  of  the  oil- 
rich  countries  in  the  Middle  East 
and  South  America  towards  Western 
companies  exploiting  oil  on  their  terri- 
tory. This  rising  tendency  is,  of  course, 
a  bull  factor  for  oil  companies;  but 
the  reasons  for  it  are  such  as  to  jus- 
tify the  shares  of  producing  companies 
in  the  Free  World  to  command  some 
premium,  inasmuch  as,  presumably, 
these  companies  will  be  less  subject  to 
harrassment  from  governmental  au- 
thorities, and,  to  use  a  distasteful 
phrase,  oil  reserves  in  the  Free  West- 
ern World  can  become  of  great  stra- 
tegic importance.  ■ 
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READERS  SAY 


(Continued   from    page   9) 

unconsciously  put  their  finger  right  on 
the  trouble  with  our  courts  today,  i.e., 
verbosity.  You  took  eight  pages  to  tell 
the  story  of  Burger  and  the  courts  when 
it  could  easily  have  been  told  on  one. 
—Grundy  Aakhus 
La  Jolla,  Calif. 

On  Second  Glance 

Sir:  I  was  just  glancing  at  some  older 
issues  of  Forbes  and  came  across  the 
following:  (Readers  Say)  Nov.  1,  1970, 
p.  8.  ".  . .  no  one  with  any  knowledge 
of  the  facts  could  have  used  the  figure 
of  a  $26-billion  deficit  for  fiscal  1971. 
Herbert  G.  Klein,  The  White  House, 
Washington,  D.C." 

Since  the  $26-billion  figure  has  re- 
cently been  confirmed  I  guess  it  was  Mr. 
Klein's  office  that  did  not  have  knowl- 
edge of  the  "facts"  rather  than  your 
magazine.  How  about  you  as  a  consult- 
ant to  the  U.S.  Treasury? 

—Stanley  T.  Helm 
Ukiah,  Calif. 

Sir:  Another  editorial,  by  your  people 

with  "no  knowledge  of  the  facts,"  might 

be  interesting  and  useful  on  this  subject. 

— Charles  A.  Anderson 

Nashville,  Tenn. 

No  Crystal  Ball 

Sih:  We  enjoyed  the  article  concern- 
ing General  Reinsurance  Corp.  which  ap- 
peared in  your  June  15  issue,  but  would 
like  to  call  to  your  attention  one  point 
which  we  feel  may  be  misinterpreted 
by  some.  I  did  not  predict  or  intend  to 
predict  "for  the  next  five  years  the  same 
overall  growth  record  of  the  last  five." 
That  sentence  overstates  our  abilities  to 
foresee  the  future  in  a  business  subject 
to  numerous  unpredictable  factors. 

—James  A.  Cathcart  Jr. 

Chairman, 

General  Reinsurance  Corp. 

New  York,  N.Y. 

'The  Personal  Touch 

Sir:  In  about  the  year  1933,  my  fa- 
ther, who  had  a  contract  with  Orkin  Ex- 
terminating Co.  saw  fit  to  cancel  this 
contract  as  he  was  dissatisfied  with  the 
service.  Mr.  Otto  Orkin,  president  and 
founder  of  the  company,  was  so  involved 
with  the  day-to-day  operations  that 
when  he  visited  Roanoke  he  made  a  per- 
sonal call  and,  because  of  this  interest, 
my  father  renewed  the  contract. 

I  am  now  the  chairman  of  the  board 
of  a  company  that  operates  45  motor  ho- 
tels in  eight  states.  On  Feb.  23,  I  wrote 
a  letter  asking  for  a  proposal  for  Orkin 
to  service  all  of  our  properties.  I  re- 
ceived a  long  distance  call  from  Mr. 
Mark  Moss  and  he  told  me  they  were 
very  interested  and  that  he  would  pre- 
pare a  proposal  and  submit  it  to  me. 
Here  it  is  four  months  later  and  I  have 


Are  you  the  investor 
nobody  cares  about? 


let's  face  it. 

If  you  have  less  than  $150,000 
to  invest,  your  account  just  isn't  very 
profitable  to  many  brokers  and 
financial  advisers. 

So  they're  understandably 
tempted  to  devote  the  bulk  of  their 
time  to  bigger,  more  lucrative  accounts. 
Giving  you  what  amounts  to  short  shrift 
in  the  process. 

That  doesn't  happen  at 
Wallace  Forbes  &  Partners. 

We  specialize  in  managing 
portfolios  of  $1 0,000  to  $1 50,000. 

It's  all  we  do. 

i — 

Gentlemen:  Please  send 

Name 


So  we  can  afford  to  give 
yours  the  time  and  attention  it  deserves. 

Our  approach  was 
developed  by  Wallace  Forbes,  former 
President  of  the  Forbes  Investors 
Advisory  Institute. 

It  enables  the  investor  of 
relatively  modest  means  to  get  the 
quality  of  counsel  that  has  often  been  ■ 
unavailable  to  him  in  the  past. 

Mail  the  coupon  below  for  a 
copy  of  our  12-page  brochure. 

It's  the  first  step  in  being 
treated  like  a  big  wheel. 

Instead  of  a  third  wheel. 

1 

me  your  brochure.  J 


Address- 
City 


Srate_ 


.Zip_ 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U-l  1  2  West  45  St.,  New  York,  N.Y.  10036.  Tel.  661-7610 


r 


If  you  have  $20,000 

or  more  in  the  stock  market, 

let  me  manage  half  of  it  for  one  year... 

the  worst  half! 


"\ 


I  am  a  personal  investment  coun- 
sellor. I  manage  other  people's  investment  dollars.  I'd  like  to  manage  the 
worst  half  of  your  portfolio  for  one  year,  then  let  you  decide  who  ought 
to  do  the  whole  job. 

I  make  this  rather  forward  suggestion  for  your  consideration  because, 
in  the  economic  climate  we  are  experiencing,  you  may  have  noticed  it  is 
even  more  necessary  than  usual  to  apply  that  basic  principle  of  success- 
fulbusiness  management— "Concentrate  your  resources  in  opportunities; 
keep  your  money  out  of  problems!" 

My  organization  devotes  full  time  to  watching,  analyzing  and  chart- 
ing individual  companies.  We  have  developed  what  we  call  the  "Mills 
Growth  Phase  Curve"  that  gives  us  some  indication  of  which  stocks 
may  possibly  do  better  than  average,  and  which  ones  won't. 

Wouldn't  you  like  us  to  add  our  thinking  to  yours  and  identify  the 
half  of  your  portfolio  which  may  be  least  productive  for  you? 

If  you  would  like  to  know  more  about  how  we  do  this  and  manage 
millions  of  dollars  in  investments,  write  for  our  free  48-page  booklet, 
"Personal  Investment  Counsel!'  Read  it.  Then  decide  if  you'll  accept  my 
challenge.  (You  can  list  your  portfolio  when  you  write,  or  send  for  the 
booklet  now  and  send  your  list  along  later.) 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel 
791 8  Ivanhoe  Avenue,  P.O.  Box  35 1,  Dept.  2-8L,  La  Jolla,  California  92037 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  by  the  Prospectus. 

July  9, 1971 


r    0,000  Shares 


SUPERSCOPE 


INC. 


Common  Stock 

(Par  Value  $1.00) 


Price  $23.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  underwriters,  includ- 
ing the  undersigned,  as  may  lawfully  offer  the  securities  in  such  State. 


Reynolds  &  Co. 
Drexel  Firestone 

Incorporated 

duPont  Glore  Forgan 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co. 
Hornblower  &  Weeks-Hemphill,  Noyes 
Paine,  Webber,  Jackson  &  Curtis 


Incorporated 
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never  heard  from   this  man.  I   am  only 
writing  this  to  show  what  an  important 
thing  personal  interest  is  in   the  opera- 
tion of  a  company  no  matter  how  large. 
— Adolph  Krisch 
Chairman, 
American  Motor  Inns 
Roanoke,  Va. 

What's  in  a  Name? 

Sir:  Another  cause  Roy  A.  Schotland 
might  undertake  in  his  crusade  to  purify 
mutual  funds  is  to  put  a  stop  to  the  pro- 
liferation of  intriguing  names  managers 
give  to  their  funds.  For  example,  Fidel- 
ity (the  target  of  Schotland's  attack  re- 
ported in  your  July  1  issue)  has  n-i-n-e 
funds  containing  such  meaningless  names 
as  Capital,  Trend,  Contra,  Growth,  to  say 
nothing  of  Destiny.  How  do  they  differ? 
The  SEC  might  well  prohibit  any  de- 
scriptive names  other  than  "stock,"  "in- 
come," and  "balance." 

—Joseph  Blumenthal 
W.  Palm  Beach,  Fla. 

(n  Memoriam 

Sir:  Congratulations  for  honoring  the 
memory  of  B.C.  Forbes.  His  influence  is 
still  evident  in  Forbes  magazine.  I  first 
met  him  in  1927  when  I  became  adver- 
tising director  of  B.F.  Goodrich.  He  used 
to  come  out  to  Akron  and  call  a  meeting 
with  the  tire  and  rubber  officials  and 
buy  the  lunch. 

I  remember  in  1929  when  all  the  rub- 
ber companies  were  losing  money— and 
we  were  all  in  business  to  keep  the  other 
guy  from  getting  any.  All  the  tycoons 
were  ready  to  do  almost  anything  to  get 
back  in  the  black.  In  desperation,  J.D. 
Tew,  president  of  Goodrich,  said  to  Mr. 
Forbes:  "What  can  we  do  to  make  mon- 
ey? We  can't  fire  any  more  people  and 
reduce  overhead.  There's  only  one  other 
thing  to  do  and  that's  to  fire  the  board 
of  directors.  What  would  you  suggest?" 
Without  batting  an  eye,  B.C.  Forbes 
said,  "Raise  your  prices  until  you  do 
make  a  profit."  The  advice  was  so  simple 
it  worked.  We  all  raised  our  prices  and 
made  money.  The  Federal  Trade  Com- 
mission could  not  accuse  B.C.  Forbes  of 
conspiring  to  raise  the  prices  of  tires.  He 
didn't  conspire.  He  just  told  them  to  do 
it— and  it  worked. 

—Philip  J.  Kelly 
Hendersonville,  N.C. 

Con  Geneen  Do  This? 

Sir:  Logic  escapes  me  when  I  read  a 
man  such  as  Harold  Geneen  (Forbes, 
May  15)  feels  he  is  worth  $767,000.  Shar- 
ing in  the  results  and  profits  of  a  compa- 
ny is  one  thing,  but  it  is  ludicrous  to  tell 
peons  like  myself  that  a  man  has  some 
kind  of  magic  about  him  which  gives 
him  the  privilege  of  being  worth  that 
kind  of  money.  Is  anyone  worth  it?  Pos- 
sibly,    if    he    also    walks    on    water. 

— L.  Clemente 
Lompoc,  Calif. 
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is  the  International  sign 


hostel  hast-1  n.  (ME,  fr.  OF,  fr.  LL 
hospitale,  hospice)  1:  INN  2:  a 
supervised  lodging  for  use  by 
youth  esp.  on  bicycling  trips. 

that's  the  dictionary  definition — but 

actually  youth  hostels  are  simple, 
low-cost  overnight  accommoda- 
tions in  scenic,  historic  and  cul- 
tural areas,  with  supervising 
houseparents. 

there  are  close  to  5,000  around  the 
world,  Germany  has  665,  Japan 
493,  France  265,  Denmark  94 
and  U.S.  only  90. 

the  American  Youth  Hostels  Asso- 
ciation is  the  non-profit,  non-sec- 
tarian youth  service  organization 
which  sponsors  hosteling  in  the 
U.S.  and  a  member  of  the  Interna- 
tional Youth  Hostel  Federation  of 
46  national  hostel  associations. 

says  President  Richard  Nixon: 

"You  are  to  be 
commended  for  en- 
couraging Ameri- 
ca's young  citizens 
to  enjoy  the  vigors 
of  outdoor  recrea- 
tion by  joining  in 
such  worthwhile 
activities  as  hiking 
and  cycling  .  .  . 

By  your  expanded  efforts  to  bring 
the  hosteling  program  to  an  increasing 
number  of  underprivileged  and  disad- 
vantaged youth  in  our  country,  you 
make  a  major  contribution  to  inter- 
racial harmony  and  understanding.  And 
you  speed  our  efforts  to  solve  the  stag- 
gering problems  in  our  urban  areas. 

By  seeking  to  establish  more  hostels 
in  the  U.S.,  offering  simple,  inexpensive 
overnight  accommodations,  you  give 
young  people  from  abroad  and  in  our 
own  country,  the  opportunity  to  broad- 
en their  horizons  and  profit  by  the  use- 
ful interchange  of  ideas  and  experience 
through  travel." 

SUPPORT  AYH  IN  THIS  IMPORTANT 
WORK.  A  HOSTEL  IS  TRULY  A  LIVING 
MEMORIAL  FOR  A  WONDERFUL  CAUSE. 

Contributions  or  inquiries  concerning 

American  Youth  Hostels 

may  be  directed  to 

HENRY  M.  COVINGTON,  Jr. 

Vice  President 

BANKERS  TRUST  COMPANY 

280  Park  Avenue 

New  York,  N.  Y.  10017 

(All  contributions  tax  deductible) 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Ah,  summer,  wliat  power  you  have 
to  make  us  suffer  and  like  it. 

—Russell  Baker 


To   get    anywhere,    strike    out    for 
somewhere,  or  you'll  get  nowhere. 

—Martha  Lupton 


Who  never  climbs  as  rarely  falls. 

—John  Greenleaf  Whittier 


Be  it  jewel  or  toy,  not  the  prize 
gives  the  joy,  but  the  striving  to  win 
the  prize. 

—Edward  Bulwer-Lytton 


The  falling  drops  at  last  will  wear 
the  stone.  —Lucretius 


To  venture  causes  anxiety,  but  not 
to  venture  is  to  lose  one's  self  .  . . 
and  to  venture  in  the  highest  sense  is 
precisely  to  become  conscious  of  one's 
self.  — Soren  Kierkegaard 


There  is  nothing  more  miserable  and 
foolish  than  anticipation. 

—Seneca 


Hard  are  life's  early  steps;  and  but 
that  youth  is  buoyant,  confident  and 
strong  in  hope,  men  would  behold  its 
threshold  and  despair. 

— Letitia  Landon 


Youth  is  easily  deceived  because  it 
is   quick  to  hope.  —Aristotle 


Some    people    go    into    a    summer 
slump  that  lasts  all  winter. 

—Arnold  Glasow 


B.C.  FORBES 

Most  people  show  more  per- 
sistency in  their  first  12  months 
than  they  show  later  in  12 
years;  did  they  not,  they  never 
would  have  learned  to  walk. 
"What  one  trait  of  your  charac- 
ter do  you  look  upon  as  having 
been  the  most  essential  to  your 
successful  career?"  Marshall 
Field  was  once  asked.  "Perse- 
verance," he  replied  without 
hesitation.  Without  stick-to-itive- 
ness,  no  man  is  likely  to  climb  to 
the  top  of  the  ladder— and  stick. 


The   beginnings   of   all   things   are 
small.  —Cicero 


He   who   commences   many   things 
finishes  but  few.  — H.G.   Bohn 


He  conquers  who  endures. 


— Persius 


This  is  the  mark  of  a  really  admi- 
rable man:  steadfastness  in  the  face 
of  trouble.    — Ludwig  van  Beethoven 


Experience  teacheth  that  resolution 
is  a  sole  help  in  need. 

—Shakespeare 


More  pleasure  in  hope  than  in  ful- 
fillment. —Japanese   Proverb 


If  we  take  an  examination  of  what 
is  understood  by  happiness  .  .  .  we 
shall  find  all  its  properties  .  .  .  under 
this  short  definition,  that  it  is  a  per- 
petual possession  of  being  well  de- 
ceived. —Jonathan  Swift 


Success  is  getting  what  you  want, 
happiness  is  wanting  what  you  get. 

—Dave  Gardner 


The  hours  we  pass  with  happy 
prospects  in  view  are  more  pleasing 
than  those  crowded  with  fruition. 

—Oliver  Goldsmith 


There  are  two  ways  of  attaining  an 
important  end— force  and  persever- 
ance. Force  falls  to  the  lot  only  of  the 
privileged  few,  but  austere  and  sus- 
tained perseverance  can  be  practised 
by  the  most  insignificant. 

—Madam  Swetchine 


By  perseverance  the  snail  reached 
the  Ark.  —Charles   Spurgeon 


The  road  to  success  is  not  to  be 
run  upon  by  seven-leagued  boots. 
Step  by  step,  little  by  little,  bit  by 
bit— that  is  the  way  to  wealth,  that  is 
the  way  to  wisdom,  that  is  the  way 
to  glory.  —Charles  Buxton 


Anybody  can  do  anything  that  he 
imagines.  —Henry  Ford 


If  it  exists,  it's  possible. 

John  P.  Grier 


A  Text . . . 


Sent  in  by  J.  A.  Watson,  Rye. 
N.Y.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Which  hope  we  have  as  an  anchor  of 
the  soul,  both  sure  and  stedfast,  and 
which  entereth  into  that  within  the 
veil.  —Hebrews  6:19 


62 


FORBES,  AUGUST  1,   1971 


AUGUST  15, 1971  /  ONE  DOLLAR 


Forbes 


-iLINGAME 

AUG  12  1971 


_  LIBRARY.  ^  —  ^ 

Mutual  Funds  1971 


The  No- Loads 
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%u  have  problems.  We  have  solutions. 


Pollution  is  industry's  major  problem  and 
everyone  is  trying  to  get  on  the 
solution  bandwagon. 

However,  at  UOP,  we  were  working  on 
solutions  long  before  it  became  popular.  And, 
the  results  are  helping  industry  right  now. 

For  the  petroleum  and  petrochemical 
industries  we've  developed  processes  to  permit 
the  production  of  nonpolluting  products. 

For  the  auto  industry,  we  have 


processes  for  the  production  of  high  octane 
lead-free  gasolines— and  a  muffler-like 
catalytic  converter  that  can  reduce  exhaust 
pollution  up  to  90%. 

We  have  the  equipment  and  world-wide 
capabilities  to  design,  construct  and  supply 
air,  solid  and  water  waste  control  facilities. 

So,  if  you  have  a  problem,  call  us.  We 
may  have  solved  it  already.  If  not,  we'd  like 
to  get  started. 


UOP  serves  environmental  control  through:  (a)  Procon  construction  including  air,  solid  and  water  waste  controls,  (b)  Aircorrection  by  UOP,  ait  pollution 
control  equipment,  (c)  Johnson  screens,  specialized  screens  and  filters  for  water  control,  (d)  Processes  by  UUP,  advanced  refining  methods  to  help  refiners 
solve  their  problems,  (e)  UOP  Research  Center,  catalytic  converters  to  cut  exhaust  pollution  for  all  cars.  For  solution  of  your  pollution  problems  write, 
call  UOP  (Universal  Oil  Products  Company),  UOP  Plaza.  Des  Plaines,  III.  60016. 
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We're  out  to  change  your  world. 


For  the  better. 

We're  going  to  make  your  world  seem  smaller, 
for  one  thing.  Because  we  don't  believe  in  wait- 
ing in  line  any  more  than  you  do. 
In  addition  to  speeding  up  International,  Na- 
tional and  Correspondent  banking,  we're  out  to 
improve  it. 

The  business  is  full  of  formulas.  Tired  formulas. 
Imagination  and  ideas  can  change  all  that. 
One  bromide :  "You  have  to  go  to  a  major  money 
center  to  get  the  job  done."  Not  so. 
Unless  you  want  slow,  impersonal  service.  They 
do  the  best  they  can  in  Big  Town,  but  it's  hard 
to  move  fast  and  it's  hard  to  give  personal  at- 
tention to  customers 
when  you're 


bogged  down  in  a  paper  jungle. 
Anything  any  bank  can  do,  anywhere,  we  can 
do  right  here: 

P.O.  Box  10498,  Charlotte,  N.C.  704/374-6598. 
Usually  better.  Certainly  faster.  With  indivi- 
dual attention  to  individuals. 
And  with  imagination. 

We  don't  want  to  tiptoe  into  destiny.  So  just 
say  the  world  and  we'll  be  there. 

First  Union  National  Bank  C 


BU3LINGAME 
AUG  12  1971 
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Other  First  Union  National  Bancorp S 


lar  and  Company,  First  Commercial  Finance  Corporation. 


"Containers  will  be 
the  shipping  system  of  the  70's. 

In  fact,  the  trend's  begun? 


At  Fruehauf  Corporation, 
we  believe  there's  a  better  way 
of  moving  products  in  the  1970's. 
A  method  that  will  save  shippers 
time,  handling  and  money. 

It's  called  containerization: 
Intermodal  containers  that  allow 
products  to  be  shipped  from  field 
or  factory  to  market  without 
exposure,  repacking  or  handling. 

More  and  more  shippers 
are  agreeing  with  us.  There  are 
some  340,000  containers  in 
worldwide  use  now.  By  1972,  this 
figure  is  expected  to  reach 
465,000-a  37%  increase. 

In  addition  to  supplying 
over  half  the  world's  containers, 
Fruehauf  produces  container 
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1972 


chassis,  railcars  and  materials 
handling  eguipment,  converts 
cargo  ships  to  containerships, 
and  operates  a  world-wide 
network  of  sales  and  service 
outlets— all  in  the  interests 
of  expanding  containerization, 
at  home  and  abroad. 

Our  new  Corporate 
Brochure  tells  more  about  • 
Fruehauf's  role  in  containeriza- 
tion. For  your  copy,  write 
Fruehauf  Corporation,  Dept. 
F-81,  10900 
Harper,  Detroit, 
Michigan 
48232. 
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THE  GREYHOUND 


TRANSPORTATION 


GREYHOUND  LINES     largest  intercity  passenger  carrier, 
serving  all  48  continental  states 

GREYHOUND  LINES  OF  CANADA    tour  and  intercity  bus 
service  throughout  Canada  and  into  Alaska 

GREYHOUND  VAN  LINES     household  moving  and  storage 
throughout  the  United  States  and  world  wide 

TEXAS.  NEW  MEXICO  &  OKLAHOMA  COACHES     tours 
to  Carlsbad  Caverns  and  intercity  bus  service 
linking  key  Southwestern  cities 

AMERICAN  SIGHTSEEING  TOURS     charter  buses,  race 
track  service,  and  bus  sightseeing  in  the  Miami  area  and 
other  parts  of  Florida 

ATLANTA  AIRPORT  TRANSPORTATION     transportation 
between  Atlanta  Airport  and  points  in  Georgia, 
including  Atlanta 

BREWSTER  TRANSPORT    sightseeing,  tours,  hotels  and 
service  stations  in  the  Canadian  Rockies  at  Banff, 
Lake  Louise  and  Jasper 

CALIFORNIA  PARLOR  CAR  TOURS     deluxe,  escorted 
motor  coach  tours  of  scenic  and  historic  California 

CAREY  TRANSPORTATION     airport  ground  transportation 
between  Manhattan  and  Kennedy.  La  Guardia  and 
Newark  airports 

FLORIDA  PARLOR  CAR  TOURS     exclusive  tour  service, 
in  conjunction  with  TWA.  for  Cape  Kennedy 

GRAY  LINE  OF  NEW  YORK    sightseeing  in  the 
New  York  area 

GRAY  LINE  OF  SAN  FRANCISCO     sightseeing  tours 
in  San  Francisco 

GREYHOUND  AIRPORT  SERVICE    ground  transportation 
between  Washington.  D.C.  and  Washington  National 
Airport  and  Dulles  International  Airport 

GREYHOUND  HIGHWAY  TOURS     pre-planned  independent 
and  escorted  tours 


GREYHOUND  LUXURY  TRAVEL  OF  NIGERIA  intercity 
bus  service  in  Nigeria 

KOREA  GREYHOUND     intercity  bus  service  in  Korea 

LOYAL  TRAVEL  SERVICE    multiple  office  full-line 
travel  agency  service 

MOTOR  COACH  INDUSTRIES  largest  manufacturer  of 
intercity  buses 

RED  TOP  SEDAN  SERVICE  exclusive  limousine  service 
Miami  International  Airport  for  Dade  and  Broward  counti| 
in  Florida 

1_)YAL  GLACIER  TOURS     deluxe  parlor  car  tour  service' 
between  Vancouver  and  Calgary,  to  and  through  the 
Canadian  Rockies 

TRADE  WIND  TRANSPORTATION     tours,  airport  transff 
service,  taxis  at  several  important  hotels,  plus  a 
car-rental  fleet,  in  Hawaii 


LEASING-FINANCING 
COMPUTERS 


GREYHOUND  LEASING  &  FINANCIAL     industrial 
equipment  leasing  in  the  United  States,  Europe, 
Canada  and  Puerto  Rico 

GREYHOUND  COMPUTER  pioneered  computer  leasing 
now  diversified  into  U.S.  computer  services,  including 
facilities  management,  data-processing  service  centers  an 
software  services;  in  the  United  Kingdom  and  Canada 


CORPORATION 


GROCERY  PRODUCTS 
ND  PHARMACEUTICALS 

HOUR-DIAL    marketer  of  a  wide  variety  of  personal 
household  products,  dry  groceries  and  canned  meats. 

er  such  well  established  names  as  Dial,  Parsons, 
on.  Bruce.  Appian  Way  and  Armour 

HOUR  PHARMACEUTICAL    supplying  an  extensive  line 
iharmaceuticals  and  chemicals  for  clinical  and  diagnostic 

:.  ethical  prescription  products,  personal  hygienics, 
animal  health  products 


OOD 


MOUR  FOODS    fresh  meats,  packaged  meat  products, 
i  poultry  products,  institutional  food  service  systems 

MOUR  LE  GRYS    turkey  marketer  throughout  the 
ted  Kingdom,  with  a  fully-integrated  operation  ii 
I.  raising,  processing  and  selling 

^RER  OF  KENTUCKY    bacon,  hams,  other  pack 
rt  products 

\ELZER  BROS,     fine  steaks,  roasts,  other  meat 
ducts  sold  by  mail 


ERVICES 


KRAFT  SERVICE  INTERNATIONAL    ground-handling 
vices  such  as  into-plane  fueling  for  major  domestic  and 
eign  airlines,  plus  non-airline  maintenance  and 
itonal  services— throughout  the  United  States  and  in 
srto  Rico  and  Santo  Domingo.  Similar  services  are  provided 
Massau.  Bahamas  by  NASSAU  AIR  DISPATCH 

>RDER  BROKERS     Canada's  first  and  largest  customs 
iker  and  international  freight-forwarder,  with  a  network  of 
offices  throughout  all  of  Canada's  provinces 


CONSULTANTS  &  DESIGNERS    technical  services; 
temporary  office  help;  marketing  display,  exhibit  design,  and 
construction;  services  to  industry  and  government 

DISPATCH  SERVICES     ground-handling  and  other  services 
to  airlines  at  Miami  International  Airport.  Similar  services 
are  provided  in  Freeport,  Bahamas  by 
FREEPORT  FLIGHT  SERVICE 

GENERAL  FIRE  AND  CASUALTY     writes  various  lines  of 
insurance,  including  home  owners,  automobile,  casualty, 
workmen's  compensation,  fire  and  burglary;  travel  accident 
insurance  for  Greyhound  bus  passengers  and 
travel  agents'  clients 

GREYHOUND  RENT-A-CAR     daily  or  weekly  car  rental 
in  the  Miami  area  and  throughout  Florida,  as  well  as 
Atlanta.  Mobile  and  New  Orleans 

MANNCRAFT  EXHIBITORS  SERVICE     decorations  and 
exhibitor  services  for  trade  shows  and  conventions 

TRAVELERS  EXPRESS     nation's  second-largest 
money  order  firm 


FOOD  SERVICE 

GREYHOUND  FOOD  MANAGEMENT    restaurant  engineering 
services  and  food  facilities  management 

FLORIDA  EXPORT  GROUP    duty-free  retail  shops  at  Miami 
International  Airport,  a  wholesale  duty-free  business  for 
export  and  duty-free  shops  and  services  on  cruise  ships 
operating  out  of  Miami 

POST  HOUSE     restaurants  coast  to  coast,  primarily  in  bus 
terminals;  candy,  gifts  and  souvenirs 

PROPHET  FOODS    food  service  management  organization 
serving  industry,  banks  and  other  commercial  establishments, 
colleges,  schools,  hospitals  and  nursing  homes; 
route  vending  in  selected  cities 

RESTAURA    restaurant  development  and  food  facilities 
throughout  Belgium 


veye  gd  moe  gang  for  you, 
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What  we  do  with  their  cash  really  turns  GE  on. 


General  Electric  is  the  kind  of  livewire  company 
that  demands  action  from  all  its  operations  — 
including  its  finance  affiliate.  That's  why  some 
of  the  temporary  cash  surpluses  of  General 
Electric  Credit  Corporation  are  frequently 
transmitted  to  Bank  of  America  for  profitable 
investing  on  a  short  or  medium  term  basis. 
They  realize  that  our  Investment  Securities 
Division  is  tuned  into  all  the  possibilities 
currently  available.  And  they  appreciate  the 
flexibility  offered  by  a  bank  that  handles 
over  $2.0  billion  in  money  market  operations 
every  working  day.  As  a  company  that's  into 
computers,  they  understand  die  value  of  our 


fast,  accurate  computerized  data  transmission 

facilities.  And  they  like  our  positive  approach 

to  any  investment  opportunity. 

How  about  your  company?  Could  you  use 

a  more  dynamic,  more  profitable,  more 

comprehensive  approach  to  your  corporate  cash? 

Why  not  call  on  the  people  who  help  brighten 

General  Electric's  financial  picture? 

San  Francisco  (415)  622-5680, 

Los  Angeles  (213)  683-4215, 

New  York  Office  (212)  425-3550. 


BANKof  AMERICA 

Bank  Investment  Securities  Division 
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Middle  of  the  Road 

In  preparing  for  this,  our  16th  annual  report  on  mutual  funds,  we 
were  poring  through  earlier  editions.  We  were  rather  pleased  with 
what  we  read:  From  1956  through  1971,  Forbes  has  taken  a  re- 
markably consistent,  middle-of-the-road  view  toward  the  funds.  The 
head  and  deck  on  that  first  article,  reproduced  below,  is  one  we 
would  stand  by  today.  We  said  that  mutual  funds  could  not  exist 
on  diversification  alone;  they  had  to  perform:  "In  the  last  resort,  the 
case  for  the  funds  must  rest  on  the  actual  performance  of  the  funds 
under  fire."  Cutting  through  the  welter  of  theoretical  arguments  for 


Performance  Lineup 
WHICH   MUTUAL  FUNDS? 


HOW  GOOD  ARE  THE  MUTUAL  FUNDS? 

There  are  funds  of  every  size  and  shape,  from  the  breezily  speculative  to 

stodgy  bond  funds.  Yet  no  matter  what  its  aim,  a  fund  can  be  no  better  than 

its  management.  Herewith  FORBES  takes  their  measure — and  finds  some 

topnotch,  many  just  pedestrian,  and  some  sadly  wanting. 


and  against  the  funds,  we  gave  a  broad  public  its  first  handy  means  of 
measuring  that  performance  and  of  comparing  it  with  that  of  rival 
forms  of  investment. 

Some  years  later,  the  performance  craze  swept  Wall  Street  and  the 
funds.  By  1968,  some  70%  of  fund  sales  were  going  to  the  so-called 
performance  funds.  But  by  now  performance  had  come  to  mean 
something  different:  speculation  for  the  sake  of  huge  profits.  But  we 
didn't  think  that  speculation  was  what  mutual  funds  were  for,  and  we 
said  so:  "After  all,  if  the  tuition  bill  comes  due  when  a  spectacular 
fund  just  happens  to  have  a  40%  drop,  what  it  can  do  during  the  next 
upturn  isn't  of  much  use."  And  in  1969:  "Too  much  of  what  passed 
for  performance  in  the  past  couple  of  years  has  been  gambling.  .  .  . 
Moderate  but  consistent  performance  in  all  kinds  of  markets  is  worth 
more  than  spectacular  performance  over  a  relatively  short  period." 

Over  the  years,  too,  we  refined  our  rating  system.  Always  with  the 
same  aim:  to  put  less  emphasis  on  fireworks  and  more  on  consistency. 
In  this  we  were  almost  alone:  During  the  go-go  days,  other  rating  sys- 
tems were  featuring  funds  of  the  year,  funds  of  the  quarter,  even 
funds  of  the  week. 

Since  our  first  mutual  fund  survey,  our  faith  in  the  funds  as  a  sound, 
middle-of-the-road  way  of  investing  has  been  confirmed.  When  we 
started  making  the  survey  the  open-end  funds  managed  $9  billion 
in  assets,  vs.  $54  billion  today.  They  have  11  million  shareholder  ac- 
counts now,  vs.  2.6  million  then.  Clearly,  the  funds  have  served  a  need 
and  served  it  reasonably  well.  We  guess  we  have,  too.  Our  first  mutual 
fund  survey,  dated  July  1,  1956,  reached  a  paid  subscription  list  of 
215,000;  this  one  will  reach  650,000. 

Walt  Disney  Productions'  version  of  the  ugly  duckling  is  featured 
on  our  cover  this  issue.  What  has  that  got  to  do  with  funds?  Only 
this:  The  ugly  duckling  became  a  swan;  the  no-load  funds,  long  the 
industry's  ugly  duckling,  shows  signs  of  molting,  too,  of  becoming  one 
of  the  most  important  parts  of  the  fund  business.  Forbes  was  among 
the  first  to  recognize  the  potential  importance  of  this  type  of  fund, 
and,  almost  from  the  start,  our  fund  surveys  have  spotlighted  them.  ■ 


A  few  words  to 
those  people  who  have 

never  nad  the 
opportunity  to  drink  a 
fifteen  year  old  Scotch. 

There  are  not  many  who 
have  had  the  luxury  of  tasting 
a  fifteen  year  old  Scotch .  And 
for  a  very  simple  reason. 

Scotch  is  enormously 
popular  in  America.  And  there 
are  not  many  profit-minded 
businessmen  who  are  willing 
to  wait  fifteen  years  for  their 
Scotch  to  reach  its  peak,  when 
without  too  much  trouble  they 
can  sell  a  five  or  eight  or 
twelve  year  old  Scotch . 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  an  art.  (This  attitude  has 
not  been  without  its  reward. 
For  nine  successive  reigns  the 
House  of  Justerini  &  Brooks 
has  been  the  holder  of  the 
Royal  Warrant.) 

And  so  it  is  that  in  a  world 
that  continually  strives  for  the 
new,  the  changed,  the 
expedient,  we  are  pleased  to 
present  a  Scotch  made  the  way 
Scotch  was  made  in  another 
day  and  age.  Fifteen  year  old 
Royal  Ages.  Royal  Ages  is 
another  experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate. 

A  smooth,  calm  tasting 
Scotch  with  not  the  slightest 
hint  of  a  rough  edge. 

It  is,  in  short,  Scotch  at  its 
absolute  best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  be  able 
to  present  you  with  the 
opportunity  to  drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Year  Old  Blended  Scotch  Whisky. 

The  Paddington  Corp.,  N.Y.  10020 
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FOREIGN 


Quick,  Get  Grandma's  Trunk 

The  announcement  of  President 
Nixon's  planned  China  trip  has 
created  a  bull  market  in  London 
trading  of  Chinese  government 
bonds.  The  4M%s  of  1898  and  the 
55Ss  of  1913  have  jumped  more 
than  100%.  Just  a  long  shot?  True, 
but  there's  some  merit  in  the  5% 
$50  gold  bonds— the  only  ones  is- 
sued against  dollars  rather  than 
sterling— says  one  London  expert. 
He  reasons  that  the  Chinese  might 
have  more  to  gain  than  to  lose  by 
offering  something  for  these  old  is- 
sues. The  U.S.  is  holding  more 
Chinese  gold  than  there  is  value 
to  gold  bonds  outstanding,  so  re- 
tiring the  bonds  would  not  only 
keep  the  credit  of  the  present  Chi- 
nese government  clean,  but  would 
also  give  them  a  bargaining  point 
for  getting  control  of  the  gold  held 
outside  China  in  the  name  of  the 
Nationalist  Chinese  government. 

Bringing  If  Back  Home 

Japanese  tourists,  who  now  out- 
number all  other  groups  of  foreign 
visitors  to  the  U.S.,  are  bringing 
back  some  of  the  dollars  that  have 
disappeared  across  the  Pacific.  The 
U.S.  Travel  Service,  reporting  a  5% 
jump  in  Japanese  tourism  to  the 
U.S.  so  far  in  1971,  estimates  that 
300,000  or  more  will  see  America 
by  the  year's  end.  This  sudden 
increase  is  largely  due  to  an  influx 
of  young  couples  taking  advantage 
of  new  honeymoon  tours  of  Guam, 
Hawaii  and  Los  Angeles.  In  the 
Japanese  tradition,  they're  bringing 
along  Papasan,  Mamasan  and  some- 
times aunts  and  uncles  too. 
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BUSINESS 


Banking  without  Tears 

The  banker's  life— long  regarded 
as  one  marked  by  safe,  leisurely 
working  conditions— is  losing  that 
status.  Besides  common  theft,  to- 
day's bankers  must  put  up  with 
bank  bombings,  threats  and  fires 
linked  to  social  and  political  unrest. 
How  to  insure  both  stall  and  prop- 
erty safety  was  the  subject  of  a 
Bank  Administration  Institute  se- 
curity   conference    last    month    in 


Chicago.  Some  suggestions:  riot- 
proof  steel  doors  and  shutters;  ar- 
mored cars  to  evacuate  besieged 
workers  as  well  as  transport  mon- 
ey; small-bomb  suppression  blan- 
kets; and  heavy,  fire-resistant 
drapes  to  protect  employees  from 
flying  glass  or  thrown  objects.  One 
item  considered  has  already  prov- 
en effective  in  West  Germany, 
"where  a  glass  barrier  at  tellers' 
windows  cut  thefts  in  half. 

A  Good  Fit 

Maytag's  reluctance  to  diversify 
(Forbes,  Aug.  1,  1970)  seems  to 
have  washed  away.  Last  month  the 
$175-million-sales  manufacturer  of 
washers  and  dryers  announced  it 
would  enter  the  retail  fabric  busi- 
ness with  two  pilot  stores  to  open 
in  the  Midwest  this  year.  Although 
the  stores  won't  be  selling  appli- 
ances, every  purchase  will  have 
complete  washing  instructions.  "It 
was  a  natural  for  us,"  said  a  May- 
tag spokesman.  "You  have  to  know 
a  lot  about  fabrics  today  in  order 
to  wash  clothes." 

Hot  Foot 

The  hottest  thing  on  the  foot- 
ball field  isn't  the  players  but  syn- 
thetic grass.  A  study  conducted 
at  Auburn  University  by  real  grass 
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fans,  the  American  Society  of  Ag- 
ricultural Engineers,  concluded 
that  artificial  turf  holds  a  surface 
temperature  two  or  three  degrees 
Fahrenheit)  higher  than  live 
grass.  During  peak  periods  of  in- 
coming radiation,  this  difference 
may  rise  to  40°F.  The  study  claims 
that  with  85°  to  90°  weather,  this 
increase  is  critical  enough  to  force 
cancellation  of  all  training  on  ath- 
letic fields  where  fake  turf  is  used. 
Query:  Could  the  competition's 
claim  be  the  least  bit  tainted  by 
sour  grapes? 

The  Super  Jumbo  Jef 

A  1,000-passenger  747J  When 
some  current  747s.  with  a  maxi- 
mum capacity  of  490.  are  sitting 
idle  for  lack  of  passengers?  Yes, 
but  relax.  It's  just  a  design  study, 
not  a  commitment.  And  if  Boeing 
did  build  a  1,000-passenger  7 17. 
it  wouldn't  be  ready  until  1980, 
though  a  750-passenger  model 
could  be  ready  sooner.  Boeing 
thinks  that  Japan,  with  its  high- 
density,  short-range  routes,  would 
Ik-  an  ideal  initial  market.  Boeing 
engineers,  noting  that  stretch  ver- 
sions of  jets  are  nothing  new,  s.i\ 
they  would  get  the  extra  capacity 
In  extending  the  bubble  top  to 
create    a    full-length    second    deck 

Presumably  the\  are  also  working 

on  the  toughest  part  of  the  super 
jumbos:  How  to  get  1,000  people 
and  their  baggage  on  and  oil  the 
plane  quickly. 

Against  the  Trend 

The  high-profit  specialty  steels 
that  once  primed  Annco  Steel 
have  turned  on  the  company.  Per- 
share  earnings  fell  to  74?  of  last 
year's  first  half  in  this  year's  first 
six  mouths,  a  period  in  which  con- 
sumer stockpiling  in  anticipation 
of  a  national  steel  strike  boosted 
most  steel  company  earnings.  Ann- 
co blames  its  first-half  lag  on  cuts 
in  defense  spending  and  increased 
steel  imports.  Second-half  earnings 
will  be  down,  at  least  until  current 
stockpiles  are  depleted. 

They  Want  To  Feel  Wanted 

Neglect  by  the  hiring  firm  can 
be  a  prime  reason  for  as  many  as 
10?  of  new  recruits  never  showing 
up  to  take  the  job  for  which  they 
were  hired.  A  recent  study  shows 
that  keeping  in  touch  with  a  new- 
ly hired  employee— a  few  phone 
calls  or  letters— during  the  interim 
period  between  hiring  and  actual- 
ly reporting  for  the  job  can  cut  "no- 
shows"  to  a  low  2%.  ■ 


Rockwell  Report 

ROCKWELL  MANUFACTURING  COMPANY 


Our  board  of  directors  recently  elected  Louis  Putze  president,  chief 
executive  officer,  and  member  of  the  board  of  Rockwell. 

Mr.  Putze  joins  our  company  from  Singer  Company,  where  he  was 
responsible  for  the  firm's  Industrial  Products  Group,  which  includes 
gas  and  water  meters  and  power  tools  —  also  major  Rockwell  product 
lines. 

In  addition  to  this  directly  parallel  experience,  Mr.  Putze  brings  to 
Rockwell  a  broad  and  distinguished  record  of  administrative,  financial 
and  marketing  achievement.  In  1956,  he  co-founded  Controls  Company 
of  America,  foreseeing  the  surge  in  demand  for  automatic  controls  for 
home  laundry  equipment  and  auto  air  conditioners  that  carried  his 
company  to  marketing  leadership  in  this  field,  here  and  abroad.  He 
continued  to  serve  as  president  and  chief  executive  officer  of  this  busi- 
ness when  it  became  the  Controls  Division  of  General  Precision  Equip- 
ment in  1966,  and  was  given  broader  management  responsibilities 
when  GPE  became  a  part  of  Singer. 

In  other  board  actions,  W.  F.  Rockwell  Jr.  was  elected  chairman  to 
succeed  Col.  W.  F.  Rockwell,  who  will  become  honorary  chairman. 
W.  F.  Rockwell  Jr.  had  formerly  been  chief  executive  officer  and  vice- 
chairman.  He  also  served  as  president  from  1947  to  1964.  S.  Kent 
Rockwell  was  also  elected  to  the  board:  he  is  president  and  director 
of  Keystone  Aeronautics  Corp.,  a  director  of  the  First  National  Bank  & 
Trust  Co.  of  Washington,  Pa.,  and  a  trustee  of  Lafayette  College. 

Under  the  distinguished  business  leadership  of  Col.  Rockwell,  now 
honorary  chairman,  the  company  he  founded  46  years  ago  has  grown 
from  a  small  meter  manufacturer,  with  two  plants,  to  a  diversified, 
world-wide  enterprise  with  $280  million  sales  last  year. 


Making  holes:  Our  Power  Tool  Divi- 
sion recently  brought  out  a  new 
electric-operated  masonry-drilling 
hammer  for  the  building  and  con- 
struction trades.  It  features  a  unique 
rotating/striking  mechanism  that  gives 
our  tools  better  performance  than 
competitive  models.  To  emphasize 
this,  our  introductory  ads  showed 
side-by-side  drilling  comparisons,  and 
boldly  offered  to  buy  a  user  our  com- 
petitor's product,  if  he  didn't  agree 
Rockwell's  unit  outperformed  it  on 
the  job.  We've  sold  hundreds  of  ours 
in  the  few  months  they've  been  on 
the  market  —  and  haven't  bought  one 
competitive  tool  yet! 
Valve  excerpts.  We  hear  so  many  good 
things  from  our  salesmen's  call  reports 
about  the  performance  of  Nordstrom 
valves  that  we've  half-considered  writ- 
ing the  "great  valve  novel."  Some  of 


the  excerpts  would  read  like  this:  (1) 
"Old  Nordstrom  dug  up  on  pipeline, 
appears  to  date  from  1920's.  Hasn't 
been  lubricated  in  five  years  but  opens 
easily,  doesn't  leak.  (2)  Customer  has 
Nordstroms  on  hydrocracker.  Tem- 
peratures at  345°F,  pressures  at  1800 
psi.  Inspection  shows  pipe  will  go  be- 
fore valves.  (3)  Competitor's  gate-type 
valve  leaking  after  year  on  cement 
slurry  line.  Nordstroms  in  service  two 
years;  all  other  valves  being  replaced 
by  ours.  (4)  Customer  used  cutaway 
model  of  Nordstrom  before  U.S.  Sen- 
ate sub-committee  on  pipeline  safety. 
They  kept  model  as  good  example  of 
safe  valve." 

Now,  if  we  could  think  of  a  book 
title  with  a  little  more  zip  in  it  than, 
"Nordstrom  —  the  Dependable  Valve 
for  Tough  Service,"  we  just  might  get 
serious. 


This  is  one  of  a  series  of  informal  reports  on  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.  15208, 
makers  of  measurement  and  control  devices,  instruments,  and  power  tools  for  32  basic  markets. 


Rockwell 

MANUFACTURING  COMPANY 
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community 
betterment 

From  better  fire  protection 
to  better  schools  . . .  285 
industry-inviting  Missouri 
communities  are  yanking 
at  their  bootstraps  in  a 
self-help  effort  designed  to 
produce  a  physical  climate 
no  company  can  afford  to 
ignore.  So  give  us  your  re- 
quirements, and  we'll  show 
you  a  whole  list  of  Com- 
munity Betterment  towns 
with  exactly  what  you're 
looking  for.  Now. 


Contact  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (phone 
314-636-5133) 


READERS  SAY 


A&W's  Newfoundland  Project 

Sib:  Your  article  on  Tenneco  (Forbes, 
July  1 )  [says]  "the  prestigious  U.S.  con- 
sulting firm  of  McKinsey  &  Co.  persuad- 
ed A&W  to  build  a  major  new  phos- 
phorus operation  in  Newfoundland." 
This  statement  is  wrong. 

In  the  mid-1960s  Albright  &  Wilson 
had  to  expand  its  thermal  phosphorus 
capacity.  Newfoundland  offered  the 
cheap  power  and  deep-water  harbour 
that  was  needed.  After  weighing  all  the 
alternatives,  the  board  of  A&W  decided 
in  1966  to  proceed  with  the  Newfound- 
land project. 

Later  McKinsey  &  Co.  was  involved 
in  connection  with  a  study  we  had  asked 
them  to  make  of  our  U.K.  operations. 
Because  the  Newfoundland  investment 
was  so  large  in  terms  of  the  group's 
capital  employed,  our  board  asked  Mc- 
Kinsey a)  to  make  a  further  evaluation 
of  the  strategic  alternatives,  and,  b)  to 
carry  out  a  risk  analysis  of  the  New- 
foundland project.  These  confirmed  that, 
on  the  basis  of  all  the  available  infor- 
mation, Newfoundland  offered  the  best 
solution. 

The  subsequent  outcome  was  the  re- 
sult of  many  complex  factors  that  could 
not  have  been  and  were  not  foreseen  by 
any  of  our  consultants  or  ourselves.  The 
problems  are  coming  under  control  and 
the  Newfoundland  decision  is  now  prov- 
ing to  have  been  sound. 

—Sir  Sydney  Barratt 

—Sir  Owen  Wansbrough- Jones 

London,  England 

The  Energy  Crisis 

Sir:  Your  article  on  managing  our  nat- 
ural resources  (  Forbes,  Aug.  1 )  is  most 
significant,  even  if  a  bit  disheartening 
on  first  reading.  We  will  be  returning  to 
the  normal  condition  of  mankind,  which 
is  that  of  scarcity  of  material  goods.  The 
classic  folk  wisdom,  "Waste  not,  want 
not,"  will  again  be  the  order  of  the  day. 
And  once  we  have  adjusted  our  technol- 
ogy and  life  styles  to  that  concept,  it  is 
quite  certain  that  personal  satisfaction 
for  each  of  us  will  be  higher  than  in  to- 
day's frantically  littered  life. 

—Richard  L.  Deily 

Executive  Director, 

Institute  for  Iron  &  Steel  Studies 

Green  Brook,  N.J. 

Sir:  Ordinarily  Forbes  strikes  an  in- 
dependent line,  but  "Raw  Materials" 
seems  to  come  straight  from  oil  company 
PR.  You  say  that  "Washington  has  re- 
fused to  take  the  energy  problem  seri- 
ously," that  the  Administration  denies 
"that  much  of  the  current  shortage  of 
electric  power  stems  from  the  failure  of 
the  FPC  in  its  celebrated  1964  National 
Power  Survey  to  foresee  the  unprece- 
dented growth  in  demand  that  material- 
ized in  the  late  Sixties."  I  do  not  un- 
dertake to  defend  the  adequacy  of  the 
Administration's  response  to  the  nation's 
energy   problems,     but    whoever    wrote 


your  article  could  not  have  read  the 
special  message  and  recommendations 
on  energy  which  the  President  sent  to 
the  Congress  on  June  4,  1971.  With 
respect  to  the  National  Power  Survey, 
written  while  I  was  chairman  of  the 
FPC,  its  estimates  of  load  growth  were 
very  much  on  the  high  side  for  that  time. 
If  (as  I  hope)  it  had  some  influence 
on  the  industry's  capacity  programs,  it 
would  have  raised  the  industry's  sights 
and  limited  present  shortages. 

—Joseph  C.  Swidler 

Chairman, 

State  of  New  York 

Public  Service  Commission 

Albany,  N.Y. 

Forbes  noted  that  "the  main  thrust" 
of  the  President's  recommendations  was 
toward  the  solution  of  the  problems  of 
the  Eighties  rather  than  the  Seventies. 
In  the  July  15  issue  an  editorial  in  "Fact 
&■  Comment"  also  dealt  with  the  Presi- 
dential message— Ed. 

Sib:  A  great  dissertation.  Now  con- 
vince Senator  Proxmire  this  energy  prob- 
lem is  more  than  political. 

— R.M.  Brackbill 

Senior  Vice  President, 

Texas  Pacific  Oil  Co. 

Dallas,  Tex. 

Sir:  In  the  nearly  80  years  since  the 
first  automobile  has  been  on  the  streets 
of  this  country,  the  average  automobile 
still  gets  less  than  15  miles  to  a  gallon  of 
gasoline.  We  burned  up  enough  oil  in 
80  years  that  should  have  lasted  us 
800.  This  is  social  responsibility?  Now 
I'm  supposed  to  congratulate  the  oil  in- 
dustry for  squandering  away  those  re- 
sources just  so  we  could  live  the  last  25 
years  like  a  drunken  sailor  on  a  three- 
day  pass  while  oil  became  rich  and 
powerful. 

—Kenneth  Quade 
Pembine,  Wis. 

Sir:  .  .  .  One  of  the  most  soundly  re- 
searched, objective  and  informative  arti- 
cles I  have  read  on  this  vital  matter  of 
our  nation's  gathering  energy  crisis.  As 
the  article  suggests,  the  energy  crisis  se- 
riously threatens  the  strength  of  our  na- 
tion and  die  way  of  life  of  its  citizens. 

—John  M.  Houchjn 

President, 

Phillips  Petroleum  Co. 

Bartlesville,  Okla. 

It's  Not  that  Simple? 

Sir:  Your  editorial  "Now  is  the  time 
for  all  good  men  to  come  to  the  aid  of 
their  country"  (Fact  ir  Comment.  July 
1 )  starts  out  to  deal  with  our  balance-of- 
payments  problem  and  says,  "There  is  no 
simple  cure,  no  single  villain,"  then  con- 
cludes with  a  "simple  cure,  compulsory 
arbitration"  and  single  villain,  the  wage 
earner.  Since  someone  in  your  organiza- 
tion heard  of  compulsory  arbitration 
early  this  century,  collective  bargaining 
has  moved  on.  There  is  literally  no  need 
for  a  compulsory  arbitration  law.  Joseph 
Curranj  president  of  the  National  Mari- 
es Continued  on  page  87) 
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Why  owning  trucks 
is  bad  for  you  and 
good  for  us. 


We'll  make  you  a  bet  that  you 
don't  know  what  your  total 
trucking  costs  really  are. 

Okay,  ready?  Do  you  know 
the  cost  of  management  time 
devoted  to  your  trucking  opera- 
tion? The  cost  of  clerical  work? 
Of  parts  and  inventory?  Have 
you  figured  in  the  interest  you 
pay  on  your  investment  in 
trucks?  The  cost  of  your  garage 
or  parking  space?  The  fringe 
benefits  you  pay  to  your  garage 
employees? 

And  what  about  those  little 
commonplace  costs  like  lost 
driver  time  when  a  truck 
breaks  down?  Or  bad  customer 
relations  when  a  shipment  gets 
delayed? 

The  point  is  that  there  may 
be  a  lot  of  hidden  costs  involved 
in  owning  your  own  trucks. 

Maybe  Jhe  arithmetic  would 
work  out  better  if  you  leased 
new  Ford  trucks  from  Ryder. 
And  let  Ryder  handle  all  the 
headaches  of  fuel  purchasing, 


repairs,  maintenance,  parts, 
licensing,  tax  reporting, 
insurance  and  paperwork. 

First,  you'd  eliminate  one  of 
your  long-term  investments. 
Which  could  make  your  balance 
sheet  look  better  because  you'd 
show  the  same  amount  of  profits 
with  a  smaller  capital  investment. 

But  even  more  important, 
your  people  and  your  dollars 
would  be  working  more  effi- 
ciently if  you  took  them  out 
of  the  trucking  business  and  put 
them  into  your  real  business. 

At  Ryder,  our  real  business 
is  trucks.  And  we're  so  efficient 
at  it  that  we've  grown  to  the  point 
where  we  have  34,500  vehicles 
on  the  road.  315  company-owned 
locations  all  across  the  country. 
We'd  like  to  suggest  that  you 
take  care  of  your  business 
and  let  us  take  care  of 
your  trucks.  We'll  probably 
both  come  out  ahead. 

We  want  your  headaches. 


Toll-free  number 
800-327-6201. 


ALL  OR  WRITE  BRAD  BRADBURY,  MCE  PRESIDENT.  SALES,  RYDER  TRUCK  RENTAL.  2701  SOUTH  BAYSHORE  DRIVE  MIAMI.  I  LOR1DA  33133. 
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NO  M  ATTEKWH  AT 
HAPPENS  IN  BUSINESS  TODA/.. 
YOUNG  FAMILIES 
STILL  NEED  SECURITY 

But  when  they  need  it  most  is  when  they  can  afford  it  least. 

That's  why  CNA  Financial  is  in  the  business  of  offering  young 
families  low-cost  insurance  programs. 
L£N  Every  day  there  are  more  young  families.  Needing 

^^    more  security. 

) «        So  we  encourage  our  subsidiary,  Continental  Assurance, 
)\  to  continue  developing  better  life  insurance  plans  for  them. 
Like  one  that  gives  a  young  wage  earner  the 
protection  he  needs  now.  But  lets  him  pay  for  most 
of  it  later. 
And  insurance  is  just  one  of  the  essential  businesses 
we're  in. 
At  CNA  Financial,  we  don't  wait  for  better  times. 
We  secure  them. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ROBBING  WALL  STREET 


For  as  long  as  there  has  been  a  stock  market  some 
people  whose  stocks  went  down  instead  of  up  have  accused 
Wall  Street  of  robbing  them.  In  the  last  couple  of  years 
though,  robbing  Wall  Street  has  reached  a  vogue  of 
epidemic  proportions,  and  the  victims'  naivete  has  had 
some  bizarre  results. 

Sometimes  staid  brokers  with  rolltop-desk-like  office 
procedures  didn't  even  know  for  weeks  and  months  that 
millions  in  securities  were  gone  until  someone  found  a  few 
or  a  customer  asked  for  some.  Theft  of  stock  certificates 


has  reached  such  size  that,  according  to  an  Assistant 
District  Attorney  covering  the  area,  leaders  of  organized 
crime  have  a  stock  black  market  where  they  "bargain 
like  crazy"  over  prices.  Someone  soon,  I  suppose,  will 
be  able  to  run  daily  quotations  on  the  more  popular 
stolen  stocks  for  the  guidance  of  astute  investors. 

The  whole  costly  debacle  is  just  one  more  compelling 
reason  for  doing  away  with  the  physical  transfer  of 
stock  certificates  and  substituting  data  processing— a  la 
our  use  of  checks  instead  of  cash. 


WOULD  YOU 

Remember  how  shocked  we  all  were  as  'students  to 
read  about  the  barbarity  of  child  labor  in  the  early  fac- 
tories of  the  Industrial  Revolution? 

Would  you  believe  that  today  throughout  the  U.S.  tens 
of  thousands  of  kids  from  seven  to  11,  12,  13  spend  from 
dawn  to  dark,  12  hours  a  day,  at  the  stooped,  back-bent, 
hard,  hard,  hard  labor  of  picking  crops— for  relatively  few 
cents  an  hour? 

Not  just  all  summer  long.  Often  they  start  with  the 
season's  beginning,  which  is  long  before  schools  close, 
and  continue  to  season's  ending,  long  after  schools  begin. 

It's  incredibly   outrageous,   inhuman   and   almost   inex- 


BELIEVE  IT? 

plicable  that  this  exists  on  a  scale  and  under  conditions 
that  equal  if  not  exceed  the  long-ago  factory  barbarities 
of  mid-Victorian  times. 

If  there's  any  conscience  left  in  us  these  days,  let's  stir 
our  stumps  enough,  each  in  his  own  state,  to  find  out 
if  this  is  permitted.  And  don't  be  fobbed  off  by  assur- 
ances about  inspections  and  standards  and  so  forth. 

Take  a  look-see  at  some  dawn's  early  light. 

Or  at  twilight's  last  gleaming. 

Here,  U.S.A. 

Near  home.  Our  homes. 

Today.  Not  a  century  ago. 


ANOTHER  HERO  DOWN  THE  DRAIN 


Scientists  have  concluded  that  the  raging  brush  fires  we 
so  desperately  fight  and  deplore  are  actually  beneficial. 

California  biologist  Carl  Baker  opines  that  "We  will  have 
ten  times  as  many  animals  within  a  decade  in  the  burned 
areas  as  before  the  fire.  The  watershed  will  be  greatly  en- 
hanced. Vast  recreation  areas  which  have  been  closed  in 


the  past  will  be  open  for  people  to  enjoy."  Adds  biology 
Professor  Philip  Miller:  "About  ten  years  ago  ecologists 
recognized  fire  as  a  natural  ecological  process.  .  .  .  Indians 
intentionally  set  fires  throughout  recorded  history." 

Whatever  will  become  of  dear  old  Smokey  the  Bear  now 
that  he  will  be  joining  the  ranks  of  the  unemployed? 
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NOW  THAT  AMERICA 

HAS  ACCEPTED  THE  EUROPEAN 

IDEA  OF  THE  SMALL  CAR, 


WOULDN'T  YOU  LIKE  TO  KNOW 
WHATTHE  EUROPEANS  IDEA  OF 

THEDESTSMALLCARISP 


In  America,  one  gel*  *  somewhat  distorted 
idea  ol  who's  who  in  «mafl  ca 
Most  Americans  is*i 
wtgtn  invent* 

V-illiPn-ijHr.  '■  'hf  b'RVCS!    - 

in  Europe,  u  weD  ax  America. 

The  (ruth  is  thai  both  these  a 


« that  volit* 

H  selling  small  car 


To  start* 

cm.  way  back  in  1336 

til  was  called  (he  Topolino.  which  il 
Italian  for  "Little  MouseH 

And  secondly.  Fiat  is  the  bigg  rat  selling 
car  in  Europe,  where  they've  been  buying 
■mat]  care  f o  r  I  h  ree  Renera  twos. 

For  every  Volkswagen  sold  in  Italy, 
eight  Fiats  are  told  in  Germany 

For  every  Renault  sold  m  Italy,  Ihrot 
Flat*  are  sold  in  France. 

Por  every  Vorvo  sold  in  Italy,  nine  Fiat* 
■re  sold  in  Swedes. 

You  might  well  consider  all  this  if  you're 
thinking  about  sinking  a  couple  o(  thousand 
doUarsor  so  uilo  a  small  car. 

After  all,  wlsen  it  comes  to  small  can. 


At  this  point 
can  you  blame  someone 
tor  getting  a  little  stlngv? 


V-mo 


hce  upon  a  time  you  picked  up  an  empty  bottle. 
And  you  got  2<t.  And  that  was  a  lot  of  money. 
So  our  streets  and  playgrounds  and  parks  were  cleaner: 
And  everyone  was  happy. 
But  today  2C  doesn't  mean  so  much. 
And  some  people  are  careless,    & 
And  some  people  are  worried  about      \^  & 
our  streets  and  playgrounds  and  parks.         ^ 
And  so  are  we.        v^-J-^Uffl 
a>o  we'll  givejyou  a  nickel  tfM 
when  you  return. a^eturnable      ' 
botde  of  Coke.  And,&e*fl  remind  \ 
you  that  areturnabiett>ottIe  is 
the  most  economical  way  f/>    | 
buy  Coca-Cola.  Provided  you 
bring  it  back.    •  *'<" 


Now  a  5C  deposit  on  aH  returnable  bottles  of  Coke. 


SIX 

MEMORABLE 

ONES 


For  as  long  as  I  can  remember,  put- 
ting down  advertising  has  been  a  favor- 
ite sport  for  assorted  Domes.  It's  such  an 
easy,  highly  visible,  oft-deserving  target. 
Most  of  the  time  most  advertising  serves 
a  purpose  and  does  it  honestly.  And,  oc- 
casionally, brilliantly. 

Here  are  six  that  I  think  you'll  agree 
are  absolutely  outstanding. 


A  fabulous  advertisement:  In  itself  a  diamond,  it  should  certainly  help  sell  'em.   ^ 


M  While  Eli  Lilly  may  have  problems  (Forbes,  Apr.  15),  it  has  the  best  Image 
Advertising  in  the  medicine-man  industry. 


How  to  return 

a  non-returnable 

can. 


Bring  it  10  the  recycling  center  near  where  you 
live. 

There  are  already  six  of  them  in  the  New  York 
area.  One  in  midtown  Manhattan,  one  in  Harlem, 
two  in  Brooklyn,  one  in  Long  Island  City,  and  one 
in  Maspeth. 

We  set  up  three  of  them.  We're  the  people  who 
make  cans.  And  we  think  a  used  can  can  be  a  use- 
ful thing,  not  another  piece  of  garbage. 

We'll  take  any  can  you  can  give  us.  Beer.  Soda. 
Soup.  Salmon.  Anything.  Steel  or  aluminum.  Just 
take  off  the  labels  and  rinse  them  out.  And  we'll 
sort,  ship,  and  sell  them  to  the  metal  companies. 
And  whatever  money  we  get,  we'll  give  to  charity 
or  worthy  local  projects. 

The  point  is  very  simply  to  conserve  natural  re- 
sources and  get  rid  of  garbage.  If  we  re-use  steel 
and  aluminum,  we  don't  have  to  take  as  much  out 
of  the  ground.  And  we  can  all  stop  polluting  the 
water  and  the  streets  with  garbage. 

But  we  need  you.  And  we  need  your  cans.  To- 
mato juice.  Clam  sauce.  String  beans.  All  of  them. 

Now  there  is  no  such  thing  as  a  non-returnable 
can. 

The  Con  People 
We  care  more  than  you  do.  We  have  to. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


If  he's  one  of  your 
company's  best, 
put  him  in  one  of 
our  company's  best 


1972  Montego  MX 
Brougham- 
first  mid-size  car  with 
the  ride  and  luxury 
of  a  big  car. 


A  sign  of  good  man- 
agement. Montego  MX 
Brougham  for  1972  of- 
fers elegant  proportions 
and  beautiful  looks  in  a 
modern,    easy -to -handle 
size,  yet  has  riding  comfort  and  luxury  in 
the  image  of  our  biggest,  most  expensive 
Mercurys.  And   whether  your  company 
owns    its    fleet    cars    or    leases    them, 
Montego  will  prove  economically  sound. 
(Write  to  the  address  below  for  your  copy 
of  our  1972  "Guaranteed  Value"  Plan.) 

In  terms  of  car  per  fleet  dollar,  Montego  is 
virtually  the  same  size  as  "full-size"  cars 
of  just  four  years  ago  —  at  a  mid-size  cost. 
Montego's  wheelbase  is  within  an  inch  of  a 
1968  full-size  standard  make  and  Montego  is 
a  half-inch  wider.  Interior  dimensions  are  vir- 
tually identical.  Our  chart  tells  the  story. 

•72  Montego  4-Dr.   '68  Std.  Make 

Wheelbase  118"              119" 

Overall  length/width  212.1/78.6"  213.3/78.0" 

Headroom,  front/ rear  38.3/37.3"    38.9/37.8" 

Legroom,  front/rear  42.1/37.9"    41.9/37.6" 

Tread,  front/rear  62.8/62.9"     62.0/62.0" 


Other  features  include  foam-padded  flight 
bench  seat  with  center  armrest,  deluxe 
sound  insulation  package  and  deep  carpet- 
ing. For  '72,  bumper  guards  and  bodyside 
mouldings  are  available. 

Finally— since  Montego  will  be  all-new  in  72, 
you  can  count  on  it  to  be  still  the  newest  at 
trade-in  time.  Montego  is  available  in  three 
series  with  a  two-door  hardtop  and  a  four-door 
pillared  hardtop  in  each.  The  upper  two  series 
each  offers  a  station  wagon. 

Lincoln-Mercury  Division,  Leasing  and  Fleet 
Sales  Dept.,  3000  Schaefer  Road,  Dearborn, 
Michigan  48121. 

Better  ideas  make  better  cars. 

MERCURY 

LINCOLN-MERCURY  DIVISION 


■  r 


If  your  child  can't  go  to  school, 
maybe  the  school  can  come  to  her. 


A  child  who  gets  ill,  or  has  an  accident,  can  miss, 
weeks  or  months  of  school.  Which  may  mean  having  to 
repeat  the  whole  year. 

Now  there  are  special  telephone  systems  to  help 
children  keep  up  with  their  studies,  while  they  recover 
from  their  setbacks. 

One  system  is  called  Tele-Class.  And  it's  working  in 
lots  of  places. 

In  Oakland,  California,  for  example,  all  the  child  needs 
is  a  telephone,  a  headset,  the  right  textbooks,  and  a  spe- 
cially trained  teacher  like  Mrs.  Molly  Steele. 

Mrs.  Steele  used  to  teach  regular  elementary  school. 
But  now  she  has  a  class  of  ten  children.  Some  ill  at  home, 
some  in  the  hospital. 

Every  day  she  inserts  cards  into  a  special  telephone 
to  dial  her  students.  Once  they  are  all  on  the  line,  class 
begins. 

Not  only  can  Mrs.  Steele  talk  to  the  children,  but  they 
can  talk  among  themselves.  So  they  get  a  classroom  at- 
mosphere complete  with  discussions  and  question-and- 
answer  sessions. 

They  also  get  20  hours  a  week  of  education  they 
probably  would  have  missed  before. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  are  continually  looking  for 
new  ways  to  make  the  telephone  serve  you. 

One  way  is  to  help  a  child  who  can't  go  to  school, 
go  to  school. 


The  computers  that  help 

make  us  a  world  leader  in  aerospace 

also  make  us  a  nationwide  leader 
in  commercial  data  services. 


Like  many  major  aerospace  firms, 
we  have  a  substantial  investment  in 
data  processing.  But  we  use  our 
computers  for  more  than  aerospace 
programs  and  internal  business  needs. 
We  use  ours  to  generate  added  revenue 
and  growth.  □  Using  existing  knowledge  and 

hardware,  we 
diversified  into 
commercial  computer 
services  11  years 
ago.  Today  our 
McDonnell  Douglas  Automation  Company 
is  a  profitable,  full-service  computer  utility 
and  a  leader  in  this  growing,  multi-billion- 
dollar  industry.  Our  coast-to-coast  data 
centers  employ  some  3,000  data  specialists 
backed  by  $145-million  worth  of  computers. 
More  than  2,000  clients  have  used  our 
services.  □  Developing  new  markets  for 
in-house  capabilities  is  a  traditional  way  of 
growth  at  McDonnell  Douglas. 


For  example,  by  adding  new  ideas  to 
existing  technology  we  are  offering  EROS, 
the  first  practical  aircraft  collision  avoidance 
system.  □  An  important  side  of  our  military 

aircraft  market  is  the  C-9 
"flying  hospital  ward". 
It's  a  direct  outgrowth  of 
our  successful  DC-9 
commercial  jetliner. 
□  We  use  proven  talents  and  techniques  to 
promote  our  growth  in  space,  too.  We're 
converting  our  Saturn/Apollo  S-IVB  stage 
into  NASA's  Skylab,  an  Earth-orbiting, 
scientific  workshop  scheduled  for  launch  in 
1973.  □  If  our  computers,  or  our  array  of 
plants,  programs  and  people  don't  separate 
us  from  other  aerospace  companies,  the 
way  we  use  these  resources  does.  To  find 
out  how,  write  Annual  Report,  Box  • 

14526,  St.  Louis,  Missouri  63178.  /^y 

MCDONNELL.  DOUGLAS/Q 


^M^ 


McDonnell  Douglas  Automation  Company  '■"% 
servesclients  in  cities  throughout  the  United  States 

via  remote  terminals  and  a  network  of    ' 

special  data  transmission  circuits 


Forbes 


Heavy,  Heavy... 

Amidst  all  their  prosperity,  the  partners  of  Goldman 
Sachs  cannot  quite  shake  the  ghost  of  Pen n  Central. 


Who  on  Wall  Street  wouldn't  want  to 
be  a  partner  in  Goldman  Sachs  &  Co? 
On  its  approximately  $50  million  in 
capital,  Goldman  Sachs  has  disclosed 
that  it  earned  ahout  $20  million  last 
year— while  main  other  investment 
firms  were  going  broke.  That  works 
out  to  an  average  profit  of  about 
->  150.000  before  taxes  for  every  one 
of  the  45  general  partners.  Even  in 
Wall  Street  that's  money.  (Some  in- 
dividual partners,  of  course,  like  Man- 
agement Committee  Chairman  Gus- 
tave  L.  Levy,  got  more.  Some  less.) 

All  in  all,  a  lovely  business.  Not  for 
Goldman  Sachs  were  the  problems 
that  had  been  afflicting  the  big  re- 
tail houses  last  year.  Goldman  has 
relatively  few  retail  customers,  con- 
centrates instead  on  underwriting, 
arbitrage,  block  trading  and  merger 
and  acquisition.  Its  virtual  dominance 
of  the  market  for  corporate  commer- 
cial paper  t^ives  the  big  investment 
firm  entree  to  nearly  every  corporate 
treasurer  in  the  U.S.;  once  in  the  door, 
the  man  from  Goldman  Sachs  is  not 
shy  about  pushing  his  firm's  other  ser- 
vices. With  just  ten  offices,  Goldman 
Sachs  last  year  was  third  only  to  Mer- 
rill Lynch  and  Bache  &  Co.  in  listed 
stock  exchange  commissions  earned. 

Sitting  where  it  is— square  in  the 
center  of  so  much  of  the  U.S.'  private 
flow  of  capital— Goldman  Sachs  is  thus 
able  to  earn  40%  pretax  on  capital. 

But  a  cloud  hangs  over  this  dream 
operation  these  days.  At  this  moment, 
Goldman  Sachs  is  the  defendant  in  no 
less  than  40  separate  lawsuits  total- 
ing $63  million.  They  involve  a  single 
issue  of  commercial  paper:  $82  mil- 
lion worth  of  Penn  Central  notes  sold 
by  Goldman  Sachs  in  several  months 
before  PC  expired  into  bankruptcy. 
In  a  bankruptcy  case,  commercial  pa- 
per goes  to  the  end  of  the  line,  since 
unlike  a  secured  debt  instrument  it 
isn't  secured  by  specific  collateral. 
The  buyers  of  the  paper  thought  they 
were  putting  surplus  funds  temporari- 


ly out  on  loan  at  a  nice  short-term  re- 
turn. Instead,  they  are  sitting  with  pa- 
per which  probably  cannot  be  sold  to- 
day for  10  to  15  cents  on  the  dollar. 

The  aggrieved  buyers  are  not  small 
fry.  The  biggest  of  the  plaintiffs, 
Fundamental  Investors  of  Elizabeth, 
N.J.,  a  Sl-billion  mutual  fund,  holds 


Lev/  of  Goldman  Sachs 

$20  million.  Also  suing  Goldman  are: 
American  Express,  holder  of  $7  mil- 
lion in  PC  paper;  Walt  Disney,  $1.5 
million  worth;  Getty  Oil,  $2  million. 

In  their  lawsuits,  the  plaintiffs 
claim  they  relied  on  Goldman  to  sell 
them  only  paper  of  first  quality.  All 
the  while,  they  charge,  Goldman 
knew  that  the  giant  railroad  was  in 
disastrous  financial  condition;  Gold- 
man, they  claim,  was  one  of  PC's  fi- 


nancial consultants  at  the  time  the 
railroad  went  under. 

This  is  not  Goldman's  first  lawsuit 
arising  out  of  commercial  paper.  In 
late  1968  Goldman  placed  $6.7  mil- 
lion worth  of  paper  for  Mill  Fac- 
tors Corp.,  a  financing  outfit.  Mill 
Factors  defaulted.  In  1970  two  of  the 
holders,  Worcester  County  National 
Bank  and  Alexander  &  Baldwin,  Inc., 
sued  Goldman  Sachs.  As  part  of  a 
complex  settlement,  Goldman  Sachs 
paid  $50,000  to  the  plaintiffs.  The 
situation  was  further  complicated  by 
a  separate  $347,000  payment  made 
to  the  plaintiffs  by  a  company  that 
was  purchasing  some  of  Mill  Factors' 
assets.  And  Goldman  Sachs'  chairman, 
Gus  Levy,  had  sat  on  the  board  of  the 
purchasing  company's  parent,  Talcott 
National,  since  April  1969. 

Did  Goldman's  token  payment  set 
a  precedent  for  Penn  Central?  Gold- 
man people  vehemently  deny  it.  Of  the 
Penn  Central  suit,  Gus  Levy  says: 
"The  whole  thing  is  unwarranted  and 
the  facts  don't  support  a  single  com- 
plaint against  us.  These  are  profes- 
sional investors  who  knew  as  much 
as  we  did  about  Penn  Central  or 
probably  more."  Goldman  Sachs'  de- 
fense is  that  it  is  just  a  middleman, 
and  its  customers  are  sophisticated 
enough  to  make  their  own  judgments. 

Meanwhile,  the  commercial  paper 
market  has  pretty  well  recovered  from 
the  Penn  Central  setback  and  is  boom- 
ing again,  and  Goldman  Sachs  has  re- 
captured most  of  its  share  of  the  $11 
billion  dealer  market.  This  year  shapes 
up  as  another  good  one  for  the  firm 
and  its  fortunate  partners. 

Still,  there's  a  heavy  weight  hang- 
ing over  their  heads.  The  institutions 
and  corporations  suing  Goldman 
Sachs  probably  will  have  to  carry 
their  suits  either  into  court  or  into  a 
substantial  settlement;  otherwise  they 
might  be  sued  for  not  protecting  their 
own  shareholders.  The  way  court  de- 
cisions are  going  today,  who  knows?  ■ 
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All  or  Nothing? 


Why  gamble  heavily  on  a  billion-dollar  dream  when  you're  busy  reorganiz- 
ing a  troubled  company  and  divesting  hea  vily?  Midland-Ross  had  no  choice. 


They're  just  little  iron  balls,  small 
enough  to  blow  through  a  peashoot- 
er. But  to  Harry  Bolwell,  46,  chief 
executive  of  Cleveland's  Midland-Ross 
Corp.,  they're  pretty  as  pieces  of  eight 
from  a  Spanish  galleon.  For  Bolwell's 
company,  Midland-Ross,  these  metal- 
lized pellets  are  a  shot  at  a  potential 
billion-dollar  market.  And  a  chance 
for  a  sick  company  to  get  well. 

"Do  you  realize  what  we've  spent 
on  this  product?"  Bolwell  asks.  "About 
$30  million  over  the  past  five  years. 
You  bet  I'm  putting  our  stockholders' 
money  where  my  mouth  is!  And  where 
my  career  is!" 

That's  big  money  for  Midland-Ross, 
which  had  a  1970  cash  flow  of  under 
$18  million  on  sales  of  just  $254  mil- 
lion. It  was  being  spent,  moreover, 
during  the  same  years  Bolwell  was 
engaged  in  a  stem-to-stern  reorgani- 
zation with  major  divestitures. 

Midland-Ross  needed  tough  oper- 
ating management  when  Bolwell  be- 
came   chief    executive    in    February 


1969.  A  series  of  acquisitions  under 
Wade  Harris  had  saved  the  company 
from  extinction  in  its  old  auto  frame 
business.  The  acquisitions  had  to  be 
bargains,  however,  because  M-R 
wasn't  well  off.  Bargains  aren't  always 
cheap,  not  in  the  long  run.  At  first, 
earnings  soared  from  $4  million  in 
1961  to  $19  million  in  1966  on  sales 
of  $366  million.  Then  came  the  period 
of  digestion.  Earnings  began  to  fall  as 
internal  problems  multiplied. 

Moving  decisively,  Bolwell  restruc- 
tured the  company  into  five  divisions 
and  reached  outside  for  some  new 
management  talent.  Then  began  his 
pruning.  Most  important  was  M-R's 
IRC  Fibers  division,  which  had  just 
been  clobbered  as  tire  producers 
switched  from  rayon  to  polyester  tire 
cord.  Bolwell  backed  out.  "We  would 
have  had  to  invest  well  over  $40  mil- 
lion to  make  the  switch  to  polyester, 
and  it  just  wasn't  our  ball  game.  We 
sold  it  to  Cyanamid  in  December  1969 
at  a  book  loss  of  $5.8  million.  Our  fi- 


nancial posture  could  have  been  in 
real  trouble  if  we  hadn't." 

The  Janitrol  heating  and  air-con- 
ditioning operation  was  also  sold  off. 
"An  antiquated  plant,"  says  Bolwell, 
"and  the  wrong  product."  A  malle- 
able castings  operation  was  shut  down 
in  1970  at  a  book  loss  of  $4  million; 
antipollution  laws  would  have  re- 
quired an  investment  of  $3  million 
with  no  return.  M-R's  frame  business 
suffered  a  nearly  fatal  blow  in  1970 
when  it  lost  the  Buick  contract,  as 
General  Motors  switched  to  stan- 
dardized frames  made  by  other  com- 
panies. Bolwell  took  $5.6  million  out 
of  1970  earnings  in  anticipation  of 
possible  liquidation. 

Meanwhile,  he  gave  the  rest  of  the 
company  a  belt-tightening.  "I  guess 
we've  reduced  staff  by  over  20%  in  the 
last  18  months  throughout  all  opera- 
tions," he  says.  "Pretty  stiff  medicine." 

The  Main  Chance 

With  problems  like  these,  how 
could  Harry  Bolwell  have  pushed  ag- 
gressively ahead  in  a  costly  new  ven- 
ture like  metallized  pellets?  As  he  sees 
it,  he  had  no  other  choice.  Putting 
metallized  pellets  on  the  back  burner 
just  now  would  have  meant  passing 


The  Penalty  of  Success 

If  Corning  Glass  is  typical,  being  a  growth  com- 
pany doesn't  mean  as  much  as  it  used  to  mean. 


For  a  long  time  now,  Corning  Glass 
Works  has  been  one  of  the  great  U.S. 
growth  companies.  It  had  all  the  in- 
gredients: technological  leadership;  a 
steady  stream  of  new  products;  high 
profit  margins;  steady  growth.  It 
earned  20%,  even  30%,  on  stockhold- 
ers' equity,  reinvested  a  major  part  of 
the  profits  and  commanded  a  price/ 
earnings  ratio  from  30  up  to  50. 

Corning  is  still  a  growth  company 
in  most  respects.  Despite  last  year's 
recession,  its  sales  rose  10%  (to  $594 
million).  Corning  is  still  the  glass  in- 
dustry's undisputed  leader  in  technol- 
ogy. It  still  has  a  strong  foothold  in 
electronics.  It  still  brings  forth  new 
products  in  a  steady  stream. 

Like  IBM,  3M  and  a  good  many 
big  growth  companies,  however, 
Corning  shows  unmistakable  signs  of 
slowing  down.  Coining's  profits  and 
its  operating  profit  margin  topped  out 
in  1966  (at  $9.28  a  share).  Last 
year's  operating  profit  margin  was  just 
16%,  down  from  25.6V  in  1966,  and 
profits  (at  $6.72  a  share)  returned 
less  than  14%  on  stockholders'  equity. 

Nevertheless,  weep  not  for  Corn- 
ing. Its  slowing  down  appears  to  he 


maturity  rather  than  the  stumbling 
that  heralds  old  age.  As  in  a  good 
many  top-notch  companies  of  its  type, 
its  technological  edge,  while  still  valu- 
able, is  less  so  than  it  once  was.  And, 
as  it  gets  bigger,  the  older  parts  of  the 
business  tend  increasingly  to  brake 
the  growth  of  the  newer  ones. 

The  biggest  part  of  Coming's  busi- 
ness, close  to  half,  is  in  the  glass  prod- 
ucts it  makes  for  the  electronics  in- 
dustry: bulbs,  globes  and  panels,  TV 
tube  blanks  and  semiconductors.  This 
was  where  Coining's  growth  formerly 
came  from,  but  lately  it  has  been  slug- 
gish, growing  at  only  about  2%  a  year 
in  the  past  four  years  vs.  nearly  8%  for 
the  whole  company. 

Television  was  the  culprit  in  1967. 
"We  had  a  good  year  in  1966,  but  it 
was  based  on  our  customers'  assur- 
ance that  television  growth  was  there," 
says  Amory  Houghton  Jr.,  44,  Coin- 
ing's chairman  since  1964  and  the 
great-great-great-grandson  of  the 
founder.  "We  expanded  and  produced 
maybe  120  bulbs  for  every  100  sets 
sold.  That  couldn't  last."  It  didn't. 
Instead  of  rising,  TV-set  sales  fell 
and  so  did  Coming's  earnings. 


Profits  rose  briefly  in  1969,  to  $8.54 
per  share,  but  in  1970  they  fell  again, 
to  $6.72  per  share.  This  time  color 
television  sales,  and  hence  Coming's 
blanks,  were  pinched  by  Japanese  im- 
ports and  the  U.S.  recession.  But  that 
was  nothing  to  what  happened  to 
semiconductors,  where  Corning  owns 
Signetics,  Inc.  of  Sunnyvale,  Calif., 
a  leader  in  integrated  circuits. 

Says  Thomas  C.  MacAvoy,  43, 
Coining's  president  since  last  April: 
"If  anyone  made  money  in  integrated 
circuits  last  year,  he  must  have  done 
it  with  mirrors."  Signetics,  lacking 
mirrors,  lost  $6  million  in  1970  on 
$35-million-sales.  Like  everyone  in 
semiconductors,  it  suffered  from 
severe  price-cutting  caused  by  defense 
spending  cutbacks  and  the  depression 
in  computers  (Forbes,  Feb.  15). 

Price-cutting  continues  in  semicon- 
ductors, but  Houghton  and  MacAvoy 
are  counting  on  new  management  in- 
stalled last  fall  to  pull  Signetics  out 
of  the  red  for  1971.  Still,  the  short- 
term  outlook  for  large  profits  is  dim. 

To  try  to  recoup  in  television  tubes, 
Coining  is  building  a  plant  in  Taiwan 
to  supply  ulass  blanks  to  RCA's  new 
TV  tube  plant  there,  where  lower 
wages  enable  it  to  compete  more  effec- 
tively with  Japanese  competition.  But, 
again,  the  short-run  prospects  don't 
look  very  good.  The  chances  for  Corn- 
ing to  net  the  profits  it  earned  in  the 
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up  the  chance  to  dominate  the  market. 

There's  nothing  new  about  iron  pel- 
lets. Over  20  years  ago  iron  ore  min- 
ers like  Cleveland-Cliffs  and  Hanna 
Mining  developed  oxide  or  taconite 
pellets— concentrates  of  around  60% 
iron— as  a  means  of  utilizing  low- 
grade  ore  bodies.  In  time  they  proved 
a  superior  feed  for  the  huge  blast  fur- 
naces that  light  up  the  night  sky 
from  Pittsburgh  to  Chicago. 

What's  different  about  Midland- 
Ross*  metallized  pellets  is  that  they 
are  almost  pure  iron  (up  to  9556)  and 
don't  need  to  be  put  through  a  blast 
furnace  for  reducing.  Instead,  they 
can  he  put  directly  into  the  electric 
furnaces  of  minimills  that  heretofore 
had  to  rely  solely  on  scrap  steel. 

Bolwell  quicldy  ticks  off  the  ad- 
vantages of  metallized  pellets  evei 
scrap  for  minimills:  Pellets,  he  says, 
won't  he  subject  to  scrap's  vicious 
price  swings.  Since  pellets  can  be  fed 
continuously,  rather  than  in  large 
batches,  they  can  increase  a  minimuTs 
capacity  by  as  much  as  30%.  They're 
more  economic  to  ship  long  distances 
than  scrap,  making  possible  small  re- 
gional mills  in  areas  where  scrap  is 
scarce.  And  being  purer,  they  yield 
higher  quality  products. 


But  the  steel  industry  has  been  no- 
toriously slow  to  adopt  new  technolo- 
gy. What  makes  Bolwell  think  they'll 
suddenly  snap  up  his  metallized  pel- 
lets? Simple,  he  says.  Minimills  can 
be  built  for  under  $30  million— a  small 
fraction  of  the  hundreds  of  millions 
of  dollars  required  to  build  the  blast 
furnaces,  coke  ovens  and  basic  oxy- 
gen furnaces  of  "maximills." 

'Potentially,  it's  a  fantastic  market," 
he  says.  "In  this  country  it's  maybe 
10  million  tons  or  $400  million.  And 
the  same  in  Japan.  And  the  same  in 
Europe.  And  that's  not  even  counting 
the  foundries." 

Bolwell  claims  he  has  a  technologi- 
cal lead  of  over  two  years  on  possible 
competitors  like  Mexico's  Hojalata  y 
Lainana,  SA,  Canada's  Stelco  and 
Armco  Steel.  "Right  now  we're  getting 
about  100%  of  the  U.S.  market,"  he 
says.  "Sure,  we're  vulnerable.  We  just 
have  to  keep  moving,  that's  all." 

Investment  in  Futures 

Midland-Ross  has  two  pellet  plants 
operating  at  capacity  already  in  Port- 
land, Ore.  and  Georgetown,  S.C.  Oth- 
ers are  now  being  built  in  Louisiana, 
Germany  and  Canada,  and  plans  are 
in   the  works   for  one   in   Japan.   "We 


chose  to  put  Portland  and  George- 
town up  with  our  own  money,  and 
operate  them  on  ten-year  [customer] 
contracts,"  says  Bolwell.  "All  this 
spending  has  hurt  our  immediate 
earnings  in  1969,  1970  and  this  year, 
but  we're  going  the  long  haul.  In 
three  or  four  years  we  hope  to  be  get- 
ting $1  a  share  in  profits  from  pellets. 
This  will  give  us  a  noncyclical  base  for 
a  different  kind  of  Midland-Ross." 

What  about  the  rest  of  the  com- 
pany? M-R  today  is  the  dominant  fac- 
tor in  every  one  of  its  specialized 
major  markets  in  capital  goods,  elec- 
trical products,  aerospace  and  foun- 
dries, except  automobile  frames 
(which  has  improved  in  recent 
months).  Says  Bolwell:  "Our  problem 
this  year  is  singular:  capital  goods. 
We  have  good  products  and  good 
management.  But  no  market.  We're 
just  barely  in  the  black  there." 

With  net  operating  earnings  of 
$10.6  million  on  sales  of  $254  mil- 
lion (before  an  extraordinary  charge 
of  $7.7  million),  Harry  Bolwell  is  set- 
ting no  current  performance  records 
at  Midland-Ross.  Can  he  deliver  on 
his  promises  for  the  future? 

If  he  doesn't,  it  won't  be  for  lack 
of  trying.  ■ 


Here  And  There.  Anyone  who  makes  color  television 
tubes  on   this  side  of  the   Iron   Curtain  uses  a  Com- 


ing-licensed process.    On   the   far  side,   Corning   has 
just     built     a     television     tube     plant     for     Romania. 


mid-Sixties— close  to  30%  on  equity 
and  over  10'<  on  sales— are  slim. 

You  can't,  however,  knock  a  com- 
pany that  even  in  a  bad  year  like 
1970  still  earned  14%  on  equity.  The 
company,  Houghton  explains,  has  a 
lot  of  very  important  irons  in  the  fire 
to  offset  its  problems  in  television 
blanks  and  semiconductors.  Such  as: 

•  Consumer  goods.  Corning  is  di- 
recting its  main  thrust  to  consumer 
products,  the  fastest-growing  of  its 
divisions  (1970  sales  of  $158  million, 
up  more  than  80%  in  four  years).  Pro- 
duction of  its  recently  introduced 
Corelle  Livingware,  a  line  of  tough, 
lightweight  dishes,  is  being  expanded. 
MacAvoy  says,  "We  can't  make  it  fast 
enough     to     satisfy     the     demand." 


•  Optical  glass.  Corning  has  a  big 
foot  in  the  billion-dollar  optical  mar- 
ket with  its  Photogray  and  Photosun 
lenses  that  automatically  darken  on 
exposure  to  sun  and  lighten  in  darker 
surroundings.  The  company  also  fig- 
ures to  benefit  by  selling  tempered 
lens  glass  to  satisfy  the  Food  &  Drug 
Administration's  edict  that  future  eye- 
glasses, for  safety,  must  be  either 
tempered  glass  or  plastic. 

•  Health.  Corning  has  a  growing 
position  in  prefilled,  disposable  glass 
syringes  and  in  disposable  hospital 
and  laboratory  glassware. 

•  Ceramics.  Coming's  ceramic  high- 
temperature  heat  exchanger  ( 19  years 
in  development)  is  being  used  in 
Ford's    new    turbine-powered   trucks. 


But  its  real  potential  is  in  catalytic 
afterburners  to  meet  federal  standards 
for  automotive  exhausts. 

•  International.  Coming's  interna- 
tional sales  nearly  tripled  in  the  past 
four  years  to  $167  million,  28%  of  the 
company's  total  sales.  "But,"  Hough- 
ton notes,  "our  percentage  of  that 
growing  market,  even  in  our  special- 
ties, is  far  smaller  than  it  is  in  the 
U.S.  We  look  for  continued  good 
growth  internationally." 

Perhaps  it  isn't  accurate  to  say  that 
Corning  is  slowing  down.  More  likely 
it  is  the  economy  that  is  slowing  down 
at  the  same  time  as  the  pace  of  tech- 
nology is  speeding  up.  It's  still  nice  to 
be  a  growth  company,  but  not  quite 
as  nice  as  it  used  to  be.   ■ 
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Profits  and  Paternalism 

Old-fashioned  management  and  the  latest 
technology  equals— Northwestern  Steel  &  Wire. 


Being  the  U.S.'  most  profitable  steel 
company  might  seem  like  winning  first 
prize  in  a  race  with  only  one  con- 
testant. But  Northwestern  Steel  &  Wire 
Co.  is  better  than  that.  Easily  steel's 
most  profitable  company,  it  runs  a 
fast  race  in  any  industry.  Over  the  past 
five  years  it  has  averaged  a  19%  re- 
turn on  stockholders'  equity  and  more 
than  11%  after  taxes  on  sales. 

Northwestern  is  not  a  big  company 
by  steel  industry  standards.  Its  1970 
sales  of  $159  million  were  dwarfed 
by  even  such  second-line  steel  com- 
panies as  Allegheny  Ludlum  and 
Wheeling-Pittsburgh.  It  operates  elec- 
tric furnaces  rather  than  conventional 
big-company  equipment  and  runs  on 
scrap,  not  ore.  But  Northwestern  is  no 
midget.  It  sold  more  than  1  million 
tons  of  steel  last  year.  Nor  does  it  pro- 
duce high-profit  specialty  steels;  in 
fact   it   averages   only   about   $155   a 


P.  W.  Dillon 


ton  for  the  steel  it 
sells,  as  against 
an  industrywide 
average  of  about 
$175. 

Northwestern 
is  not  so  much  different  as  it  is  better. 
It  is  simply  more  efficient  than  its 
competitors. 

The  man  who  runs  Northwestern, 
Chairman  Paul  W.  Dillon,  is  as  unusu- 
al as  the  company.  He's  a  six-foot,  sil- 
ver-haired man  of  88,  a  son  of  the 
founder  and  a  Victorian  patriarch 
transported  into  the  mid-20th  century. 
He  has  his  desk  in  a  bull-pen  space 
in  the  company's  ancient  Sterling,  111. 
office  building;  when  it  was  last  paint- 
ed no  one  can  recall.  Steam  engines, 
donated  years  ago  by  railroads  (rail- 
road buffs  come  miles  to  see  them), 
wheeze  around  this  plant. 

But    there    are    also    frequent    cash 


bonuses,  often  amounting  to  hundreds 
of  dollars,  handed  out  on  the  field  of 
battle,  as  it  were,  to  supervisors  for 
outstanding  performance. 

Northwestern  executives  are  ex- 
pected to  take  their  jobs  as  seriously 
as  Dillon  does  his.  All  key  personnel 
mus£  De  available  24  hours  a  day; 
officers  have  phones  in  their  cars  to 
insure  their  availability.  The  aged  but 
•still  spry  Dillon  scoots  up  ladders  and 
along  catwalks  ahead  of  the  few  visi- 
tors he  suffers.  (No  outsider  gets  too 
near  the  heart  of  his  operation,  the 
furnace. ) 

This  old-fashioned  work  ethic  helps, 
but  the  real  heart  of  Northwestern's 
profitability  is  something  else:  Its 
technology  is  probably  superior  to  any 
other  in  the  U.S.  steel  industry. 

Which  is  one  reason  Dillon  keeps 
visitors  from  Northwestern's  furnace. 
The  secret— it  is  a  secret  to  most  of 
its  competitors— is  ultrahigh  power, 
which  allows  higher  temperatures, 
faster  melting  and  much  more  eco- 
nomical steel  production,  a  technique 
"that  goes  beyond  patents,"  as  one 
analyst    told    Forbes.    Learning   that 


it 


'A  Clever  Person  Can  Always  Make  Money 

A  man  who  plays  polo  and  makes  it  pay?  Britain's  Pear- 
son family  has  always  kept  an  eye  on  that  bottom  line. 


?> 


It  couldn't  happen  in  the  U.S.:  A 
single  family  company  controlling  a 
major  investment  house,  say,  Lehman 
Bros.;  a  big  financial  publisher,  say, 
Dow  Jones;  a  chain  of  60  newspapers 
and  scores  of  other  enterprises.  It 
couldn't  happen  here  because  of  anti- 
trust and  conflict-of-interest  problems. 
But  it  did  happen  in  Great  Britain. 

The  company,  S.  Pearson  &  Son, 
Ltd.,  controls,  among  other  things, 
London's  Lazard  Bros.  &  Co.,  Ltd., 
the  international  merchant  bankers 
(connected  with  Lazard  Freres  in  Par- 
is and  New  York);  Whitehall  Trust, 
Ltd.,  a  $62-million  investment  trust; 
and,  perhaps  most  important,  S.  Pear- 
son Publishers,  Ltd.  (51.6%  owned). 
The  latter  owns,  controls  or  has  a  big 
interest  in  every  single  business  and  fi- 
nancial publication  of  any  conse- 
quence in  the  U.K.  These  include  the 
daily  Financial  Times,  which  does  for 
Britain  and  much  of  the  Continent 
what  The  Wall  Street  Journal  does 
in  the  U.S.;  the  world-renowned 
Economist;  the  Investor's  Chronicle, 
a  weekly  that  makes  stock  recom- 
mendations; and  Management  Today, 
a  monthly  that  describes,  often  criti- 
cally, how  leading  companies  are  run. 

Along  with  this  goes  a  chain  of 
about    60    newspapers,    a    prestigious 


book   publisher   and    Penguin    Books. 

The  man  who  controls  the  family 
company  is  Weetman  John  Churchill 
Pearson,  age  61,  the  third  Viscount 
Cowdray  and  a  distant  cousin  of  Sir 
Winston  Churchill.  Despite  the  loss  of 
an  arm  at  Dunkirk,  Lord  Cowdray 
shoots  and  fishes  on  his  17,000-acre 
estate  in  Sussex,  Cowdray  Park,  and 
still  plays  a  mean  game  of  polo. 

Lord  Cowdray's  prime  minister  is  a 
tall,  lean  man  of  60,  Oliver  Brian 
Sanderson  Poole,  first  Baron  Poole, 
who  is  chairman  of  Lazards  and  who 
also  runs  the  day-to-day  activities  of 
S.  Pearson  &  Son.  A  former  Conserva- 
tive party  chairman,  Lord  Poole  is 
Lord  Cowdray's  spokesman  as  well, 
for  Cowdray  never  gives  interviews 
and  rarely  even  appears  in  public. 

Speaking  with  Poole,  a  Forbes  re- 
porter remarked  that  in  the  U.S.  it 
would  be  unthinkable,  probably  ille- 
gal, for  an  investment  firm  to  have 
such  vast  control  over  the  flow  of 
business  and  financial  news.  Lord 
Poole  replied:  "I  realize  that  is  the 
sort  of  question  that  might  arise  in  the 
U.S.,  but  it  has  never  been  raised 
here.  We  have  financial  control  of 
these  publications,  but  we  never  in- 
terfere with  their  editorial  policies.  Fi- 
nancial journalism  is   very   important 


here,  far  more  important,  I  think,  than 
in  the  U.S.  We  wouldn't  have  to  go 
wrong  more  than  once  or  twice  before 
you'd  hear  an  outcry  in  The  City." 

Until  August  1969,  S.  Pearson  &  Son 
was  wholly  owned  by  the  50-odd 
members  of  the  Pearson  family.  Then, 
for  tax  reasons,  30%  was  sold  to  the 
public,  and  6%  more  is  slated  for  fu- 
ture sale.  "That's  all  the  family  has  to 
sell  in  order  to  meet  the  requirements 
of  the  tax  laws,"  says  Poole.  But  S. 
Pearson  &  Son  is  still  a  private  for- 
tune in  which  the  public  is  a  junior, 
very  junior,  partner. 

A  glance  at  the  company's  August 
1969  prospectus  shows  why  the  pub- 
lic was  so  eager  to  buy  into  S.  Pear- 
son &  Son.  From  1959  through  1970 
pretax  profits,  after  deducting  minor- 
ity interests,  rose  from  $7.2  million  to 
$21.2  million,  while  assets  went  from 
$81.6  million  to  $338  million. 

Some  of  S.  Pearson  &  Son's  hold- 
ings fit  together;  others,  like  the  So- 
ciete  Civile  du  Vignoble  de  Chateau 
Latour,  a  vineyard  in  France,  clearly 
don't.  "We  didn't  put  these  holdings 
together  with  any  idea  of  synergism— 
two  plus  two  equals  five,"  says  Poole. 
"Until  S.  Pearson  went  public,  I  was 
managing  a  private  fortune  for  a  pri- 
vate family.  The  Pearsons  are  not  peo- 
ple who  like  to  spend  money.  I  had 
the  job  of  investing  their  savings.  You 
don't  put  all  your  savings  in  one  com- 
pany. You  invest  your  money  wher- 
ever you  see  a  chance  of  making  a 
profit.  We  haven't  been  attempting  to 
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technique  wasn't  easy.  When  Dillon 
was  experimenting  with  ultrahigh 
power  in  the  early  Sixties,  the  trans- 
formers to  provide  it  weren't  avail- 
able. But  he  mastered  the  technique 
and  in  1964  and  1965  doubled  his 
transformer  power,  with  two  trans- 
formers of  48,000  kilov  olt-amperes. 

Result:  In  the  past  five  years 
Northwestern's  return  on  equity  and 
return  on  sales  have  more  than  dou- 
bled those  of  the  early  Sixties.  Sim- 
ple? Other  electric  furnace  users  in 
the  past  two  years  have  gone  to  ultra- 
high power,  in  the  75,000-kva  range, 
but  most  are  having  difficulties  get- 
ting it  to  work.  Northwestern's  new 
400-ton  electric  furnace,  the  world's 
largest,  now  is  using  21)0.000  kva. 

Northwestern  depends  on  steel 
scrap  to  feed  its  furnaces,  and  scrap 
prices  fluctuate,  as  no  one  knows  bet- 
ter than  Northwestern.  Last  year  scrap 
prices  jumped  from  under  $35  a  ton 
to  over  $45  a  ton.  And  Northwestern's 
earnings  in  its  first  half  of  fiscal  1971. 
ended  Jan.  31.  dropped  28%  on  a  3% 
sales    incn  S      ip   prices   are    hack 

under   $35   a   ton    now.   but    the   spec- 


ter of  fluctuations  still  haunts  Dillon. 
So.  Dillon  and  his  aides  are  looking 
for  ways  to  use  iron  ore  instead  of 
scrap.  Iron  ore  can't  be  fed  as  it  is  to 
an  electric  furnace;  it  has  to  be  re- 
duced to  nearly  pure  iron  first.  That 
could  be  done  in  a  conventional  blast 
furnace,  but  would  be  far  too  expen- 
sive for  a  company  Northwestern's 
size.  It  could  be  done  by  direct  reduc- 
tion in  a  kiln.  Midland-Ross  (see  p. 
22 ) .  which  developed  such  a  process, 
ottered  to  supply  Northwestern  with 
furnace  charge  for  under  $35  a  ton,  a 
price  fully  competitive  with  scrap  and 
much  more  stable. 

Going  It  Alone 

Characteristically,  Dillon  turned  it 
down.  He  doesn't  like  to  depend  on 
other  people's  technology.  He  is  work- 
ing on  his  own  process,  just  as  he 
worked  alone  on  ultrahigh  power.  One 
outsider  reports  Northwestern  already 
has    a    cheaper    experimental   process. 

At  any  rate.  Northwestern  is  work- 
ing at  the  verj  frontiers  of  steel  in- 
dustry technology.  Even  the  biggest 
companies     are     experimenting     with 


electric  furnaces;  by  eliminating  the 
need  for  blast  furnaces,  the  electrics 
are  capable  of  huge  savings  in  fuel, 
shipping  and  capital  costs.  Especially 
the  latter:  Northwestern's  new  400- 
ton  furnace  cost  less  than  one-third  as 
much  as  conventional  facilities  of 
equivalent  capacity. 

What  keeps  Paul  Dillon  going  at 
this  pace  in  his  ninth  decade?  Only 
his  intimates  know.  Dillon  refuses  to 
meet  either  the  press  or  Wall  Street. 
His  experience  in  the  steel  business 
goes  back  to  the  days  of  Andrew  Car- 
negie and  his  attitudes  show  it.  Dillon 
runs  his  company  like  the  family  busi- 
ness it  has  always  been— in  spite  of 
the  fact  that  roughly  one-third  of  its 
2.5  million  shares  are  in  public  hands. 
Northwestern's  president,  not  surpris- 
ingly, is  Paul's  son,  W.  Martin,  age  61. 
Grandson  Peter  Dillon  is  a  vice  presi- 
dent. Turnover  among  non-Dillon  ex- 
ecutives is,  reportedly,  high:  Paul  Dil- 
lon is  a  tough  taskmaster. 

Any  way  you  look  at  them,  Paul 
Dillon  and  Northwestern  are  a  throw- 
back to  earlier  capitalism.  But  a  re- 
markably effective  throwback.   ■ 


manage     any     of     the     companies.'' 
But  make   no   mistake.   S.    Pearson 

can  throw  out  a  management  when- 
ever it  pleases,  and  won't  hesitate  to 
do  so.  But  the  hallmark  ol  a  Pearson 
company  is  its  diligence  in  squeezing 
21  shillings  out  ol  every  pound. 

The  pattern  is  set  by  Lord  Cow- 
dray,  who  st.mes  polo  matches  on  his 
estate,  invites  the  public  to  see  them 
and  charges  enough  admission  to  cov- 
er the  cost.  S.  Pearson  &  Son  compa- 

Lord  Cowdray 


nies  are  characterized  In  their  lean 
si. ills.  The  parent  company  has  a  staff 
of  about  two  dozen,  including  sec- 
retaries. Lazards  is  one  of  about  a  doz- 
en hanks  in  The  City  known  as  "The 
Gentlemen."  They  really  run  The 
City.  (The  others  are  called  "The 
Players.")  hazards'  stall  is  about  half  as 
large  as  that  of  the  other  "Gentlemen." 

S.  Pearson  &  Son  is  basically  the 
creation  of  Lord  Cowdray's  grandfa- 
ther, Weetman  Dickinson  Pearson,  the 
first  Viscount  Cowdray,  who  inherited 
a  small  contracting  firm.  Weetman 
Pearson  had  little  formal  education, 
but  he  was  an  engineering  genius. 
Sen!  by  his  father  George  on  a  tour 
of  the  U.S.  and  Canada  when  he  was 
19,  he  reported:  "I  marveled  at  their 
progress  during  a  short  100  years  of 
existence.  I  returned  to  England  see- 
ing no  reason  why  the  great  things 
done  in  America  could  not  be  done 
elsewhere."  He  then  proved  it  by 
building,  first,  the  harbor  in  Dover, 
followed  by  railways  in  Spain  and 
China,  tunnels  under  New  York's  East 
River  and  other  major  works. 

He  went  into  the  newspaper  busi- 
ness to  promote  his  and  his  wife's 
devoutly  liberal  principles.  But  the 
Pearsons  never  forgot  the  bottom  line: 
Today  the  FT  is  the  only  London  daily 
that  makes  any  real  money. 

S.  Pearson  &  Son's  investments  have 
not  always  turned  out  well.  Lazards, 
for  example,  recently  dropped  a  small 
fortune  when  Rolls  Royce  went  bank- 
rupt.  How  did  they  make  that  mis- 
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take  on  Rolls  when  the  company  was 
so  obviously  in  trouble? 

"We  misjudged  the  government 
commitment  to  Rolls.  Every  bank  in 
The  City  did.  Nobody  in  The  City 
would  have  lent  a  penny  to  Rolls  right 
from  the  very  start  if  we  hadn't  be- 
lieved the  government  would  stand 
behind  the  company."  The  same  mis- 
calculation, interestingly,  that  a  good 
many  U.S.  investors  and  lenders  made 
about  Penn  Central. 

Does  Poole  feel  the  U.K.'s  current 
recession  will  crimp  S.  Pearson  &  Son's 
expansion?  "Why,  no.  There's  always 
an  opportunity  to  grow.  You've  got  to 
learn  to  live  with  whatever  economy 
you  find  yourself  in.  A  clever  person 
can  always  make  money." 

Interestingly,  the  family  has  no 
plans  for  important  investments  in  the 
U.S.  In  fact,  it  is  undecided  whether 
it  will  maintain  its  present  level  of 
holdings  here,  the  main  one  of  which 
was  509,000  shares  of  Ashland  Oil 
convertible  preferred  that,  if  convert- 
ed and  held,  was  worth  some  $24  mil- 
lion at  recent  quotations.  If  there  is 
any  redeployment  of  the  U.S.  invest- 
ment, it  would  probably  be  in  the 
Common  Market,  which  Lord  Poole 
feels  Britain  is  as  good  as  in. 

"Will  we  do  well  with  these  invest- 
ments?" asks  Lord  Poole,  repeating  a 
question.  "It  depends  on  whether 
we're  as  clever  as  we  think."  Any  fam- 
ily that  can  make  polo  pay  and  can 
turn  a  political  hobby  into  a  publish- 
ing empire  is  amply  clever.   ■ 
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Faces  Behind  the  Figures 


"Mr.  San  Diego" 

Besides  the  obvious  reasons  why 
conservative  San  Diego  was  picked 
as  the  site  of  next  year's  Republi- 
can National  Convention,  there  is 
the  less  obvious  but  still  important 
one  that  C.  Arnholt  Smith  lives 
there. 

Who  is  Arnie  Smith?  Smith,  72, 
is  a  longtime  friend  of  President 
Nixon,  an  active  supporter  of  con- 
servative Republican  candidates 
and  an  extremely  effective  GOP 
fund  raiser.  For  Nixon's  1968  cam- 
paign, Smith  reportedly  raised 
over  $1  million,  including  about 
$250,000  from  his  own  pocket. 

That's  not  bad  for  a  man  who 


Smith  of  Westgate-California 


dropped  out  of  high  school  at  age 
15  to  work  in  a  grocery  store. 
Smith  controls  an  empire  that  en- 
compasses banking,  insurance,  food 
processing,  real  estate,  hotels  and 
transportation.  He  is  chairman, 
president  and  controlling  stock- 
holder of  two  San  Diego-based 
publicly  held  companies:  the 
$678-million  assets  U.S.  National 
Bank,  and  the  $215-million  as- 
sets Westgate-California  Corp.,  a 
catchall  conglomerate  with  over 
50  affiliates.  Smith  also  controls 
numerous  private  companies. 

In  1961  he  was  named  "Mr.  San 
Diego"  and,  in  1966,  San  Diego's 
"Gentleman  of  Distinction  for 
Business  Achievement." 

Smith's  critics  describe  him  quite 
differently.  They  point  out  that  the 
Internal  Revenue  Service  is  report- 
edly investigating  the  dealings  of 
his  numerous  companies,  which  he 
seems  to  create  and  dissolve  end- 
lessly. Executives  of  local  cab  com- 
panies and  airlines  claim  Smith  is 
building  a  near  monopoly  in  state 
transportation. 

Indeed,  Smith's  Westgate-Cali- 
fornia has  a  subsidiary,  Yellow  Cab 
Co.,  that  has  a  virtual  stranglehold 
on  taxi  service  in  Los  Angeles,  San 
Francisco,  Oakland  and  other  Cal- 
ifornia cities.  It  has  the  exclusive 
right  to  pick  up  passengers  at 
three  of  the  state's  largest  airports. 
Local  cabbies  complain,  but  Yel- 
low Cab's  operations  are  always 
ruled  to  be  "in  the  public  interest." 

Lately  Smith  has  taken  a  shine 
to  air  carriers  as  well.  So  much  so 
that  his  competitors— notably  West- 
ern Airlines  and  Pacific  Southwest 
Airlines— contend  that  while  Smith 
owns  outright  one  intrastate  car- 
rier (Air  California)  he  also  con- 
trols the  state's  biggest  commuter 
airline  (Golden  West).  If  so,  Smith 
is  in  violation  of  the  California 
Public  Utilities  Code  and  the  Fed- 
eral Aviation  Act. 

In  the  late  Sixties,  Smith  bought 
a  number  of  small  air  taxis.  Be- 
cause of  his  extensive  control  of 
ground  transportation,  though,  he 
was  forced  to  sell  those  airlines. 
He  did,  to  some  business  associates 
in  Kansas  City,  Mo.  They  added 
more  small  air  taxis  and  changed 
the  name  to  Golden  West  Airlines. 

When  Smith  went  after  Air  Cal- 
ifornia in  1970,  rivals  PSA  and 
Western  said  Smith  still  controlled 
Golden  West  and  thus  shouldn't  be 
allowed  to  buy  Air  California.  Soon 


after,  the  Kansas  City  group  sold  a 
controlling  interest  in  GWA  to 
wealthy  citrus  grower  Hollis  B. 
Roberts,  an  adviser  to  President 
Nixon  on  agricultural  affairs.  Later 
the  PUC  approved  the  Air  Califor- 
nia purchase. 

"But  who  is  Hollis  Roberts?  He, 
too,  is  a  business  associate  of  Smith. 
Moreover:  1)  Smith's  brother-in- 
law  is  a  vice  president  and  direc- 
tor of  Golden  West;  2)  Westgate 
affiliates  hold  almost  all  of  GWA's 
$15-million  debt;  3)  all  of  GWA's 
accounting  is  done  under  contract 
by  Air  California,  now  a  Westgate 
subsidiary;  4)  there  have  been  nu- 
merous business  transactions  be- 
tween Smith's  companies  and  Gold- 
en West  and  Hollis  Roberts. 

For  all  his  power  and  influence, 
Arnie  Smith  isn't  always  able  to  hide 
his  cozy  deals.  Shortly  after  Smith 
got  control  of  Air  California,  then 
40%  publicly  held,  he  ordered  it 
to  buy  a  Lockheed  Electra  from 
a  Westgate  affiliate.  But  the  Cali- 
fornia PUC  ruled  that  the  purchase 
price-$950,000-was  $300,000  too 
high.  Smith  had  to  rescind  the 
deal.  On  another  occasion,  a  West- 
gate  ranch  was  sold  in  four  sepa- 
rate transactions  involving  subsidi- 
aries, business  associates  and  loans 
from  U.S.  National  Bank,  and 
Westgate  tried  to  book  a  $5-mil- 
lion  profit.  When  auditors  balked, 
the  matter  was  cleared  up  by  a 
final  cash  sale— to  Hollis  Roberts— 
and  the  gain  was  allowed. 

For  1970  Westgate  dropped 
Touche,  Ross  &  Co.  as  auditors 
and  hired  Haskins  &  Sells.  But 
when  Westgate's  1970  financial 
statements  were  filed  with  the  SEC 
—understandably  two  months  late— 
they  were  accompanied  by  16  le- 
gal-sized pages  of  notes  and  an 
auditors'  opinion  liberally  laced 
with  exceptions.  For  1971  West- 
gate  is  returning  to  Touche,  Ross. 

Meanwhile,  the  Internal  Reve- 
nue Service  is  looking  over  West- 
gate's  books  again.  During  a  mid- 
Fifties  IRS  audit,  Smith  hired  away 
two  of  the  agents;  but  an  audit  in 
the  mid-Sixties  uncovered  a  $l-mil- 
lion  tax  liability— still  unpaid. 

Not  surprisingly,  those  Smith 
companies  with  public  stockhold- 
ers haven't  done  well  recently.  For 
example,  Westgate  hasn't  paid  a 
dividend  in  three  years.  What 
about  his  private  companies?  Smith 
won't  say.  He  prefers  to  let  his 
wealth  and  power  speak  for  him.  ■ 
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One  Man's  Poison  .  .  . 

E.I.  Di"  Pont  de  Nemoirs  may 
not  think  so,  but  George  Newman 
believes  Corf  am  is  pure  gold.  Who's 
George  Newman?  He  is  the  31- 
year-old  Boston  leather  goods  sup- 
plier who  paid  a  mere  S6  million 
for  du  Pont's  entire  inventory  of  the 
wonder  poromeric  that  was  sup- 
posed to  replace  leather. 

Eight  years  and  $100  million 
later,  du  Pont  had  thrown  up  its 
corporate  hands  at  the  stuff.  But 
Newman  says:  "It's  a  fine  product." 
Not  that  Newman  knows  something 
du  Pont  doesn't.  Both  arc  convinced 
that  synthetics  and  automation  are 
the  only  ways  the  U.S.  shoe  indus- 
try can  survive  imports  and  cheap 
foreign  labor.  It's  simply  a  matter 
of  company  size  and  timing.  Cor- 
fam's  estimated  $20-million  to  $25- 
million  volume  won't  cover  du 
Pont's  cost,  but  for  Newman's  $  I- 
million  business  it's  a  bonanza. 

"If  du  Pont  had  held  out  another 
ten  years,  they'd  be  in  great  shape," 
says  Newman.  But  $3.6-biHion  du 


Pont  could  "hold  out"  only  by 
selling  from  75  million  to  100  mil- 
lion square  feet  of  Corfam  a  year, 
worth  some  $50  million.  Newman 
would  be  happy  to  double  his 
volume  to  10  million  square  feet. 

"They  did  a  great  job  of  creat- 
ing specific  demands,"  says  New- 
man, "like  nurses'  shoes,  children's 
and  military  shoes."  But  he  feels  the 
best  job  du  Pont  did  was  to  give 
shoe  manufacturers  a  continuous 
sheet  of  Corfam  (instead  of  imper- 
fect skins)  and  thus  prove  that  they 
couldn't  afford  not  to  automate 
some  day.  That's  perfect  for  George 
Newman,  who  now  deals  almost 
exclusively  in  synthetics. 

Of  course,  the  supply  of  Corfam 
he  bought  is  not  unlimited,  a  sub- 
ject he  has  given  some  thought. 
"I  might  even  make  it  myself  when 
I  run  out  in  three  or  four  years," 
he  says.  But  with  Goodrich  and 
the  Japanese,  to  mention  only  two, 
already  making  similar  poromeric 
materials,  the  chances  are  good  that 
even  a  highly  successful  distributor 
will  go  on  being  just  that.  ■ 


Supplier  Newman 


Big  Sfee/,  Meet  Adam  Smith 

Since  joininc  the  Presidents 
Council  of  Economic  Advisers  in 
1969,  free-marketer  llendrik  S. 
Ilnnthakker,  47,  lias  been  rough  on 
the  copper  industry  for  its  two- 
tiered  pricing  system  and  the  oil 
industry  for  its  import  quotas.  On 
July  15  he  resigned  to  go  back  to 
Harvard,  but  not  before  taking  out 
alter  the  U.S.  steel  industry  in  a  re- 
port that  had  been  prepared  under 
his  supervision  by  a  Nixon  Cabinet 
task  force. 

Granting  that  the  rising  cost  of 
labor  and  raw  materials  put  the 
U.S.  steel  industry  at  a  disadvan- 
tage, the  report  still  blamed  steel 
management  for  the  industry's  loss 
of  technological  edge  and  its  in- 
creasing inability  to  compete  in 
world  markets. 

The  heart  of  the  problem,  it 
charged,  was  that  the  industry  set 
prices  to  suit  itself  instead  of  re- 
flecting supply  and  demand.  In 
part,  the  report  said  "the  industry 
was  preoccupied  with  cost  consid- 
erations and  'target'  pricing  to  yield 
a  projected  revenue  volume;  that 
generally  it  assumes  that  steel  de- 
mand is  price-inelastic,  and  that 
the  industry  has  therefore  been  un- 
responsive    to     competitive     pres- 


Houthakker  of  Harvard 


sures,  particularly  from  imports." 
Recent  history  certainly  seemed 
to  bear  out  the  analysis.  In  1958, 
with  the  industry  dragging  along 
at  less  than  two-thirds  of  capacity, 
U.S.  steel  prices  were  raised  $4.50 
a  ton  to  take  the  pressure  off  prof- 
its. At  the  same  time  other  steel- 
producing  countries  cut  prices.  The 
U.S.  industry  held  its  export  price 
at  $126  to  $127  a  ton  between 
1960  and  1963.  During  those  same 
years  the  European  export  price 
was  dropping  from  $147  to  $93. 
Until  the  late  Fifties,  the  U.S.  ex- 
ported more  steel  than  it  imported. 
As  European  prices  were  lowered, 
however,  the  U.S.  became  a  net 
importer.  Today  foreign  mills  sup- 
ply more  than  14%  of  U.S.  needs. 
And  the  U.S.  has  virtually  lost  its 
foreign  markets  altogether. 

Steel,  the  report  implied,  was 
indulging  in  what  Houthakker's 
Harvard  colleague,  John  Kenneth 
Galbraith,  would  call  "administered 
prices"— that  is,  prices  set  by  cor- 
porate decision  rather  than  by  the 
market.  Galbraith's  solution  would 
be  a  measure  of  government  con- 
trol over  prices.  Houthakker  has  a 
solution  which— in  theory  at  least- 
ought  to  be  more  congenial  to  busi- 
nessmen: not  federal  laws  but  the 
older  law  of  supply  and  demand.  ■ 
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Faces  Behind  the  Figures 


Accentuate  the  Positive 

A  lot  of  economists,  prominent 
among  them  Federal  Reserve  Board 
Chairman  Arthur  Burns,  are  un- 
happy these  days  about  the  ac- 
tion—or lack  of  it— being  taken  by 
the  Nixon  Administration  toward 
improving  the  nation's  sluggish 
economy.  Only  time  can  tell  who's 
right  about  what  moves  should  or 
should  not  be  made  for  economic 
reasons.  But  Jay  Schmiedeskamp 
thinks  some  clear-cut  moves  have 
got  to  be  made,  and  soon,  for  psy- 
chological reasons. 

"Unless  the  Government  makes 
some  type  of  very  positive  move  on 
the  economy,  instead  of  stating 
what  moves  it  is  not  going  to  make, 
Richard  Nixon  will  not  be  reelect- 
ed," says  Schmiedeskamp. 

Schmiedeskamp,  38,  an  econo- 
mist by  training,  has  reason  to 
know.  He  has  just  succeeded 
George  Katona  as  director  of  the 
University  of  Michigan's  Survey  Re- 
search Center,  which  each  fiscal 
quarter  issues  a  highly  regarded 
report,  based  on  in-depth  inter- 
views,   of    consumer    buying    atti- 


Schmiedeskamp  of 
Survey  Research  Center 


tudes  (Forbes,  Feb.  1,  p.  46).  Al- 
though SRC's  reports  for  the  first 
two  quarters  of  1971  indicate  a 
slight  uptick  in  consumer  opti- 
mism, in  contrast  to  those  of  the 
preceding  two  years,  Schmiedes- 
kamp interprets  them  as  a  contin- 


ued depressed  consumer  attitude. 
Consumers  are  still  worried  about 
inflation,  continued  high  interest 
and  unemployment  rates  and, 
above  all,  the  Administration's  em- 
phasis'on  what  it  is  determined  not 
to  do  to  improve  the  economy. 

"What  came  across  to  the  con- 
sumer was  simply  that  the  Govern- 
ment was  doing  nothing,"  says 
Schmiedeskamp. 

Purely  economic  considerations 
aside,  the  consumer's  resulting  lack 
of  confidence  in  the  Government's 
intentions  and  its  ability  to  correct 
matters  has  led  him  to  be  de- 
pressed over  the  long-term  pros- 
pects. In  SRC's  latest  quarterly  sur- 
vey, a  clear  majority  of  respon- 
dents not  only  saw  no  improvement 
in  business  conditions  in  the  next 
year,  but  thought  that  conditions 
would  remain  bad  even  five  years 
from  now. 

On  only  one  occasion  did 
Schmiedeskamp  betray,  in  a  recent 
Washington  meeting,  the  naivete 
that  stems  from  political  inexperi- 
ence. He  couldn't  help  reminding 
Administration  officials  that  con- 
sumers are  also  voters.  ■ 


Results,  Not  Words 

If  any  executive  of  a  U.S.  company 
was  ever  justifiably  accused  of  hid- 
ing his  light  under  a  bushel  basket, 
it  is  President  Henry  Weigl  of 
New  York-headquartered  Standard 
Brands.  Not  that  Weigl  has  any- 
thing to  hide  from  the  press  or  the 
financial  community. 

As  for  performance,  when  Weigl 
took  over  as  Standard  Brands'  chief 
executive  in  1964,  the  company's 
14%  return  on  equity  left  it  a  dis- 
tant second  in  profitability  to  big 
competitor  General  Foods  (over 
18%).  But  under  Weigl,  Standard 
Brands  has  come  on  with  such  a 
rush  that  in  the  past  two  years  it 
has  led  General  Foods  in  profita- 
bility, averaging  nearly  19%. 

To  the  extent  that  the  laconic 
Weigl  is  willing  to  express  a  philos- 
ophy of  management,  it  is  "diver- 
sification: geographic,  as  well  as 
by  industry  and  product  line." 
More  he  won't  say,  but  the  record 
does.  Back  in  1964,  an  estimated 
17%  of  Standard  Brands'  sales  were 
in  coffee,  with  its  volatile  price  and 
declining  per-capita  consumption; 
and  Standard  Brands  was  spend- 
ing heavily  to  hold  on  to  its  share. 


Today,  as  a  result  of  diversifica- 
tion into  packaged  consumer 
foods,  no  single  product  group  ac- 
counts for  over  10%  of  Standard 
Brands'  sales,  other  than  distilled 
spirits  (vodka,  gin  and  whiskey), 
at    15%.    General    Foods   still   gets 


Weigl  of  Standard  Brands 
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nearly  30%  of  its  sales  from  coffee. 

In  1964  Standard  Brands'  busi- 
ness in  overseas  markets  was  mi- 
nuscule at  best.  Last  year  its  for- 
eign business  had  risen  to  23%  of 
sales  and  25%  of  before-tax  income. 
That  growth,  Weigl  points  out, 
has  been  mostly  through  acquisi- 
tion of  companies  that  were  li- 
censees of  Standard  Brands'  prod- 
ucts; by  acquiring  them,  the  com- 
pany picked  up  manufacturing  and 
distribution  facilities.  Weigl's  rec- 
ord is  the  more  impressive  because 
he  still  has  30%  of  his  sales  tied 
up  in  institutional  and  industrial 
products,  which  in  the  past  four 
years  have  produced  30%  more 
sales,  but  no  more  profits. 

At  the  moment  he's  still  concen- 
trating on  foreign  sales.  Last  year 
he  acquired  L.J.  McGuinness  & 
Co.,  Ltd.,  a  Canadian  distiller-dis- 
tributor of  wines  and  liquors,  and 
this  year  Canada's  $5.6-milhon- 
sales  Calona  Wines  Ltd.  And 
Standard  Brands  has  its  eye  on 
new  expansion  opportunities  in  the 
European  market. 

Weigl  may  not  be  willing  to  lift 
that  bushel  basket,  but  just  as 
clearly  he  intends  to  keep  the  light 
under  it  burning  bright.   ■ 
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Saunders  Leasing  System 

challenges  all  other 
truck  leasing  companies 

to  a  let's-see-who- 
has-the  -best-maintenance 

contest. 
Here's  how  it  works: 


Maintenance  is  the  heart  of  any 
truck  leasing  agreement.  The  Saunders 
maintenance  program  is  the  most 
exacting  in  the  industry.  We'll  stack 
it  up  against  anybody  coming  down 
the  pike. 

We  figure  when  a  man  leases 
trucks,  he  has  a  right  to  expect  the 
kind  of  maintenance  that  will  insure 
the  most  profitable  trucking  operation. 

Besides,  if  we  didn't  keep  ahead 
of  everybody  else,  we'd  just  fall  back 
with  all  the  other  guys.  And  we're  not 
going  to  let  that  happen. 

•    We  specialize  in  preventive  maintenance.  Start  by 
putting  our  mechanics  through  an  intensive  four-year 
training  program.  Keep  ahead  by  sending  them  to 
manufacturers'  seminars,  where  the  latest  developments 
are  studied.  We  keep  sending  our  people  to  school .  .  . 
and  pay  for  it. 

Our  maintenance  facilities?  They're  designed  for  top 
efficiency.  The  equipment  is  the  latest.  It's  the  finest. 
And  every  Saunders  facility  has  more  of  it.  Like  more 
dynamometers.  (They're  expensive.)  And  more  of  the 
auxiliary  testing  equipment  that  goes  with  the 
dynamometer. 

We're  nitpickers  about  maintenance  records — 


have  been  ever  since  Saunders  was 
founded  55  years  ago.  Precise  mainte- 
nance records  that  give  the  supervisor 
decision-making  information.  More 
frequent  maintenance  checks.  Every 
run  has  a  pre-trip  and  post-trip  inspec- 
tion. And  more.  Lots  more.  That's  how 
we  head  off  trouble. 

Our  driver  orientation  and  safety 
programs  go  hand  in  hand  with  preven- 
tive maintenance.  They  encourage  the 
driver  to  handle  his  vehicle  with  skill 
and  care.  Keep  him  in  tune  with  your 
needs,  give  you  a  more  efficient  operation. 
So  you  can  see  why  we  challenge  all  the  others.  We 
have  a  pretty  big  edge.  We'll  win,  of  course. 

Saunders  has  a  solid  history  of  growth  and  success. 
And  you  can  get  all  the  details  by  writing  for  our  newly 
revised  brochure,  "It  Pays  to  Lease  from  Saunders." 

"It  Pays  to  Lease"  will  answer  questions  you  have 
about  how  we  operate,  and  give  you  a  pretty  good  picture 
of  how  we  can  save  you  money. 

So  drop  us  a  line  right  now.  Write  Saunders  Leasing 
System,  201  Office  Park  Drive,  Birmingham,  Ala.  35223. 
Chances  are  you'll  get  a  better  lease  from  Saunders. 
After  all,  we  started  the  industry.  Naturally  we  know 
more  about  it. 


Saunders  Leasing  System 

Call  800-633-6566  free 

Our  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  55  years. 


Faces  Behind  the  Figures 


The  Options  Are  Still  Open 

Even  Harold  Geneen's  greatest  ad- 
mirers sometimes  felt  he  pushed 
his  luck  too  far  in  making  sizable 
acquisitions  in  the  face  of  both 
mutterings  and  lawsuits  from  the 
Federal  Government.  His  damn- 
the-torpedoes  attitude  turned  a 
laggard  holding  company  into  a  vi- 
tal $6.7-billion-assets  conglomer- 
ate. But  it  also  left  International 
Telephone  &  Telegraph  vulnerable: 
There  is  no  statute  of  limitations 
on  antitrust  suits. 

Was  it  a  setback,  then,  for  Ge- 
neen— his  settlement  with  Washing- 
ton's conglomerate  busters  late  last 
month?  Or  was  it  a  victory?  Some- 
thing of  both.  Geneen  apparently 
agreed  to  get  rid  of  Canteen  Corp., 
Grinnell  Corp.'s  Fire  Protection  di- 
vision, Avis  Rent-a-Car  and  ITT- 
Levitt  Inc.,  plus  two  life  insurance 
companies.  AH  told,  ITT  will  lose 
about  $1  billion  in  sales,  15%  of 
total  volume. 

But  it  was  no  lopsided  surren- 
der by  the  tough  Geneen.  The 
Government  has  given  him  three 
years  to  make  the  divestitures.  Ge- 
neen will  be  permitted  to  keep  the 
giant  Hartford  Fire  Insurance  Co., 
which  generates  $1  billion  a  year 
in  insurance  premiums  and  controls 
assets  of  $2.1  billion.  (Alternative- 
ly, ITT  can  divest  Hartford  and 
keep  Avis,  Levitt  and  the  two  other 
insurance  companies,  but  Geneen 
says  he'll  keep  Hartford,  which 
earns  a  return  of  15%.) 

Finally— and  this  was  important 
to  Geneen— the  agreement  lifts  the 
shadow  of  antitrust  from  ITT's 
other  acquisitions  and  frees  it  from 
any  federal  restraints  on  holding 
Hartford  as  a  separate  entity. 

The  settlement  sharply  disap- 
pointed those  observers  who  want- 
ed to  see  a  classic  antitrust  con- 
glomerate case  whose  interpreta- 
tion would  set  the  acquisition 
framework  for  decades.  Instead, 
Geneen  has  made  a  deal,  apparent- 
ly based  more  on  horsetrading 
than  on  principle.  Now  he  knows 
exactly  what  ITT  can  keep  and 
what  it  must  let  go.  He  gives  up, 
in  Avis  and  Canteen,  two  com- 
panies that  are  more  cyclical  than 
Haiti  ord  and  that  were  not 
growing  as  quickly  as  the  overall 
company,  and  in  Levitt,  one  that 
has  been  shaken  by  top  manage- 
ment changes.  In  effect,  Geneen 
keeps  one  huge  effort  in  exchange 


for  several  more  diverse,  less  prof- 
itable ones. 

Geneen  is  61,  at  least  four  years 
from  retirement.  Nobody  who  knows 
him  really  thinks  he  has  accepted 
a  ceiling  on  ITT's  size.  He  still  has 
tremendous  possibilities.  Hartford 
could  well  become  the  nucleus  of 
a  giant  financial  services  company. 
Continental  Baking,  a  medium- 
sized  acquisition,  could  form  the 
center  of  an  international  prepared- 
foods  company.  Having  tasted  the 
delights— and  the  problems— of 
homebuilding  with  Levitt,  ITT 
could  probably   go  into  this  field 


on  its  own— with  or  without  financ- 
ing from  Hartford.  As  proceeds 
pour  in  from  the  divestitures,  Ge- 
neen won't  lack  for  places  to  put 
them  to  work.  Given  his  obsession 
with  steady  increases  in  earnings 
per  share,  he  could  even  use  some 
of  the  proceeds  to  shrink  ITT's 
capitalization,  which  now  stands 
at  68  million  common  shares  with 
another  50  million  reserved  for 
conversion  of  stock  options. 

In  spite  of  the  somewhat  tough 
settlement,  Harold  Geneen  doesn't 
lack  for  openings.  Maybe  he  hadn't 
been  pushing  his  luck  too  far.  ■ 


Geneen  of  ITT 


Fly  California  the  Beautiful  on  PSA. 


There  are  a  lot  of  business-like  reasons  why 

more  California  businessmen  fly  PSA  on 

business  than  any  other  airline.  Such  as  most 

lights.  We  have  over  160  a  day  connecting  Los 

Angeles,  Hollywood-Burbank,  Long  Beach, 

San  Diego,  Ontario,  San  Francisco,  Oakland, 

San  Jose,  and  Sacramento.  Also  every-hour- 
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on-the-hour  flights,  Los  Angeles/San  Francisco. 
Also  lowest  airfares.  Also  Fly-Drive-Sleep,  where 
one  phone  call  does  it  all  -  flight  reservation, 
rent-a-car,  and  PSA  hotel  (the  Istendia  in  Sar 
Diego  or  the  San  Franciscan  up  North). 
For  other  beautiful  also-s,  see  your 
travel  agent  or  PSA.  PSAglveS  you  a  I 
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Dorit  muddy^up 
thegpogol! 

*Googol:  The  largest  number  of  things  that  has  a  name?  Webster 
defines  as  the  number  one  followed  by  a  hundred  zeroes. 


There  are  googols  of  little  creatures  squig- 
gling  and  burrowing,  flitting  and  squishing 
under  the  mud,  through  the  swamps  and  over 
the  sandy  marshes.  Sea  squirts,  copepods,  lug- 
worm  larvae  and  the  babies  of  little  fish.  Each 
with  a  kind  of  a  brain,  each  with  the  breath  of 
life.  But  their  life  is  ebbing.  And  as  they  start  to 
go — you  do,  too. 

You  are  standing  on  the  threshold  of  time 
in  as  sacred  a  place  as  any  in  the  world.  It's 
where  the  life  of  the  water  and  the  life  of  the 
land  converge  in  biological  blur.  These  are  the 
wetlands — the  swamps  and  the  mudflats  that 
sometimes  smell  like  rotten  eggs.  These  are  the 
marshes,  clogged  with  weeds,  swarming  with 
bugs,  teeming  with  beautiful  life.  This  is  where 
the  moon  moves  the  water  in  shallow  ebbs  and 
floods;  where  the  sun  pierces  down  to  the  ooze 
and  the  nutrients  flow  in  a  strange  and  mar- 
velous way.  Nowhere  else  except  here  in  these 
sopping  grounds  is  there  so  much  life  in  so 
much  concentration.  But  the  life  is  dwindling. 
And  as  these  lands  start  to  go — you  do,  too. 

These  squishy,  mushy  lands  are  where  most 
of  our  fish  are  born,  the  fish  that  feed  the  fish 


that  feed  the  fish  that  fill  the  sea.  These  narrow 
strips  of  estuarine  land  are  where  the  birds 
come  to  rest  and  nest  and  feed;  and  they  are  tied 
inexorably  to  the  life  support  for  the  raccoons 
and  the  bears  and  the  deer  a  hundred  miles 
away.  And  to  you. 

In  California,  most  of  the  wetlands  are 
already  gone.  In  Florida,  they're  going  fast.  Once 
there  were  127  million  acres  of  interior  and 
coastal  wetlands.  Now  forty  per  cent  are  gone, 
the  precious  specks  of  life  in  these  treasured 
lands  exchanged  for  yacht  clubs  and  marinas 
and  industrial  growth.  As  we  dredge  the  bays 
and  fill  the  marshes  and  cover  the  mud  with 
asphalt;  as  we  spray  our  poisons  and  scatter 
our  waste  and  spew  oil  upon  the  waters — we 
destroy  forever  the  great  forces  of  life  that 
began  millennia  ago. 

But  now  we  have  gone  too  far.  Because  this 
planet  belongs  not  only  to  us  but  to  them  as 
well.  To  the  umpteen  zillion  other  things  that  fly 
in  the  sky  and  roam  on  the  land  and  swim  in  the 
sea  and  burrow  beneath  our  feet. 

Now,  especially  now,  if  we  will  only  stop  to 
think — perhaps  we  will  think  to  stop. 


Sierra  Club 
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Hawaii's  Impossible  Choice 

Which  comes  first:  Decent  jobs?  Or  a  decent  environment?  The  problem  is 
painfully  real  for  Hawaii— and  increasingly  so  for  the  rest  of  the  nation. 


Jobs  and  progress  vs.  beauty  and 
ecology  is  an  issue  even  where  today. 
For  the  state  of  Hawaii  it  is  a  matter 
dF  life  or  death. 

Before  low-cost  jet  travel.  Hawaii 
was  remote,  protected.  Only  the  well- 
:o-do  could  afford  the  2,400-mile  trip 
Torn  the  West  Coast.  The  jet  plane 
jnd  the  $250  package  tour  changed 
all  that.  The  297,000  visitors  in  1960 
Welled  to  1.6  million  last  year.  Tour- 
ism lias  become  the  No.  One  civilian 
Industry,  generating  one  dollar  out  of 
seven  in  the  state's  economy. 

How  do  the  770.000  people  of  Ha- 
waii view  all  this?  With  mixed  feel- 
hgs.  Saj  s  former  Lieutenant  Governor 
Tom  Gill,  now  head  of  a  citizens' 
lobhv  :  "What  most  of  these  torn  1st 
promoters  want  is  a  sausage  machine. 
You  run  'em  off  a  747,  take  a  clip  off 
each  one.  shove  em  hack  on  and  take 
the  next  load.  Hilton.  Sheraton,  the 
travel  agencies,  the  airlines  put  these 
groups  together,  shove  them  through 
the  sausage  machine." 

Gill  ran  last  fall  for  the  Democratic 
■ubernatorial  nomination.  His  plat- 
form: Let's  cut  hack  on  tourism.  He 
lost,  but  garnered  impressive  support. 
Ibrprisingly,    some    of    the    support 

even  came  from  jobs-conscious  trade 
unions.    It    is   clear   that   Gill   does   not 

Ipeak   only  for  a   fanatical   fringe  d 

[bird  watchers 

Governor  John  A.  burns,  during 
whose  ten-year  administration  most  of 
the  tourist  growth  occurred,  speaks 
for  the  other  extreme:  "Tourism  was 
the  only  way  we  could  go."  \dds  Dr. 
Thomas  Hitch,  senior  vice  president 
of  the  First  Hawaiian  bank:  'It  un- 
■nploymenl  rates  today  were  running 
K>',  and  1235,  you  wouldn't  hear  much 
talk  about  the  quality  of  life."  Bums 
and  Hitch  are  backed  up  by  some 
impressive  numbers.  Latest  figures 
sho,w  the  unemployment  rate  is  ac- 
tually lower  in  Hawaii  than  on  the 
mainland.  With  pei-capita  personal 
income  of  $4,530,  Hawaii  ranks  sixth 
among  the  50  states. 

In  the  process,  however,  Waikiki 
and  much  of  Honolulu  and  the  is- 
land of  Oahu  have  been  turned  into 
a  tourist  factory,  a  Miami  Beach-on- 
the-Pacific,  crowded  and  taw  dry. 

But  still  relatively  unspoiled  are 
the  Neighbor  Islands— the  big  island  of 
Hawaii  plus  Maui,  Kauai  and  Molokai. 
Even  on  Oahu  there  remain  strong 
vestiges  of  the  old  "aloha"  spirit  that 
makes  strangers  feel  welcome;  even 
Honolulu  has  not  yet  gone  the  way  of 
so  many   of   the   Caribbean   islands— 
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Cause  &  Effect.  The  forest  of 
hotels  built  to  house  Hawaii's 
tourist  army  starts  to  obscure 
the    view    of    Diamond    Head. 


where  the  tourist's  coin  is   repaid  in 
sullen  service  and  outright  insults. 

So  Hawaii  is  engaged  in  a  delicate 
juggling  act.  It  must  "save"  the  outer 
islands,  yet  keep  the  tourist  dollars 
flowing  and  compete  with  emerg- 
ing tourist  destinations  in  the  Pacific: 
Australia,  New  Caledonia,  the  Philip- 
pines  and   even  Tahiti    (sec  box,   p. 


34),  now  pushing  for  more  tourists. 

The  price  of  Hawaii's  current  tourist 
prosperity  has  been  high  indeed.  To- 
day Waikiki  is  a  wall  of  hotels  be- 
cause each  owner  of  each  small  plot 
attempted  to  maximize  his  profit  by 
maximizing  the  height  of  his  hotel. 
The  jobs  the  hotels  brought  enabled 
many  more  Hawaiians  to  own  houses. 
That,  of  course,  is  good;  what's  bad 
is  that  the  new  houses  soon  obliterated 
the  outlines  of  Punchbowl  Crater. 
Much  of  the  housing  built  in  outlying 
areas  of  Oahu  resembles  the  tiresome 
stretches  of  mainland  tracts. 

Waikiki  land  values  have  soared— 
its  180  privately  owned  acres  are  as- 
sessed at  a  higher  value  than  all  the 
state's  ranchlands  and  sugar  and  pine- 
apple fields.  But  today  residents  shun 
Waikiki.  Traffic  jams  resemble  cross- 
town  traffic  in  Manhattan.  Some  200 
crimes— mugging,  burglary,  robbery- 
are  committed  in  the  area  each  month. 
(When  a  Forbes  reporter's  hotel  room 
was  burglarized,  she  was  told  by  many 
—including  a  Honolulu  policeman— 
that  criminals  have  passkeys  to  all  ma- 
jor Waikiki  hotels.)  Many  streets  and 
the  famous  beach  itself  are  littered 
with  debris.  Streets  are  poorly  lighted. 
Rainstorms  flood  intersections  when 
storm  drains  prove  inadequate.  Some 
55  million  gallons  of  raw  sewage  a 
day  are  spewed  into  the  ocean  four 
miles  from  Waikiki  Beach.  Air  pollu- 
tion is  such  that  Hawaii's  tropical  blue 
skies  can  be  marred  for  days  at  a  time 
by  a  lingering  brown  haze. 

Organized  crime  has  taken  control 
of  local  gambling,  narcotics  and  pros- 
titution rackets,   with   no  fewer  than 
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17  murders  attributed  to  gang  wars  in 
the  last  few  years.  (In  keeping  with 
Hawaii's  vaunted  ethnic  diversity,  no 
single  racial  minority  group  dominates 
the  underworld.)  The  gunning  down 
of  a  state  senator  late  last  year— still 
unsolved— was  almost  certainly  con- 
nected with  gang  warfare. 

Hawaii  Visitors  Bureau  studies 
show  that  there  has  been  a  steady 
decline  in  the  percentage  of  favorable 
comments  volunteered  by  visitors.  In 
1964  the  figure  was  82%;  by  1969  it 
was  down  to  54%. 

This  dissatisfaction  probably  caused 
much  of  the  drop  in  tourism  this  year, 
off  by  4.5%  through  June.  Yet  as  the 
number  of  tourists  decreased,  the  num- 
ber of  hotel  rooms  increased,  and  the 
occupancy  rate  fell  sharply:  For  June 
it  was  down  29%  compared  with  a 
year  earlier. 

Waikiki  now  has  20,000  hotel 
rooms,  6,000  of  them  built  in  the  last 
two  years.  Another  6,000  are  planned 
for  the  next  two  years.  Only  the  most 
bullish  promoters  deny  that  Waikiki 
is  reaching  a  saturation  point.  Mean- 
while, the  number  of  airlines  serving 
Hawaii  from  the  mainland  has  in- 
creased from  three  to  eight,  and  all 
are  trying  to  fill  their  big  jets. 

Words,  Words,  Words 

Hawaiians  are  well  aware  of  the 
many  tourist-related  problems.  George 
Chaplin,  for  example,  editor  of  the 
Honolulu  Advertiser,  keeps  up  a 
drumfire  of  attention  to  them.  So  far, 
however,  there  have  been  more  words 
than  deeds,  more  plans  than  progress. 

One  major  attempt  to  undo  some 
of  the  damage  came  this  year.  The 
legislature  authorized  a  program  of 
repair  and  rejuvenation  designed  to 
cure  the  famed  resort's  worst  ills.  But 
the  costs  will  be  terrific.  Waikiki  prop- 
erty owners  will  be  expected  to  pay 
for  from  one-third  to  two-thirds  of 
what  could  be  a  $90-million  program 
over  six  years— even  though  Waikiki 
already  generates  7.7  times  as  much 
in  tax  revenues  as  it  receives  in  capi- 
tal improvements. 

The  plans  that  have  been  envi- 
sioned for  Waikiki  assume  a  "business 
as  usual"  approach.  Tom  Gill  argues 
instead  for  a  change  in  both  the  quan- 
tity and  quality  of  tourism. 

"We  should  cater  to  the  tourist  who 
wants  something  first  class  and  is  will- 
ing to  pay  for  it,"  says  Gill.  "Bless- 
ings on  the  tour  groups  with  their 
coupon  books,  but  we  don't  need 
them.  They  use  up  a  lot  of  services 
and  don't  leave  much  money  here.  If 
you  have  a  modest  growth  in  the 
number  of  tourists  who  insist  on  good 
facilities,  then  your  services  become 
better— which  means  that  you're 
going   to  clean   up  your  air  and   be 


Permanence  &  Change.  Even  as  recently  as  the  days  just  after  World 
War  II,  the  Royal  Hawaiian  was  practically  the  only  hotel  on  Waikiki 
beach.    Today    it    is    almost    lost    amid    the    throng    of    new    structures. 


very  careful  about  your  beaches. 
"We  should  train  our  tour  guides 
and  license  them— as  it  is  now,  they 
make  up  then  spiels  as  they  go  along, 
and  those  clowns  [the  tourists]  don't 
know  the  difference.  You  also  make 
sure  there  are  adequate  other  types 
of  facilities  outside  the  tourist  mill. 
You  get  the  money  for  this  by  laying 
on  a  tourist  tax,  which  also  runs  up 
the  price  a  bit  and  squeezes  out  a  bit 
of  the  schlock.  You  do  everything  to 


change  the  whole  tenor  of  the  ap- 
proach to  tourism  right  now,  which  is 
Gresham's  Law  in  action— the  bad 
driving  out  the  good.  You'll  hang  onto 
a  slow  rate  of  growth,  if  you  have 
any  growth  at  all,  but  there  will  be  a 
rapid  transformation  toward  the  bet- 
ter tourist." 

Such  talk  has  an  ominous  ring  to 
developers  like  Chirm  Ho,  Hawaii- 
born  grandson  of  a  Chinese  immi- 
grant, who  waxed  wealthy  on  the 
tourist  boom.  "Those  who  would  like 
to  restrict  tourists  coming  in  are  think- 
ing along  the  lines  of  fascism,"  he 
proclaims.    His   solution:    "The   finan- 


cial institutions  should  offer  more  lib- 
eral terms  to  quality  developers  than 
to  people  going  for  the  fast  buck." 
Like  Ho,  for  example.  Yet  Ho  has  a 
point:  If  lenders  deal  only  on  the  basis 
of  getting  a  rapid  return  on  their  mon- 
ey, they  must  share  in  the  blame  for 
the  blight  that  results. 

Caught  squarely  in  the  middle  are 
Hawaii's  so-called  "Big  Five."  These 
former  sugar  agencies  among  them 
control  about  44%  of  Hawaii's  non- 
government land.  (The  five  are:  Am- 
fac,  C.  Brewer,  Castle  &  Cooke,  Al- 
exander &  Baldwin,  Theo.  H.  Davies 
&  Co.— plus  a  sixth,  Dillingham  Corp. ) 
They  are  anxious  to  develop  their 
property  with  care,  to  satisfy  both 
the  job-seekers  and  the  ecology-pro- 
tectors. Amfac  has  already  earned 
kudos  for  Kaanapali,  a  $75-million 
Maui  resort  area  that  improves  its  site. 
C.  Brewer  has  an  elaborate  develop- 
ment plan  that  aims  at  making  the 
least  possible  change  in  the  landscape. 
Says  Castle  &  Cooke's  President  Mal- 
colm MacNaughton:  "We  don't  want 
something  that  might  produce  a  fast 
profit  today  but  could  be  an  expen- 
sive eyesore  for  the  next  generation." 

The  battleground  will  shift  to  the 
Neighbor  Islands  in  the  next  decades, 
since  most  large  undeveloped  land- 
holdings  are  concentrated  there.  Wes- 
ley Hillendahl,  head  of  the  Bank  of 
Hawaii's  business  research  department, 
projects  that  billions  will  be  spent  in 
hotel  construction  there.  Oahu-Neigh- 
bor  Islands  hotel  distribution  is  now 
70%-30%;  it  is  expected  eventually  to 
be  50%-50%. 
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The  Kailua-Kona  coast  of  the  island 
of  Hawaii  is  among  the  most  devel- 
oped portions  of  the  Neighbor  Islands. 
But  what  has  been  done  there  doesn't 
augur  well  for  careful  future  develop- 
ment. Hotels  and  motels  aren't  as 
closely  built  as  on  Waikiki,  but  they 
are  too  close  to  suit  even  the  most 
tolerant  believer  in  preservation  of 
natural  beauty.  Hawaii  is  also  the 
site  of  most  of  the  speculative  land 
sales;  for  several  years,  ads  have  been 
appearing  in  mainland  newspapers  of- 
fering exotic  "bargains'"  in  land. 

"About  60,000  lots  have  been  sold 
over  the  years,''  says  John  Farias  Jr., 
Hawaii  county  development  director. 
"Most  of  them  haven't  been  built  on; 
they've  just  l>een  sold  to  people  on  the 
mainland  buying  them  sight  unseen." 

A  Glimmer  of  Hope 

Hawaii  is  beginning  to  fight  hack. 
In     1967     Boise     Cascade    optioned 

32,000  acres  of  land  north  of  its  pres- 
ent major  development  on  the  Kona 
coast.  The  company  planned  a  popula- 
tion of  200,000  for  the  acreage. 
"When  I  saw  that,"  sa\s  Farias,  "I 
said,  "You're  putting  me  on.'"  There 
was  an  angry  public  outcry,  and,  con- 
tinues Farias,  "the  company  pulled  in 
its  horns  and  drastically  whittled  down 
the  density,  to  below  50,000.  \  feu 
years  before,  the  original  proposal 
would  have  gone  through  without  a 

hlSS.  It's  becoming  increasingly  diffi- 
cult for  the  developer  to  go  charging 
in  with  the  big  contributions  trying 
to  '.jet  political  favors." 

Says  A. A.  "Bud"  Smyser,  editor  ot 
the  Honolulu  Star-Bulletin:  "The  tour- 
ist industry  and  the  people  ot  Hawaii 
have  more  in  common  than  they  do  in 
opposition  to  each  other.  The  steel 
industry  that  moves  into  a  town  has 
no  interest  in  retaining  its  beauty  and 
charm;  but  investors  in  the  tourist  in- 
dustry want  an  attractive  community 
to  draw  people  to  their  hotels." 

Amfac's  President  Henry  Walker  in- 
sists that  the  large  land-owning  com- 
panies "will  develop  their  lands  in  an 
orderly  way  only  as  demand  develops, 
and  it  will  be  expensive  and  conserva- 
tive." However,  Walker's  idea  of  what 
is  conservative  might  not  be  every- 
one's. He  speaks  with  approval  of  a 
proposal  to  drape  houses  and  apart- 
ments over  mountains,  "utilizing  some 
of  the  more  difficult  construction  areas 
in  the  state." 

Dillingham  Corp.'s  President  Her- 
bert Cornuelle  thinks  the  very  eco- 
nomics that  threaten  the  Neighbor  Is- 
lands may  rescue  them.  "Cost  is  going 
to  be  a  great  discipline,"  he  says.  "I'm 
not  sure  the  billion-dollar  kind  of  de- 
velopment there  is  economically  feasi- 
ble. If  all  the  talked-about  develop- 
ments   are    carried    out,    I    question 
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whether  they  would  be  viable.  The 
estimations  of  demand  are  extrapola- 
tions, not  projections.  There  are  no 
statistics  on  the  future." 

According  to  John  Kay,  manager 
of  real  estate  for  C.  Brewer,  the  hotel 
development  his  company  plans  for 
the  Neighbor  Islands  will  be  entirely 
in  low-rise,  Polynesian-village  style. 
"Cost-wise,"  he  says,  "it's  cheaper  to 
build  low-rise.  The  spread-out  units 
aren't  as  efficient  to  operate,  but  such 
hotels  attract  by  far  the  highest  occu- 
pancy. On  Kauai,  a  hotel  of  the  type 
that  we  plan  will  average  90%  occu- 
pancy while  the  rest  of  the  hotels 
there  average  under  50%." 

Kay  agrees  with  Cornuelle  that  the 
law  of  supply  and  demand  will  slow 
the  bulldozers.  Says  Kay:  "I  see  some 
announced  programs  where  they  plan 
to  develop  10,000  acres  in  three  years. 


The  problem  is  worldwide;  there's 
no  place  to  hide.  Some  2,800  miles 
to  the  south  of  Hawaii  lies  French- 
ruled  Tahiti— more  exotic,  far 
more  remote.  Tahiti,  once  the 
home  of  painter  Paul  Gauguin,  is 
Hawaii  in  miniature:  A  volcanic  is- 
land with  a  Polynesian  culture  that 
was  colonized  by  a  major  power 
(France,  in  1880),  it  has  the  mili- 
tary as  its  No.  One  industry  and  is 
trying  to  develop  further  an  al- 
ready strong  tourist  industry. 

Until  1960,  when  passenger  jets 
began  serving  the  island,  few  tour- 
ists   visited    Tahiti.     Indeed,    the 


There's  no  way  those  can  get  off  the 
ground." 

Those  concerned  about  the  environ- 
ment can  hardly  object  if  hard  eco- 
nomics slow  things  down.  But  slower 
development  also  reduces  job  growth 
and  cuts  more  middle-income  groups 
from  enjoying  beauty  that  belongs, 
after  all,  to  everybody. 

Tramp,  Tramp,  Tramp 

In  any  case,  there  is  no  stopping 
tourism:  Hawaii  must  live;  sugar  and 
pineapple  aren't  enough;  and  manu- 
facturing for  export  is  economically 
impossible.  So  the  whine  of  the  jets 
and  the  tramp  of  tourists'  feet  are  go- 
ing to  become  louder.  The  question 
is:  To  what  degree  are  jobs— and 
profits— worth  sacrificing  for  the  sake 
of  the  environment? 

Louis  J.  Crampon,  a  professor  at  the 

Will  Tahiti  Lose  Its  Virginity?- 

French  and  Tahitians  probably 
didn't  want  visitors  before  then. 
But  a  fast-growing  population  and 
declining  copra  production  forced 
a  decision:  either  people  would 
continue  to  leave  the  islands  to  look 
for  work  elsewhere,  or  tourism 
would  have  to  be  developed.  Al- 
most reluctantly,  Tahiti  chose  tour- 
ism. Today  there  are  11  tourist  ho- 
tels on  Tahiti,  ten  more  on  Bora 
Bora  and  other  sister  islands. 

There  have,  however,  been  slim 
pickings  in  paradise.  The  230-room 
Maeva  Beach  Hotel,  opened  in 
1969  by  a  subsidiary  of  UTA/ 
French  Airlines,  suffered  losses.  So 
did  the  200-room  Taharaa  Inter- 
continental Hotel,  a  joint  venture 
of  Pan  American  World  Airways 
and  West  Coast  drugstore  tycoon 
Joseph  Long.  The  Royal  Tahitian 
hotel,  built  by  the  Rigler  family, 
makers  of  Adolph's  Meat  Tender- 
izer,  is  still  losing  money. 

Why  problems  instead  of  prof- 
its? Construction  costs  are  about 
twice  as  high  as  elsewhere,  be- 
cause everything,  even  much  of 
the  timber,  has  to  be  imported. 
Skilled  hotel  workers  are  scarce.  In- 
flation has  been  severe.  It  is  hard  to 
do  business  with  the  government. 

"The  French  have  a  different 
mental  set  than  the  Americans," 
says  one  hotel  man.  "They  view  as 
pushy  and  irritating  the  kind  of 
Americans  who  in  the  States  would 
be  viewed  as  simply  good,  aggres- 
sive businessmen." 

Despite  the  friction— all  local  cor- 
respondence with  the  government 
must  be  in  French,  for  example- 
Americans  and  other  foreigners  are 
still  attracted  by  Tahiti's  potential. 


University  of  Hawaii,  thinks  that  by 
1980  Hawaii  may  be  receiving  10  mil- 
lion tourists  a  year— over  five  times 
I970's  figure.  If  the  figure  seems  wild- 
ly extravagant,  remember  this:  A 
growing  population  with  growing  lei- 
sure has  to  go  somewhere,  and  few 
places  under  the  American  flag  can 
even  begin  to  compare  with  Hawaii. 

But  at  bottom,  the  problem  of 
Hawaii  is  the  problem  of  the  entire 
U.S.,  for  those  areas  that  are  still  un- 
spoiled and  uncrowded,  and  even  for 
the  suburbs,  those  relative  havens  of 
greenery  and  space.  The  cities  are 
becoming  unlivable.  People  are  rest- 
less. They  are  increasingly  nostalgic 
for  fresh  air  and  open  horizons,  for 
the  kind  of  paradise  that  Hawaii  once 
was  but  is  rapidly  ceasing  to  be. 

Ask  not  for  whom  Hawaii's  bell 
tolls.  It  tolls  for  all  of  us.   ■ 


Pierre  Angeli,  the  non-English- 
speaking  governor  of  French  Poly- 
nesia, predicts  that  the  number  of 
tourists  will  grow  from  last  year's 
49,000  (half  from  California)  to 
160,000  in  1975.  Thus,  Tra- 
veLodge  Ltd.  of  Australia  and  such 
U.S.  hotel  chains  as  Holiday  Inns 
are  making  proposals  to  the  Ta- 
hitian government.  One  California 
hotel  developer  even  wants  to 
build  an  underwater  glass-walled 
gambling  casino. 

But  Tahiti,  a  small  island  of  only 
50,000  people,  could  easily  suc- 
cumb to  people  pollution.  Governor 
Angeli  insists  the  government 
wouldn't  allow  this.  "We  must  pre- 
serve the  very  special  character  of 
French  Polynesia,"  he  says.  "Be- 
cause without  it  there  would  be  no 
motivation  for  tourists  to  come." 

A  local  businessman  agrees  for  a 
strange  reason.  "Considering  how 
difficult  it  is  to  get  anything  done," 
he  says,  "perhaps  there's  little  dan- 
ger that  Tahiti  would  become  an- 
other Waikiki."  What  may  in  the 
end  save  Tahiti  is  not  planning,  but 
bureaucracy. 
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PPG:  the 

glass 

maker. 


PPG  Environmental  Glass  is  making  America's  new  buildings 
beautiful,  economical  and  sensitive  to  human  needs. 


For  the  '70s,  American  architects  are 
creating  a  new  environmental  quality 
in  commercial  building.  Quality 
which  is  built  around  people.  And 
PPG  is  concerned  with  that  quality. 

PPG  Environmental  Glass  is  being 
used  in  many  of  these  new  buildings 
because  it  fits  well  into  the  scheme 
of  beauty,  practicality  and  sensitivity 
to  human  values. 

Environmental  Glass  was  developed 
by  PPG  to  keep  out  heat,  keep  out 
cold,  reduce  the  sun's  brightness 


or  reflect  like  a  mirror  to  enhance  a 
building's  exterior.  For  the  future, 
it  means  that  millions  will  work  in 
better  environments. 

But  there's  more  about  PPG.  We 
were  the  first  domestic  producer  of 
float  glass  for  automobiles,  build- 
ings of  all  types,  and  mirrors  for  the 
home.  We  also  sell  fiber  glass,  paints, 
coatings,  and  a  broad  line  of  indus- 
trial and  agricultural  chemicals. 

PPG  Industries,  Inc.,  One  Gate- 
way Center,  Pittsburgh,  Pa.  15222. 


University  of  Louisville  Health  Sciences 
Center,  Louisville,  Ky.  Architect:  Smith, 
Hinchman  &  Grylls  Associates,  Inc.,  Detroit. 
Associate  Architects  and  Engineers:  Arra- 
smith/Judd/Rapp  &  Associates;  Louis  & 
Henry;  E.  R.  Ronald  &  Associates;  Louisville. 

PPG :  a  Concern  for  the  Future 


INDUSTRIES 


® 


CITIES  SERVICE 
COMPANY 


CITIES  SERVICE  IS  A  NATURAL  RESOURCE  COMPANY 

WE'RE  NATURALLY  IHTERESTED  IN  ENERGY  AND  CHEMICALS. 


A  pioneer  in  interstate  pipeline  operations, 
Cities  Service  transports  natural  gas  to  serve 
hundreds  of  industries  and  communities. 

We  also  seek  out  and  develop  oil,  natural  gas 
and  mineral  reserves  around  the  world  . . . 
refine  quality  petroleum  products  sold  under 
the  CITGO  trademark  . . .  manufacture  useful 
petrochemicals  such  as  plastic  resins,  butyl 
rubber,  carbon  black  and  Festival  molded 
plastic  housewares  . . .  mine,  refine  and 
fabricate  copper  and  copper  products . . . 
and  produce  industrial  and  agricultural 
chemicals. 

Wherever  there's  a  need  for  energy  and 
chemicals,  Cities  Service  is  there  to  serve 
you  . . .  better. 


CITIES  SERVICE  COMPANY 

60  Wall  Street 
New  York,  New  York  10005 


Back  to  the  Drawing  Board? 

The  accountants  showed  Massey-Ferguson  a  way  out  of 
its  liquidity  squeeze.   Only  the  plan  backfired.  Badly. 


It  is  not  always  smart  to  take  the  ex- 
perts too  seriously.  No  one  knows  this 
better  than  Albert  A.  Thornbrough, 
president  of  Massey-Ferguson  Ltd., 
the  Toronto-based  but  globe-girdling 
farm  equipment  maker.  Thornbrough 
listened  to  his  accountants  and 
watched  with  dismay  as  their  recom- 
mendations backfired,  turning  Massey 
from  a  $30-million  profit  maker  to  a 
S19.7-million  loser  within  12  months. 

Massey,  along  with  other  farm 
equipment  makers,  was  an  early  vic- 
tim of  the  recession.  The  showrooms 
of  its  dealers  soon  were  jammed  with 
unwanted  machinery.  It  was  a  costly 
blockage.  In  North  America,  farm 
equipment  makers  finance  their  deal- 
ers until  retail  sales  are  completed, 
even  though  they  have  already  re- 
corded their  sales  at  the  wholesale 
level.  In  other  words,  they  report  a 
sale  (and  the  resulting  profit)  before 
it  is  actually  earned. 

Masses  was  in  a  bad  liquidity 
squeeze.  It  went  into  1970  with  near- 
ly $700  million  in  inventory  and  re- 
ceivables—as  against  equity  capital  of 
only  about  $430  million.  In  just  two 
years  its  current  liabilities  had  jumped 
by  more  than  $100  million.  The  com- 
pa  i\   had  been  able  to  report  steady 


earnings  and  sales  for  three  years,  but 
a  good  many  of  the  "sales"  were  piled 
up  in  dealers'  lots  and  in  dealer  paper. 

The  accountants  had  a  way  out. 
Why  not  reduce  production  while  of- 
fering dealers  incentives  to  move  the 
inventory  off  their  floors?  That  would 
give  the  dealers  elbowroom  for  cutting 
prices  if  necessary.  Yes,  it  would  mean 
write-offs;  after  all,  the  company  had 
already  recorded  the  "sales"  at  the 
old  prices.  But  the  accountants  could 
solve  that  one.  Simply  debit  the  pre- 
viously recorded  "profits"  to  earned 
surplus,  thereby  bypassing  the  1970 
profit-and-loss  statement.  The  Ameri- 
can Institute  of  Certified  Public  Ac- 
countants, in  a  draft  bulletin,  had  re- 
cently said  there  was  nothing  wrong 
with  this  procedure. 

If  it  worked,  Massey-Ferguson's 
liquidity  squeeze  would  be  over.  As 
the  machinery  moved  off  the  dealers' 
lots,  the  dollars  would  flow  into  To- 
ronto. Costly  short-term  bank  loans 
could  be  paid  down.  The  losses  would 
be  labeled  as  "extraordinary"  and 
M-F's  earnings  record  would  not  be 
too  badly  battered. 

The  changeover  went  smoothly  for 
a  while.  Receivables  dropped  by  $83 
million,  while  sales  from  dealers'  stocks 


outpaced  factoiy  shipments  by  $40 
million  in  North  America  alone.  But 
then  came  the  blow.  The  accounting 
procedure  came  under  review  by  the 
Securities  &  Exchange  Commission. 
The  SEC  pressured  the  accounting 
profession  into  reversing  its  recom- 
mendation. It  insisted  that  such  losses 
not  be  swept  under  the  rug. 

Thornbrough  was  told  of  the  switch 
only  a  month  before  his  1970  fiscal 
year  ended.  "We  had  to  alter  our  ac- 
counts and  report  a  very  large  loss," 
he  says.  The  loss  was  $20  million. 
M-F  suspended  dividends  in  March 
1971.  It  was  Massey's  largest  loss  ever 
and  the  first  since  1934. 

Thornbrough  had  not  had  such 
troubles  since  being  appointed  presi- 
dent 15  years  ago.  His  policies  in 
creating  for  Massey  a  global  chain  of 
closely  integrated  but  largely  autono- 
mous units  had  seemed  successful.  To 
a  greater  degree  than  his  competitors, 
he  let  foreign  executives  run  their  own 
shows  under  broad  budget  and  design 
plans  set  by  a  small  head  office  staff. 

Thornbrough  pushed  Massey  into 
the  industry's  third  spot  behind  Deere 
&  Co.  and  International  Harvester  Co. 
(Deere  grosses  about  $700  million  a 
year  in  the  U.S.  and  Canada  from 
farm  equipment  sales,  comfortably 
ahead  of  I-H  at  around  $600  million 
and  Massey  at  $275  million.  Inter- 
nationally, however,  the  gap  narrows. 
Massey  puts  its  farm  equipment  sales 
outside  the  U.S.  and  Canada  at  about 
$325  million,  vs.  Deere's  $160  million, 
I-H's  $210  million.)  "Worldwide,  we 
become  No.  One  in  tractors  and  com- 
bines," says  Secretary  R.  Wallace  Main. 

M-F  became,  in  fact,  one  of  the 
world's  first  truly  multinational  cor- 
porations. It  spent  almost  $300  mil- 
lion abroad  in  the  last  decade  to 
build  a  manufacturing  and  dealer  net- 
work unmatched  by  competitors.  To 
catch  up  overseas,  Deere  has  been 
forced  to  sign  an  international  mar- 
keting agreement  with  Fiat,  the  Ital- 
ian producer,  after  spending  heavily 
in  foreign  markets  with  at  best  mini- 
mal penetration. 

Typically,  a  Massey  tractor  assem- 
bled and  sold  in  Sao  Paulo,  Brazil 
would  have  a  British  engine,  German 
gears  and  a  transmission  made  in  De- 
troit. Until  a  year  ago  this  integration 
worked.  Then,  where  Massey  had 
staked  the  most,  its  troubles  became 
the  greatest. 

In  Britain,  legal  and  wildcat  strikes 
repeatedly  paralyzed  production  at 
both  its  own  and  suppliers'  plants. 
Normally,  its  British  subsidiaries  make 
80,000  of  the  140,000  tractors  Massey 
distributes  each  year  and  all  of  its 
diesel  engines. 

In  North  America,  cornbelt  custom- 
ers ceased  buying  when  their  earlier 
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Uptight?  Not  in  Milwaukee 

Business  is  business,  but  think  about  this  .  .  .  Minutes  from 
exciting  game  fishing  .  .  .  Boating,  from  rowboats  to  yachts  .  .  . 
Golf,  from  pitch  'n  putt  to  tournament  turf. 

If  you're  a  skater,  skier  or  snowmobiler  .  .  .  we've  got  that  too. 
And  culture;  have  we  got  culture  I  From  concerts  in  the  parks  to  our 
magnificent  new  Performing  Arts  Center. 

But  .  .  .  there's  no  business  like  good  business.  Unlimited 
skilled  labor  .  .  .  Tremendous  technical  schools  .  .  .  Quick  response 
suppliers  to  serve  manufacturers  .  .  .  And.  rapid  access  to  national 
and  world  markets. 

No  bsp  city  hangups  ...  No  big  city  crime  problems  ...  No 
congestion.  Your  wife  will  love  Milwaukee. 

Uptight?  Who  needs  it! 

Write  for  a  fact-filled  brochure  on  MILWAUKEE.  Dept.  FBS-871 

DEPARTMENT  OF  CITY  DEVELOPMENT 

Kenneth  E.  Fry,  Commissioner 

P.O.  Box  324-Milwaukee,  Wisconsin  53201 

Ask  About  Our  Industrial  Land  Banks 


harvests  remained  unsold  and  money 
became  tight  and  costly.  During  1970 
their  resistance  pushed  sales  in  Mas- 
sey's  second  most  important  market 
to  their  lowest  point  in  five  years. 
Fresh  strikes  in  its  U.S.  plants  have 
helped  to  push  reported  profits  down 
a  further  87%  so  far  this  year.  In  Aus- 
tralia it  has  been  a  similar  story- 
drought  of  orders  and  a  glut  of  grain. 

Even  Massey's  attempts  to  diversify 
into  industrial  and  construction  ma- 
chinery began  to  flounder  after  world 
sales  had  almost  doubled  in  three 
years  to  $128  million,  or  nearly  14%  of 
Massey's  total  $937.9-million-sales. 

"We're  in  a  trough,  both  in  the 
States  and  worldwide,"  admits  Thorn- 
brough.  His  competitors  are  in  a  simi- 
lar predicament.  At  least  three,  White 
Motor,  Allis-Chalmers  Manufactur- 
ing Co.  and  J.I.  Case  are  in  deep  trou- 
ble in  farm  equipment.  But  even  their 
elimination  would  relieve  pressure 
within  the  industry  only  slightly.  They 
are  too  small  to  matter  much. 

Tight  Bind 

All  this  has  been  a  severe  blow  for 
Al  Thornbrough,  a  U.S. -born  and  ed- 
ucated (Harvard,  Kansas  State)  agri- 
cultural economist.  The  last  time  M-F 
was  in  deep  water  was  back  in  1956, 
when  Thornbrough  was  rapidly  ele- 
vated from  vice  president  of  procure- 
ments at  subsidiary  Ferguson  Tractor 
Co.,  Detroit.  His  predecessor,  James 
Duncan,  had  been  squeezed  out  by 
Canadian  financier  E.P.  Taylor  and  his 
partners  in  Argus  Corp.,  a  closed-end 
fund  that  owns  15%  of  Massey's  shares. 

Fifteen  years  later,  Duncan  is  still 
brooding  over  his  abrupt  departure.  In 
a  recent  book,  Not  a  One-Way  Street, 
Duncan  says  he  thwarted  Taylors 
plans  to  sell  Massey  to  industrialist 
Victor  Emmanuel  and  increase  the 
dividend  to  what  Duncan  considered 
an  unjustified  level.  "They  wanted  a 
docile  management.  I  obviously  did 
not  fit  into  this  picture,"  says  Duncan. 

Thornbrough  must  now  be  wonder- 
ing how  well  he  fits  in.  Unless  he 
finds  a  way  of  restoring  shareholder 
Taylor's  $l-a-share  dividends— not 
surprisingly  omitted  last  year— he 
might  soon  join  Duncan  among  the 
Massey  memoir  writers. 

What  are  the  prospects?  Still  limit- 
ed. The  14-week  strike  at  M-F's  U.S. 
plants  will  make  this  year's  profits 
modest  at  best.  "It  won't  be  a  turn- 
around, but  it  should  reverse  last 
year's  reversal,"  says  Secretary  Main. 

Ahead,  M-F  could  belatedly  bene- 
fit from  the  accountants'  mixup.  Deal- 
ers' inventories  no  longer  are  danger- 
ously swollen.  M-F  can  begin  pushing 
wholesale  sales  again.  But  it  is  a  pe- 
riod that  M-F  definitely  would  not 
like  to  repeat.  ■ 
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How  does  CalComp 
match  up  with  IBM? 

This  way. 


You  just  plug  us  into  them. 

Or  vice  versa 

And  that  conies  in  very 
handy  when  you've  invested  in 
an  IBM  300  series  computer  and 
you  start  looking  around  for  a 
disk  memory  system  to  match  up 
to  your  computer. 

Now,  why  a  CalComp  disk? 

Ours  are  faster  to  begin 
with.  And  they  cost  less  to  lease. 
And  less  to  own. 

Take  the  CalComp  CD  22. 
Its  average  access  time  is 
35  milliseconds.  In  other  words, 
it  can  find  a  piece  of  information 
faster  than  you  can  ask  for  it. 

It  stores  up  to  233  million 


bits  of  information  per  disk  pack. 
And  while  these  disk  packs  spin 
at  2400  rpm  (a  lot  faster  than 
your  phonograph  records)  the 
pack  can  be  stopped  to  be  re- 
moved in  only  12  seconds,  (faster 
than  your  phonograph  records). 

And  this  bears  repeating. 
All  the  CalComp  disk  memory 
systems  are  engineered  to  be 
totally  interchangeable  with 
IBM's  equipment.  You  plug  them 
in.  And  turn  them  on. 

And  they're  faster  than 
IBM's.  And  they  cost  less  to 
lease. 

IBM  and  CalComp.  They 
match  up  just  fine. 

©©©@®©Q 


Write  us  at  California 
Computer  Products,  Inc.,  Dept. 
FB-M8-71,  2411  West  La  Palma 
Avenue,  Anaheim,  California 
92801.  Or  call  (714)  821-2011. 
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THE  $B1  MILLION  ROCK. 

It  was  formed  millions  of  years  ago 
during  enormous  upheavals  of  the 
earth's  crust. 

Because  it's  one  of  nature's  hard- 
est materials,  it  makes  first-rate 
construction  aggregate.  Last  year, 
Martin  Marietta  mined,  processed 
and  sold  $81  million  worth  of  it  (up 


$10  million  over  the  year  before). 

That's  a  lot  of  rock.  But  then  the 
overall  market  for  construction  ma- 
terials is  a  huge  one,  and  growing. 

The  market  is  expected  to  grow 
by  rriore  than  50  percent  in  this 
decade  -  from  roughly  $90  billion 
now  to  about  $135  billion  by  1980. 

Martin  Marietta  is  strong  in 
construction  materials.  Besides  our 
rock  products,  we're  one  of  the 


nation's  major  cement  producers. 
We  produce  aluminum.  And  we 
produce  concrete  admixtures  for 
worldwide  markets. 

You  may  think  rock  is  short  on 
glamor.  But  in  its  own  solid  way 
it's  a  growth  product.  And  it  makes 
a  hefty  contribution  to  our  $900 
million  plus  in  annual  sales. 

211  Park  Avenue,  New  York,  N.Y.  10017 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  lA  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

|    NAME  

|    ADDRESS     

I     
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SPRAY  YOUR  ROOFS 
and  SAVE 


The  Ranco  Roof  Spray  Kit  pumps  our 
top  quality  waterproof  Ranco  Plastic 
Roof  Sealant  from  drums  on  the  ground 
through  high  pressure  hose  and  sprays 
it  evenly  over  the  roof  surface.  This  fast, 
efficient,  labor-saving  process  has  re. 
duced  roofing  costs  to  less  than  S<t  per 
sq.  ft.  for  major  firms  from  coast  to 
coast.  You  just  patch  the  breaks  and 
other  trouble  spcts  in  your  roof  and 
spray-coat .  .  .  that's  all.  Inexperienced 
maintenance  men  can  achieve  profes- 
sional results  after  minimal  instruction 
from  Ranco  Roofing  Engineers.  The 
Ranco  Roof  Spray  Process  renews  your 
roof  a  nd  protects  against,  leaks  for  years. 


RANCO  INDUSTRIAL 
PRODUCTS  CORP. 


13306  Union  Avenue  Cleveland,  Ohio  44120 


Stock  Options:  Hope  Springs  Eternal 

Stock  options  haven't  made  many  people  rich  lately— and  they've  made 
a  good  many  poor.    Yet  option  plans  are   more    popular   than   ever. 


In  the  Fifties  and  early  Sixties,  nearly 
everybody  had  a  glamour  story  about 
options:  The  guy  you  knew  who  was 
a  millionaire  at  40  because  of  his 
stock  options.  Today,  nearly  every- 
body has  a  horror  story:  about  salaried 
people  who  borrowed  at  the  bank  to 
exercise  options,  only  to  see  the  stock 
plunge  below  the  price  at  which  they 
bought  the  stock. 

The  classic  horror  story  concerns 
Stuart  Saunders,  deposed  chairman  of 
Penn  Central.  As  incentive  and  re- 
ward, the  board  granted  him  options 
on  shares  of  Penn  Central  stock. 
Price:  $1  million.  As  Penn  Central 
stock  climbed,  Saunders  began  to  ex- 
ercise the  options.  By  1969  Saunders 
had  exercised  options  on  47,100 
shares.  Not  only  did  this  give  him 
an  immediate  paper  profit,  it  enabled 
him  to  collect  dividends,  which  had 
been  running  close  to  $110,000  a  year 
on  that  number  of  shares.  Because  he 
was  not  personally  a  rich  man— only 
a  highly  paid  one— Saunders  reported- 
ly had  to  borrow  most  of  the  money 
at  the  bank. 

For  a  while  he  was  riding  high. 
His  paper  profit  (the  stock  climbed 
past  86)  amounted  to  nearly  $3  mil- 
lion, and  the  dividends  were  probably 
more  than  covering  the  interest  costs 
on  the  borrowed  money.  On  top  of 
this,  Saunders  was  sitting  with  options 
on  another  62,400  shares. 

Today  the  shares  Saunders  bought 
for  $23  sell  for  less  than  $6  a  share. 
Instead  of  a  big  profit,  he  ended 
with  a  hefty  loss.  An  extreme  case? 
Yes,  but  not  a  unique  one.  Many  a 
coiporate  investor  was  turned  from  a 
paper  millionaire  into  a  paper  bank- 
rupt by  the  stock  market  collapse  of 
1969-70,  all  because  of  stock  options 
exercised  with  borrowed  money. 

The  Best  Game  in  Town 

So,  are  options  dying?  Quite  the 
contrary.  They  seem  actually  to  be 
gaining  in  popularity.  Mobil  Oil  cur- 
rently has  executive  options  outstand- 
ing to  buy  1  million  shares,  almost 
twice  the  options  it  had  out  five 
years  ago.  International  Business  Ma- 
chines lias  issued  options  to  buy 
700,000  shares  at  an  average  value 
of  $290  a  share;  at  the  end  of  1965 
it  had  options  out  only  for  459,000 
shares.  "Despite  the  panic  that  many- 
executives  experienced  in  1969,  they 
are  still  willing  to  take  their  thai  ices 
on  options,"  says  Louis  J.  Brindisi  Jr., 
a  Teat.  Marwick,  Mitchell  &  Co,  part- 
ner. Eight)   percent  of  the  943  com- 


panies surveyed  by  Peat,  Marwick  in 
1969  had  stock  option  plans.  Brindisi 
estimates  that  the  number  has  risen 
since  then. 

Optimism,  of  course,  dies  hard.  But 
there  is  a  more  solid  reason:  taxes. 
Despite  the  swipes  taken  at  stock 
option  plans  in  the  1964  and  1969  K 
Tax  Reform  bills,  inflation  and  higher 
salaries  are  lifting  more  and  more  ex- 
ecutives into  high  tax  brackets.  To- 
day, perhaps  nearly  1  million  payers 
are  near  or  over  the  50%  tax  bracket. 
A  $44,000-a-year  man  pays  out  50% 
of  that  in  taxes.  But  since  stock  op- 
tion profits  are  usually  taxed  at  capi- 
tal gains  rates  (half  the  ordinary  in- 
come amount),  $44,000  in  stock  op- 
tion profits  would  net  him  $33,000. 

Heads,  /  Win;  Tails,  I  Win 

Meanwhile,  the  fertile  brains  of 
CPAs  and  lawyers  have  devised  ways 
to  take  some  of  the  risk  out  of  options. 
One  popular  gambit  is  to  constantly 
issue  new  options  if  your  stock  falls 
in  value.  For  example,  Sam  and 
Charles  Wyly,  the  chairman  and  presi- 
dent of  University  Computing  Co. 
hold  options  to  buy  UCC  stock  at 
prices  as  high  as  $103.  But  when  the 
stock  slid  from  a  high  of  $186  in 
1968  to  a  low  of  $13  in  1970,  the 
Wyly  brothers  were  issued  options  to 
buy  another  225,000  shares  of  UCC 
stock  at  $26.50  a  share.  If  the  stock 
goes  as  high  as  $50,  they  will  have  a 
combined  paper  profit  of  $5.5  million. 

Ling-Temeo-Vought's  board  chair- 
man, Paul  Thayer,  is  getting  an  equal- 
ly generous  deal.  With  L-T-V  stock 
down  as  low  as  $9  in  1971  from  its 
high  of  $19,  many  of  L-T-V's  old  op- 
tions are  probably  worthless.  But  in 
April  Thayer  was  voted  options  to 
buy  200,000  shares  at  $12.62  a  share, 
only  $3  above  its  low  for  the  year. 
If  the  stock  goes  as  high  as  $25  a 
share,  Thayer  will  have  a  potential 
profit  of  some  $2.5  million. 

This  procedure,  however,  has  its 
limits.  Before  the  newer  low-priced 
options  can  be  exercised,  all  prior 
options  must  have  been  exercised. 
Either  that,  or  they  must  have  expired 
—which  takes  five  years.  So  companies 
are  coming  up  with  a  variety  of  in- 
genious ways  to  make  their  option 
programs  more  lucrative. 

One  is  to  grant  "nonqualified"  op- 
tions. Traditionally,  the  big  advantage 
of  "qualified"  options  was  that  they 
were  typically  taxed  at  capital  gains 
rates;  they  "qualified"  for  the  Internal 
H<\  enue  Service  tax  break. 
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The  nonqualified  option  doesn't  get 
that  same  tax  break.  The  profit,  if  any, 
is  regarded  as  earned  income  and 
taxed  at  ordinary  rates.  On  the  other 
hand,  where  qualified  options  are 
good  only  for  five  years,  there  is  no 
legal  limit  on  the  duration  of  a  non- 
qualified   option.    Thus,    if    the    com- 


pany's stock  is  down  at  the  end  of 
five  years,  the  executive  still  can  wait 
another  five  years  for  it  to  rise.  If  it 
does,  he  makes  money  on  it. 

What  makes  the  nonqualified  op- 
tion so  attractive  is  that  it  is  usually 
linked  to  a  qualified  option.  Com- 
panies such  as  Control  Data,  Beatrice 
Foods,     International     Telephone     & 


Telegraph  and  3M  have  all  set  up 
these  so-called  "tandem"  plans  in  the 
past  year.  This  way  their  executives 
get  the  best  of  both  worlds.  If  the 
company  stock  rises  sharply  before 
five  years  are  up,  they  exercise  their 
qualified  options.  If  it  goes  down, 
they  let  them  lapse,  yet  have  another 
five  years  to  exercise  their  nonqualified 
options.  Pearl  Meyers,  an  executive 
compensation  consultant  with  Handy 
Associates,  estimates  that  75%  of  all 
new  option  plans  will  give  executives 
the  nonqualified  option  alternative. 

The  Phantom  Grows 

The  other  popular  new  wrinkle  is 
phantom  stock.  Companies  such  as 
du  Pont  and  Campbell  Soup  have 
been  using  phantom  stock  plans  for 
years.  But  it  is  only  recently  that  the 
idea  has  really  started  to  spread.  In 
the  past  couple  of  years  such  com- 
panies as  ITT  and  Kraftco  have  adopt- 
ed phantom  stock  plans. 

With  phantom  stock,  the  executive 
can  gain  but  he  can't  lose.  While  plans 
vary .  the  typical  deal  is  set  up  so 
that  on  a  specified  date  an  executive 
is  awarded,  say,  10,000  shares  of 
pli.mtom  stock.  The  company's  stock- 
is  selling  for  $50  a  share  and  pays  a 
dividend  of  $1  a  share.  Over  the 
next  six  years,  the  executive  collects 
all  the  dividends  he  would  get  if  he 
actually  owned  10,000  shares  of  com- 
pany stock.  Then,  at  the  end  of  six 
years,  if  the  stock  has  advanced  to 
75,  lie  collects  in  cash  the  difference 
between  the  original  value  ol  his 
phantom  units  ($500,000)  and  the 
new  value  ($750,000).  The  gain  is 
taxed  at  earned  income  rates. 

Some  companies  have  added  a  fur- 
ther twist.  Their  executives  can  put 
up  'money  and  buy  company  stock, 
like  a  regular  option  plan.  Or  they 
can  collect  the  difference  between  the 
option  price  and  the  exercise  price  in 
shares,  like  a  phantom  plan. 

Phantom  stock  saves  executives 
from  having  to  put  up  money  to 
exercise  their  options  and  keep  that 
money  tied  up  for  some  time  if  they 
want  to  be  taxed  at  capital  gains 
rates.  Some  companies  do  help  their 
executives  out  by  giving  them  low- 
cost  loans  to  exercise  their  stock  op- 
tions. But  stockholders  are  quick  to 
criticize  companies  that  borrow  mon- 
ey at  7%  and  lend  it  out,  say,  at  4%. 
So  many  companies  think  that  phan- 
tom plans,  though  they  may  cost 
more,  will  be  more  acceptable. 

So,  despite  all  the  horror  stories, 
stock  options  are  coming  back  strong 
—in  more  shapes  and  sizes  and  num- 
bers than  ever.  Says  Peat,  Marwick's 
Brindisi:  "Options  are  still  the  only 
way  to  reward  management  for  long- 
term  profitability."  ■ 
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A 

community 
package 

We've  put  it  all  together: 
the  who,  what,  why,  where, 
and  when  on  Missouri's 
industry-minded  com- 
munities. Each  Community 
Package  documents  every- 
thing: labor,  sites,  wage 
rates,  transportation,  utili- 
ties, and  all  the  other  in- 
formation needed  in  de- 
termining the  right  plant 
location.  So,  give  us  your 
requirements,  and  we'll 
show  you  a  community 
that's  got  exactly  what 
you're  looking  for.  Now. 


Contact  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (phone 
314-636-5133) 
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Will  the  Store  Be  Minded? 

The  merger  with  the  Arlen  Group  should  help 
shelter  Korvette's  retail  profits— if  there  are  any. 


Loudly  proclaimed  with  cliches  like 
"a  revolution  in  retailing,"  the  Kor- 
vette  chain  of  discount  department 
stores,  first  as  E.J.  Korvette,  Inc.,  later 
as  Spartans  Industries,  has  been  a  ma- 
jor fizzle  for  investors.  In  its  early 
1960s  salad  days  under  founder  Eu- 
gene Ferkauf  (see  box),  Korvette's 
stock  was  selling  at  57.  Last  year, 
Spartans  slumped  to  5/4. 

Now  the  company  is  having  a  third 
rebirth,  this  time  as  Arlen  Realty  & 
Development  Corp.  In  February  Spar- 
tans (a  merger  of  Korvette  and  a 
chain  of  smaller  discount  stores) 
merged  with  the  Arlen  Group,  a  big 
real  estate  developer.  The  combined 
firm  will  have  assets  of  about  $1  bil- 
lion; revenues  may  hit  $900  million, 
at  least  until  99  Spartans-Atlantic 
stores  are  spun  off  this  year  under  a 
Federal  Trade  Commission  order. 

In  any  case,  the  combine  was  all  in 
the  family.  Arlen  was  headed  by 
Arthur  G.  Cohen,  41,  who  has  be- 
come chairman  of  the  new  company. 
Spartans  was  headed  by  Cohen's 
father-in-law,  Charles  C.  Bassine,  62, 
who  remains  in  a  strong  backstage 
spot  as  chairman  of  the  executive 
committee.  "Mr.  Bassine  is  a  great 
man,"  says  Cohen.  "My  son-in-law  is  a 
better  man  than  I,"  retorts  Bassine. 

Actually,  the  two  companies  had 
been  doing  business  together  for  a 
dozen  years.  Arlen  built  a  good  many 
of  Korvette's  stores.  And  recently,  in  a 
deal  that  also  brought  Cohen  into 
Spartans'  management,  Arlen  sold  45 
shopping  centers  to  the  retailing  com- 
pany in  exchange  for  a  chunk  of  Spar- 
tans Industries. 

Cohen's  realty  firm  seems,  in  one 
way  at  least,  ready-made  for  a  trou- 


Discounting  went  over  big 
in  New  York,  but  not  every- 
where. Korvette  had  rough 
going  in  the  Midwest  and  re- 
cently was  forced  to  close 
its  store   in   Hartford,    Conn. 


bled  Spartans.  The  real  estate  opera- 
tions will  offer  a  continuing  tax  shel- 
ter for  Korvette's  retail  earnings.  "We 
think  there  will  be  enough  deprecia- 
tion,  interest   on   our   loans,   etc.,   to 

■Korvette-.  The  Wonder  Is  Gone 


shelter  all  the  retail  income,"  says 
Cohen.  "This  means  you  can  be  a 
highly  competitive  citizen  in  the  re- 
tailing community,  because  you  have 
twice  the  bottom  line  to  reinvest  in 
expansion,  capital  improvements,  im- 
proving the  quality  of  existing  stores." 

First,  Get  a  Chicken 

But  will  there  be  earnings  to  shel- 
ter? That's  a  good  question.  The  re- 
tailing division's  profits  have  been 
paper-thin.  (Last  year,  because  of 
write-offs,  Spartans  was  $3.6  million 
in  the  red.)  Even  without  taxes,  the 
earnings  available  for  plowing  back 
would  be  far  less  than  those  of  the 
more  successful  department  store  and 
chain-store  groups.  And  realty  firms, 
by  and  large,  are  run  with  an  eye  to 
minimizing  taxes,  which  means  mini- 
mizing reported  earnings. 

Complicating  the  matter  further  is 
Arlen's  proposal  to  take  over  most  of 
the  business  and  property  of  the  deep- 
ly troubled  US  IF  offshore  real  estate- 
mutual  fund  operation,  which  halted 
all  redemptions  last  fall.  The  deal  in- 
volves Arlen  becoming  USIF's  trustee 
and  property  manager,  and  replacing 
Gramco  Management  Ltd.  as  adviser 
to  the  fund.  But  in  practical  effect,  it 
would  almost  double  the  new  compa- 
ny's assets  to  nearly  $2  billion.  And 
there  is  the  obvious  opportunity  to 
erect  an  even  larger  tax  shelter  for 
the  50  Korvette  department  stores. 

But  the  central  problem  is  no  less 
central:  Unless  Korvette  can  be  turned 
into  a  first-class  merchandising  op- 
eration—which it  certainly  isn't  now— 
there  won't  be  much  in  the  way  of 
earnings.  To  turn  Korvette  around,  Co- 
hen has  called  on  a  longtime  asso- 
ciate and  real  estate  attorney,  Mar- 
shall Rose,  president  of  Arlen's.  But 
it's  an  old  story:  Financial  gimmicks 
and  tax  shelters  can't  finally  turn  out 
to  be  any  better  than  the  earnings 
that  support  them.   ■ 


Starting  in  1948  with  a  tiny  Man- 
hattan luggage  shop,  by  1962  Kor- 
vette's founder,  Eugene  Ferkauf, 
ran  an  empire  of  17  major  depart- 
ment stores.  His  simple  secret:  Un- 
dercut the  department  stores  10% 
to  40%  on  hard  goods.  The  Ameri- 
can consumer  ate  it  up,  and  Kor- 
vette's profits  and  stock  seemed 
headed  tor  the  stratosphere.  Mal- 
colm McNair,  Harvard's  famous 
professor  ol  retailing,  rated  Ferk  u! 
in  a  laudatory  Fortune  article 
as  one  of  the  U.S.'  six  greatest  mer- 
chants, alongside  men  like  Frank 
W.  Woolworth,  John  C.  ^'ana- 
maker  and  J.C.  Penney. 


Around  Korvette  today  they  say 
they  don't  know  what  happened  to 
Ferkauf,  now  50.  (He's  once  again 
in  retailing  with  a  chain  of  nine 
small  stores  that  feature  flatware 
and  apparel.)  Ferkauf  was  a  canny 
retailer,  but  he  tried  to  stretch  the 
dream  too  far.  Competing  across 
the  board  with  the  department 
stores  meant  going  into  fashion- 
oriented  soft  goods,  where  he  had 
no  edge.  And  when  the  department 
stores  overcame  their  reluctance  to 
use  hard-goods  discounting  them- 
selves, Ferkauf's  advantage  disap- 
peared altogether. 

So   in   1966  Charles  C.   Bassine 


took  over  E.J.  Korvette.  Bassine, 
an  apparel  maker  who  had  built 
up  his  own  chain  of  smaller  dis- 
count stores,  merged  Korvette  in- 
to Spartans  Industries.  But  even 
though  he  got  sales  up  over  $1 
billion,  he  had  a  continual  profits 
fight  on  his  hands.  Bassine  tried  to 
meet  it  by  unloading  the  super- 
markets and  drug  units  that  Fer- 
kauf had  acquired.  It  was  little 
help.  Last  year  his  apparel  busi- 
ness was  hit  by  a  flood  of  cheaper 
foreign  imports,  and  the  recession 
stalled  retailing.  The  "retailing  re- 
volution" turned  out  to  be  neither 
revolutionary  nor  verv  successful. 
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No-Load  Funds:  Has  Their  Day  Finally  Come? 


The  no-load  mutual  finds,  un- 
til recently  the  ugly  duckling  of 
the  investment  company  brood, 
may  emerge  a  big  winner  as  a  re- 
sult of  changes  currently  sweep- 
ing the  investment  community. 

This  year's  figures  tell  an  inter- 
esting story.  Load  funds  were  hit 
by  net  redemptions  twice,  in  May 
and  June.  For  example,  the  pow- 


erful Investors  Diversified  Services 
group  of  funds  paid  out  almost 
$22  million  more  than  it  took  in 
during  the  second  quarter,  Funda- 
mental Investors  and  Dreyfus  some 
$20  million  more. 

By  contrast,  the  no-load  funds— 
so  called  because  they  charge  in- 
vestors no  sales  "load"  or  commis- 
sion—enjoyed more  sales   than  re- 


demptions each  month.  T.  Rowe 
Price,  the  biggest  no-load  organi- 
zation, had  a  net  gain  of  $34  mil- 
lion; this  on  top  of  a  net  gain  of 
$77  million  in  the  first  quarter. 
The  smaller  Johnston  Mutual 
Fund,  another  no-load,  gained  al- 
most $5  million  in  the  second  quar- 
ter, de  Vegh  nearly  $4  million. 

The  longer-range  trend  is  even 
more  striking.  In  the  three  turbu- 
lent years  from  1968  through  1970 
—including  the   crash   of   1969-70, 


The  managers  of  the  S160-inillion 
Energ>r  Fund  had  a  problem. 
Their  fund  name  was  a  good  one 
a  decade  ago  when  people  were 
thinking  atomic  energy  and  the 
like.  Today  the  name  is  something 
of  a  drag;  it  reeks  too  much  of  oil 
and  coal.  So  the  firm  planned  to 
run  an  advertising  campaign.  It 
wanted  to  point  out  that  its  fund 
also  invested  in  electronics,  data 
processing,  pollution  control. 

The  advertisements  ran.  But 
then  the  National  Association  of 
Securities  Dealers  and  the  Securi- 
ties &  Exchange  Commission  said 
to  pull  them. 

It  is  the  NASD's  job  to  screen 
advertisements  prepared  by  mem- 
l>er  firms  and  then  pass  them  on 
to  the  SEC  for  another  screening. 
The  SEC  has  said  no  to  an  Energy 
Fund  ad  once  before:  The  firm 
proposed  using  a  rocket  thrusting 
upward  as  its  symbol.  No,  said 
the    SEC,    it    suggests    explosive 


Lions,  Yes.  Rockets,  No! 

growth;  no  fund  can  guarantee 
that.  (Presumably,  it  wouldn't  have 
minded  a  rocket  fizzling  on  the 
launching  pad.) 

Energy  Fund  is  not  alone  in  its 
frustration.  In  their  attitudes  to- 
ward advertising,  the  SEC  and  the 
NASD  put  Ralph  Nader  to  shame. 
True,  Dreyfus  is  permitted  to  use 
a  lion  as  its  symbol— which  sug- 
gests strength  and  grace  and  ag- 
gressiveness. But  that  was  some- 
thing of  a  concession.  Also  ap- 
proved was  Investors  Diversified 
Services'  concise  but  hardly  sexy 
slogan:  "You  can  become  part 
owner  in  a  portfolio  of  120  U.S. 
corporations  for  $20  a  month." 

Pictures  are  out  unless  they  have 
been  approved  as  trademarks. 
Oceanographic  Fund's  "Wave  of 
the  Future"  ad  showing  a  surging 
sea  was  O.K.  for  trade  magazines. 
But  not  for  public  eyes.  Keys  are 
,  out:  They  might  suggest  the  un- 
locking of  treasure  chests.  Acorns? 


Not  if  they  suggest  oaks  growing 
to     the     sky.     Brick     walls?     No. 

Nor  can  a  fund  compare  its  rec- 
ord with  market  averages  or  con- 
trast the  market  averages  with 
savings  accounts.  "All  they  let  us 
state  is  our  name,  rank  and  serial 
number,"  complains  Lawrence  J. 
Goldstein,  vice  president  of  the 
Burnham  Fund. 

The  legal  basis  for  the  SEC's 
regulation  of  mutual  fund  advertis- 
ing is  the  1933  Securities  Act, 
wbich  spells  out  the  rules  under 
which  any  company  may  offer  new 
shares  to  the  public.  The  basic  idea 
is  that  only  notices  of  the  offering 
(tombstone  ads)  may  be  placed  in 
the  paper.  Any  actual  selling  must 
be  accompanied  by  a  prospectus. 
All  this,  in  legal  theory,  helps  keep 
grandmothers  in  Dubuque  from 
shipping  all  their  money  to  the  ras- 
cals on  Wall  Street. 

But  does  it  really?  Most  investors 
don't  read  a  prospectus.  Or  can't. 
But  salesmen  can  make  verbal 
pitches  in  the  privacy  of  a  home 
that  would  never  get  by  the  SEC. 
Banks  and  the  insurance  com- 
panies are  allowed  considerably 
greater  flexibility  in  their  advertis- 
ing. They  can  talk  about  retire- 
ment benefits  or  high  interest  rates 
without  mentioning  the  impact  in- 
flation will  have  on  these  figures. 

Who  operates  under  the  biggest 
handicap?  The  no-load  mutual 
fund.  At  least  the  regular  mutual 
fund  can  send  a  salesman,  and  he 
can  stretch  the  rules  a  bit  in  the 
privacy  of  your  living  room.  But 
the  no-load  fund  can  only  run  a 
tombstone  and  hope  you  respond 
to  it,  read  the  material  you  get  and 
finally  send  in  your  check.  Sort  of 
like  running  a  store  where  you  can't 
put  up  a  sign.  You  just  have  to  sit 
there  and  wait  for  customers.  ■ 
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"We're  a  lot 
more  interested 
in  being  better 
-than  bigger" 

"Sour  grapes",  said  one  cynic  who 
read  that  quote  by  our  Managing 
Partner. 

"What  else  would  you  say,"  he 
went  on,  "if  a  few  other  firms  in  your 
field  had  three  times  as  many  offices, 
or  five  times  as  many  investment 
accounts,  or  ten  times  as  many 
people?' 

Which  sounds  fair  enough  —  ex- 
cept that  we've  been  saying  exactly 
the  same  thing  now  for  more  than 
40  years;  have  turned  down  any 
number  of  attractive  offers  to  ex- 
pand—and feel  more  strongly  than 
ever  that  in  the  changing  world  of 
Wall  Street  today,  it's  far  more  of  a 
challenge  to  be  rated  by  the  quality 
of  our  service  rather  than  our  size. 

That's  why  we're  never  afraid  to 
admit  that  at  any  given  time  there 
are  just  so  many  customers  we  can 
properly  service  by  Reynolds  stand- 
ards—and no  more.  Why,  now  and 
again  we  deliberately  curtail  our  ad- 
vertising, waiting  for  more  people, 
better  electronic  equipment,  and  im- 
proved techniques  to  increase  our 
capacity  for  servicing  investors. 

Maybe  you  won't  think  it's  so  all- 
fired  wonderful  to  be  one  of  our 
customers. 

But  then  again,  maybe 
you  will. 

If  you'd  like  to  know 
why  we're  more  inclined 
to  go  along  with  the  latter ' 
opinion,  just  mail  this 
coupon. 

Please  mail  me  a  copy  of  "Directing 
your  attention  to  Reynolds  &  Co." 

FQ 

Name 

Address 

City  State 


Zip 


Telephone 


Reyholds  &  Co. 

MEMBERS  NEW  YORK  STOCK  FXCHANCE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

1  20  Broidway,  New  York,  N.  Y.  10005 
Offices  Coast  to  Coast 


The  Funds 


which  disillusioned  so  many  inves- 
tors—the no-load  mutual  funds 
more  than  trebled  their  sharehold- 
er accounts,  from  358,000  to  just 
short  of  1.2  million.  The  load- 
charging  funds  gained  sharehold- 
ers, too,  but  nowhere  near  as  fast. 
Three  years  ago  one  mutual  fund 
account  in  18  was  in  a  no-load; 
now  the  ratio  is  about  one  in  ten. 

The  no-loads,  although  account- 
ing for  less  than  10%  of  the  mutual 
fund  industiy  in  dollar  terms,  ac- 
tually picked  up  40%  of  the  in- 
dustry's net  sales  during  the  first 
half  of  1971. 

For  years,  few  people  on  Wall 
Street  took  the  no-load  mutual 
funds  very  seriously.  After  all,  they 
were  for  the  small  investor  any- 
way: Big  investors  could  be  lured 
to  the  load  funds  by  scaling  down 
commissions  for  large  buyers.  And 
there  was  nobody  out  there  selling 
them:  "Mutual  funds,"  everybody 
said,  "are  sold,  not  bought." 

This  folk  wisdom  notwithstanding, 
people  have  been  taking  the  trou- 
ble of  writing  away  for  no-load 
prospectuses,  studying  them  and, 
finally,  mailing  in  a  check.  All  this 
without  benefit  of  salesmen  to  an- 
swer questions  and  calm  doubts. 
Investors  have  done  so,  apparent- 
ly, because  more  and  more  of  them 
have  come  to  appreciate  that  they 
can  usually  save  up  to  $465  on  a 
$5,000  investment  by  buying  a  no- 
load  mutual  fund— and  yet  manage 
to  get  almost  exactly  the  same 
advantages. 

The  mutual  funds  have  well  re- 
warded their  salesmen.  In  a  really 
good  year  for  the  industry— 1968 
or  1969— commissions  ran  to  $400 
million  or  so  annually,  not  even 
counting  extra  rewards  in  form  of 
reciprocal  commissions.*  What  did 
the  investing  public  actually  get  for 
its  $400  million? 

A  good  deal,  says  Frederick  L. 
Jacobson,  marketing  vice  president 
for  the  $2-billion  Anchor  Group  of 
mutual  funds:  "A  good  salesman 
can  more  fully  explain  the  services 
available  from  a  mutual  fund,  the 
conversion  privileges,  automatic 
reinvestment.  He  can  explain  the 
concept  of  the  fund  better.  He 
can  create  peace  of  mind  by  hand- 
holding  during  bad  markets,  and 
he  may  even  persuade  an  investor 


'Some  no-load  funds  have  paid  these,  too.  That 
is,  they  channel  brokerage  business  from  their  port- 
folio transactions  to  firms  and  registered  represen- 
tatives who  steer  investors  into  their  funds. 


to  put_  more  money  in  when  the 
market  is  low." 

This  is  doubtless  true,  but  it 
raises  an  ^interesting  point:  Increas- 
ing numbers  of  investors  do  not 
need  this  kind  of  help.  Surveys 
suggest  that  the  no-load  investor  is 
more  sophisticated  than  the  av- 
erage mutual  fund  holder.  Last 
summer  the  Investment  Company 
Institute  studied  2,500  families 
who  had  heard  of  mutual  funds. 
Of  those  families  who  had  incomes 
of  less  than  $12,500,  only  17%  had 
heard  of  no-load  funds.  But  40% 
of  the  $20,000-plus  wage  earners 
knew  about  no-loads. 

Aside  from  the  services  of  the 
salesmen,  there  are  few  things  that 
the  load  funds  offer  that  the  no- 
loads  do  not.  Actually,  few  load 
funds  count  on  income  from  their 
sales  commissions  anyhow.  Sales 
fluctuate  and  commissions  either 
go  directly  to  their  salesmen  or 
are  plowed  back  into  the  selling 
operation.  The  big  steady  money, 
for  investment  advisers  of  no-load 
as  well  as  load  funds,  is  in  the  an- 
nual management  fees  that  usually 
run  around  one-half  of  1%  of  assets. 
In  some  cases,  the  investment  ad- 
viser is  also  a  broker  who  gets 
much  of  the  fund's  commission 
business. 

All  told,  annual  management 
fees  plus  operating  costs  tend  to 
range  between  0.5%  and  1%  of  a 
fund's  assets.  (On  top  of  that  comes 
the  commissions  the  fund  must 
pay  for  its  stock  market  transac- 
tions.) For  a  $200-million  fund 
even  the  minimum  figure  comes  to 
$1  million  a  year.  The  biggest  of 
the  no-load  operations,  Baltimore's 
T.  Rowe  Price  &  Associates,  does 
considerably  better:  Running  three 
funds  totaling  $1.2  billion,  its  fees 
run  about  $3  million  a  year. 

The  manager  of  many  of  the  no- 
loads,  the  Price  funds  included,  of- 
fers a  wide  range  of  money-man- 
agement services.  In  a  sense,  the 
fund  may  be  almost  pure  gravy,  be- 
cause the  investment  research 
would  be  necessary  anyway. 

A  large  number  of  today's  145 
no-load  funds  are  very  small  ones, 
born  in  the  performance-happy 
markets  of  1967-69;  with  no  sales- 
men to  push  their  wares,  main 
sought  to  attract  attention  by  jump- 
ing into  the  performance  game. 
But  many  other  no-loads  are  old, 
well-established  firms.  A  good  16 
(Continued  on  page  69) 
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PERFORMANCE 
RA  TINGS 


In  In 

UP  DOWN 

Markets     Markets 


Fund  Ratings 
1971 


DOLLAR  RESULTS 


1962-71 


Latest 
12  Months 


Dividend 
Return 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$139.34 
$153.34 


$137.10 
$138.25 


3.1% 
2.5% 


A  + 

D 

C 


C 
B 
C 

A  + 
B 

A 

A 
C 
C 
D 


D 
D 

C 

A  + 
A 


A  + 

B 

D 

A 

B 


STOCK  FUNDS  (LOAD) 

Aberdeen  Fund   $132.88  $135.63  2.4%  $     40.7  8.75%        $0.77 

Admiralty  Funds 

Growth  Series  138.13  154.99  0.3  38.8  8.75 

Income  Series  140.96  129.08  5.3  9.3  8.75 

Insurance  Series 150.38  179.90  0.3  5.3  8.75 


Advisers  Fund  

Affiliated  Fund  

M  American  Fund  (started  2/64) 

American  Diversified  Investors  Fund  (started  12/64) 

American  Express  Capital  Fund 


114.47 
136.38 


184.26 


American  Express  Stock  Fund 
American  Growth  Fund 
American   Mutual   Fund 
American  National  Growth  Fund 
Anchor  Growth  Fund 


Axe-Houghton  Stock  Fund 

Axe  Science  Corp. 

Bayrock  Growth  Fund  (formerly  Florida  Growth  Fund) 

Bondstock  Corp.  

Broad  Street  Investing  Corp.  

The  Brown  Fund  of  Hawaii  

Bullock   Fund  

Businessman's  Fund  

Capamerica  Fund  (started  2/65)  

Capital  Investors  Growth  Fund       


142.35 
165.45 
153.59 
210.21 
152.20 

277  97 
195.67 
144.17 
145.29 
152.07 


Capital  Shares 
Century  Shares  Trust 
Channing  Funds 

Common  Stock  Fund 

Growth  Fund 

Special  Fund 


129.23 
157.97 

103.35 

125.84 

77.96 
117.01 

142.42 
147.89 
137.17 


139.80 
131.38 

154.90 
130.99 
143.74 

138.70 
143.59 
136.88 
164.79 
143.78 

128.67 
132.95 
129.82 
137.93 
141.40 

118.62 
145.36 
128.79 
124.50 
135.39 

129.96 
154.40 

133.59 
146.99 
142.86 


2.3 
4.0 
1.3 
2.8 
2.3 


2.9 
2.5 
3.8 
1.7 
1.7 

4.3 
3.5 
none 
3.7 
2.8 

2.7 
2.6 
2.7 
4.5 
1.4 

1.6 
2.1 

2.9 
1.5 
0.5 


The  Chase  Fund  of  Boston 

Chemical  Fund  

The  Colonial  Fund  

Cekmial  Growth  Shares  . . 
Commerce  Fund   


C  •  B  Common  Stock  Fund  of  State  Bond  &  Mortgage  Co. 

D  D  Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B 

D  C  Commonwealth  Fund  Indenture  of  Trust  Plan  C 

C  B  Composite  Fund    

D  B  Corporate  Leaders  Tr  Fund  Certificates,  Series  "B" 


118.39 
122.12 
181.13 
101.91 


137.53 
127.78 
129.77 
136.84 
131.66 


1.9 
3.7 
4.2 
3.4 
3.6 


Crown  Western  Investments 

Dallas  Fund       

Diversified  Fund   

Decatur  Income  Fund  

Delaware  Fund   


127.58 
133.57 
176.92 
193,14 


139.36 
134.96 
128.62 
139.48 


0.7 
3.8 
5.2 
3.7 


3.3 

1,713.9 

2.7 

2.8 

222.7 


84.4 
16.8 

405.0 
10.6 

558.0 


86.1 

52.6 

9.1 

33.6 

412.2 


5.8 

180.0 

18.0 

2.3 

3.0 


51.5 
112.3 

34.0 
289.6 
118.2 


32.9 
34.1 
56.2 
49.3 
65.7 


9.5 

20.4 

154.1 

518.9 


8.50 
7.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.75 


8.50 
8.00 
8.50 
8.50 
8.50 


8.50 
8.67 
8.75 
8.75 
8.75 


8.75 
8.50 

8.50 
8.50 
8.50 


8.50 
7.65 
7.50 
8.00 
7.64 


8.50 
8.50 
8.50 
8.50 


0.99 
0.99 
0.99 


1.00 
0.36 
0.99 
1.12 
0.77 


0.71 
1.00 
0.66 
1.00 
0.63 


1.00 
0.90 
1.00 
0.69 
0.29 


1.00 
0.43 
1.01 
1.00 
1.00 


1.00 
0.54 

0.82 
0.75 
0.80 


182.37 

161.63 

1.1 

115.4 

8.50 

0.85 

213.61 

137.40 

1.8 

620.4 

8.50 

0.54 

133.01 

127.04 

4.1 

231.0 

8.50 

0.60 

181.62 

148.76 

1.7 

76.5 

8.50 

0.71 

147.89 

146.99 

2.1 

95.4 

8.50 

0.67 

0.93 
0.71 
0.74 
0.77 
0.20 


1.00 
1.00 
0.78 
0.69 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


WHAT  THE 
RATINGS  MEAN 


FORBES  rates  mutual  funds  on  the  basis  of  their  performance  in  three  rising  markets 
and  three  falling  markets.  We  rate  funds  against  each  other  rather  than  on  an  absolute 
scale.  In  up  markets  the  top  12.5%  get  an  A+;  the  next  12.5%  get  an  A,  the  next  25%, 
get  B;  the  next  25%,  get  C;  the  lowest  25%,  get  D.  Funds  that  failed  to  perform  as  well 
as  their  overall  average  in  the  recent  up  market  were  penalized  one  rank.  In  down  mar- 
kets, reflecting  the  poor  performance  in  the  last  crash,  we  also  give  F  ratings.  As  a  re- 
sult, a  fund  gets  a  B  rating  in  down  markets  only  if  its  average  performance  over  the 
three  down  markets  was  better  than  the  S&P  500.  Funds  that  did  an  outstanding  job 
got  an  A  or  A+.  Those  that  didn't  beat  the  averages  at  all  got  a  C,  D,  or  F  depending  on 
how  poorly  they  fared.  Funds  that  failed  to  perform  as  well  as  their  overall  average  in 
the  last  crash  were  penalized  one  rank. 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


*Forbesmm^mm 
Fund  Ratings 

1971 


DOLLAR  RESULTS 


1962-71 


Latest 
12  Months 


Dividend 
Return 


Annual 
Assets         Maximum    Expenses 
in  Safes       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$139.34 
$153.34 


$137.10 
$138.25 


3.1% 
2.50/0 


STOCK  FUNDS  (LOAD) 

Diversified  Fund  of 

State  Bond  &  Mortgage  Co.  (started  6/64) — 

Dividend  Shares   $141.32 

Dreyfus  Fund 180.26 

Eaton  &  Howard  Stock  Fund 131.11 

Egret  Growth  Fund  (started  9/64)  — 

Enterprise  Fund    351.65 

Equity  Fund 143.43 

Equity  Progress  Fund 

(formerly  Republic  Technology  Fund)  96.08 

F-D  Capital   74.86 

Fairfield  Fund  160.88 

Fidelity  Capital  Fund   202.68 

Fidelity  Fund 169.48 

Fidelity  Trend  Fund 230.62 

Financial  Industrial  Fund  123.75 

First  Investors  Fund  131.41 

First  National  Fund — 

First  Sierra  Fund 226.44 

Founders  Growth  Fund 

(formerly  Gryphon  Fund)  (started  4/63) — 

Founders  Mutual  Fund  135.39 

Foursquare  Fund  — 

Franklin  Custodian  Funds 

Growth  Series  I 
Common  Sto 

Utilities  Series 

Fund  of  America  122.34 

Fundamental  Investors 132.62 

Group  Securities 

Apex  Fund  142.89 

Common  Stock  Fund 128.23 

Hamilton  Funds  Series  H-DA  113.95 

Harbor  Fund   160.70 

Hedberg  &  Gordon  Fund 223.51 

The  Heritage  Fund*  — 

ICM  Financial  Fund  116.80 

Imperial  Capital  Fund 151.68 

Imperial  Growth  Fund  (started  4/63)  — 

Independence  Fund  (starteJ  1/66)  — 

Industries  Trend  Fund  (started  2/65)  — 

Integon  Growth  Fund  123.09 

The  Investment  Co.  of  America  191.57 

Investment  Trust  of  Boston  137.07 

Investors  Research  Fund   215.53 

Investors  Stock  Fund  117.28 

Investors  Variable  Payment  Fund 134.80 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating^! 

*  Changed  investment  policy  in  1967;  not  ranked. 


$131.80 
131.11 
135.81 
137.22 


3.5% 
3.1 
3.0 
2.8 


&   2.5 

376.2 

2,489.1 

237.2 


8.50% 
8.67 
8.75 
8.50 


$1.00 
0.52 
0.56 
0.62 


133.80 
134.60 
135.54 

145.34 
121.28 


2.4 
6.2 
3.3 

none 
none 


37.4 

510.7 

44.6 

24.3 
1.4 


8.00 
8.50 
8.50 

8.75 
8.00 


0.67 
0.93 
0.64 

1.02 
4.30 


143.84 
134.66 
130.09 
137.57 
125.00 


1.5 
3.1 
3.5 
2.4 
3.6 


54.9 

658.4 

871.8 

1,113.0 

317.7 


8.50 
8.50 
8.50 
8.50 
8.50 


0.76 
0.54 
0.47 
0.52 
0.68 


139.18 
132.12 
161.33 

137.20 


2.3 
2.4 
2.0 

3.0 


34.1 

9.2 

36.9 

67.4 


8.75 
8.50 
8.80 

8.50 


0.70 
0.95 
0.95 

0.78 


135.46 
141.41 


3.0 
2.7 


203.4 
11.9 


131.81 
134.44 

151.04 
126.27 


3.3 
2.7 

1.1 
3.8 


83.1 
1,134.5 

23.7 
328.3 


8.50 
8.50 


8.75 
8.75 

8.50 
8.50 


0.44 
1.00 


B 

C 
B 

Growth  Series  (formerly 
Common  Stock  Series  Shares) 

163.02 

141.23 
124.59 

0.6 
3.6 

14.5 
20.3 

8.75 
8.75 

0.87 

D 

Utilities  Series 

91.75 

0.88 

0.64 
0.54 

0.80 
0.76 


140.12 
124.56 
142.50 
148.48 
129.40 


3.8 

5.7 

1.8 

none 

1.6 


680.2 

159.6 

15.7 

2.0 

2.5 


8.50 
8.50 
8.50 
8.75 
8.75 


0.76 
0.91 
1.07 
6.10 
1.00 


137.34 
144.43 
145.96 
136.49 
144.08 


2.6 
1.7 
09 
22 
2.1 


38.8 
20.1 
28.0 
104.3 
10.1 


136.90 
133.19 
128.39 
138.84 
143.49 


2.8 
2.7 
1.7 
2.5 
1.9 


1,327.8 

84.2 

5  5 

2,459.4 

1,008.0 


8.50 
8.50 
8.75 
8.50 
7.50 


8.50 
8.50 
8.50 
8.00 
8.00 


0.84 
0.93 
0.98 
0.63 
0.70 


0.55 
1.59 
1.18 
0.33 
0.39 


EXPLANA  TION 

OF  COLUMN 

HEADINGS 


Annual  expenses  include  management  fees  and  operating  expenses  as  a  percentage 
of  average  net  assets. 

Only  funds  in  existence  for  at  least  six  of  the  measured  periods  are  given  a  FORBES 
performance  rating.  All  capital  gains  distributions  have  been  reinvested,  but  income 
dividends  have  not.  All  ratings  are  based  on  investments  at  net  asset  value  and  do  not 
allow  for  sales  charges.  In  Dollar  Results  section,  the  1962-71  period  covers  the  period 
from  January  1,  1962  to  June  30,  1971;  the  latest  12  months  covers  the  period  from 
June  30,  1970  to  June  30,  1971.  Dividend  Return  is  based  on  June  30,  1971  net  asset 
value  and  the  income  payout  for  the  preceding  12-month  period. 
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Take  the  Eiffel  lower. 
Stack  the  Statue  of  Liberty  on  it- 
Add  61  feet. 
Now  pump  water  to  the  top. 


A  sophisticated  Colt  Industries 
system  will  do  just  that  in  the 
world's  tallest  buildings  — the 
1,350-foot  twin  towers  of  the  World 
Trade  Center  in  New  York  City. 

Twenty-four  of  our  vertical 
turbine  pumps  with  variable-speed 
motors  and  zoned  controls  will 
keep  water  flowing  at  the  same 
pressure  on  each  of  the  buildings' 
110  floors,  every  minute  of  every  day. 

Providing  equipmenttodeliver 
fresh  water  dependably  to  high- 
rise  giants  is  just  one  of  our 
services.  First  famous  for  helping 


tame  the  Old  West,  we've  never 
lost  our  dedication  to  taming 
frontiers. 

Today's  frontiers  are  in  the 
technologies  that  serve  nearly 
every  industry  in  America: 
powerful  pumps  that  each  deliver 
20,000  cooling  gallons  of  water  per 
minute  in  nuclear  power  plants; 
7,500-horsepower  diesel  engines 
to  drive  the  newest  U.S.  flag  oil 
tankers;  unique  high-speed  steels 
that  double  the  life  of  cutting  tools; 
automotive  carburetors  that  help 
reduce  exhaust  emissions. 


Colt  Industries  delivered 
$665,637,000  worth  of  products 
last  year.  Nineteen  divisions, 
operating  41  manufacturing  plants, 
helping  to  expand  the  frontiers  of 
industry  everywhere  you  look. 

Not  bad  for  a  son-of-a-gun  of  a 
company. 

Colt  Industries,  430  Park 
Avenue,  New  York,  N.Y.  10022. 

You  remember  us.  We  tame 
frontiers. 


@ 


Colt  Industries 


PERFORMANCE 
RATINGS 


iForbes—^ ■ 
Fund  Ratings 
1971 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets     Markets 


196271 


Latest 
12  Months 

Dividend 
Return 

Assets 

Millions 

Maximum 
Sales 
Charge 

Annual 
Expenses 
(Cents  per 

$100) 

$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$139.34 
$153.34 


$137.10 
$138.25 


3.1% 
2.5% 


STOCK  FUNDS  (LOAD) 

ISI  Trust  Fund $  83.90 

Istel  Fund   222.83 

West  Fund  295.10 

Keystone  Custodian  Funds 

K-2 158.93 

S-l 135.19 

S-2 134.88 

S-3 207.14 

S-4 174.89 

The  Knickerbocker  Fund 159.14 

Knickerbocker  Growth  Fund  218.34 

Lexington  Research  Fund  198.60 

Liberty  Fund  118.91 

Life  &  Growth  Stock  Fund   97.57 

Life  Insurance  Investors  101.19 

Magna  Income  Trust  105.47 

Manhattan  Fund  (started  2/66)  — 

Horace  Mann  Fund  129.47 

Massachusetts  Investors  Growth  Stock  Fund 175.56 

Massachusetts  Investors  Trust 138.93 

Mid  America  Mutual  Fund  115.06 

Mutual  Investing  Foundation 

MIF  Fund    160.47 

MIF  Growth  Fund  137.91 

Mutual  Securities  Fund  of  Boston 193.19 

National  Investors  Corp 188.84 

National  Securities 

Growth  Stock  Series 176.01 

Stock  Series  138.08 

NEA  Mutual  Fund  (started  12/64)  — 

New  World  Fund  (started  2/63) — 

Newton  Fund  161.52 

Old  Dominion  Investors'  Trust 123.19 

Oppenheimer  Fund  250.29 

Over-the-Counter  Securities  Fund   209.92 

Pacific  Standard  Fund 

(formerly  General  Exchange  Fund)  — 

Paramount  Mutual  Fund    171.07 

The  Pegasus  Fund  (formerly  Second  Empire  Fund)  . .  — 

Philadelphia  Fund 165.06 

Pilgrim  Fund  (started  8/64)  — 

Pioneer  Enterprise  Fund  166.14 

Pioneer  Fund 188.23 

Planned  Investment  Fund — 

Pligrowth  Fund  (formerly 

Federated  Growth  Fund)   163.54 

Puritan  Fund 158.18 

Putnam  Growth  Fund  162.38 

Putnam  Investors  Fund 162.22 

Revere  Fund  149.37 

Salem  Fund 

Security  Equity  Fund  (started  9/62)  — 

Security  Investment  Fund 162.33 

Selected  American  Shares 157^04 

Shareholders'  Trust  of  Boston 155^31 

Sigma  Investment  Shares 148  82 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 


$127.69 
154.27 
143.36 


3.3% 

2.1 

0.9 


556.1 
132.7 
332.7 


8.50% 

3.00 

8.50 


$0.69 
0.75 
0.81 


B 
D 
C 

A  + 

A  + 


149.61 
135.50 
130.59 
148.61 
158.84 


1.7 
2.1 
3.1 
1.5 
0.4 


327.1 
57.1 
133.7 
189.1 
698.5 


8.75 
8.75 
8.75 
8.75 
8.75 


0.54 
0.54 
0.54 
0.54 
0.54 


C 

A+ 
A 
C 
D 


138.23 
164.88 
146.44 
146.08 
140.61 


3.6 
0.5 
1.2 
4.3 
1.7 


12.9 
12.4 
135.0 
15.7 
10.6 


8.70 
8.70 
8.50 
8.50 
8.50 


1.00 
0.99 
0.81 
1.27 
0.97 


145.03 
114.77 
127.76 
138.21 
151.23 


1.5 
6.0 
0.6 
1.4 
1.6 


85.6 

5.6 

178.6 

17.7 

1,390.5 


8.50 
8.50 
8.50 
4.00 
8.50 


0.60 
1.00 
1.10 
0.82 
0.34 


131.49 
133.10 

131.52 
142.78 


3.2 
2.1 

4.1 
1.7 


2,159.3 
21.8 

201.8 
24.0 


8.50 
8.50 

7.50 
7.50 


0.23 
0.37 

0.62 
0.75 


133.77 
149.64 

139.89 
131.22 


1.0 
1.5 

2.1 
4.2 


2.5 
888.0 

294.1 
350.2 


8.50 
8.50 

8.50 
8.50 


1.50 
0.30 

0.62 
0.61 


133.05 
130.06 
133.22 
134.06 
146.43 


1.7 
3.2 
1.8 
4.6 
2.3 


25.9 
8.9 

20.2 

3.9 

497.9 


2.00 
8.50 
8.50 
1.00 
8.50 


0.74 
0.86 
0.80 
1.01 
0.80 


117.60 

143.30 
130.46 
128.78 
145.67 


2.1 

2.8 
2.1 
2.6 
2.3 


6.3 

10.0 

7.5 

11.1 

98.9 


8.00 

8.75 

8.50 

t 

8.75 


1.49 

1.54 
0.99 
0.98 
0.83 


141.75 
159.65 
133.35 
135.72 

138.88 


1.2 
1.5 
3.0 
0.8 

2.4 


126.84 
137.05 
152.70 
129.37 
130.07 


4.7 
2.8 
1.6 
1.1 
2.3 


161.77 
133.90 
130.09 
143.15 
138.23 


1.0 
5.5 
2.4 
3.6 
2.9 


15.5 

8.50 

1.00 

6.2 

8.50 

1.02 

213.7 

8.50 

0.64 

3.1 

8.50 

2.67 

19.0 

8.50 

1.06 

858.7 

8.50 

0.46 

795.6 

8.50 

0.56 

353.7 

8.50 

0.57 

19.7 

8.50 

1.30 

120.1 

8.50 

0.76 

133.3 

8.75 

0.76 

24.2 

8.75 

0.73 

214.0 

8.50 

0.70 

125.5 

8.50 

0.80 

56.0 

8.50 

0.78 
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Unnatural 

natural 

gas? 

America  needs  the  energy  to  grow. 


Believe  it.  There's  a  pilot  plant  near 
Chicago  designed  to  produce  pipeline-quality 
gas  from  coal.  And  several  Others  are  now  , 
under  construction. 

The  process  is  called  hvdrogasification. 
Under  high  temperature  and  pressure,  coal 
and  hydrogen  react  to  form  methane  gas.  Gas 
that's  virtually  pollution-tree. 

This  is  important  because  coal  is  by  far 
the  most  abundant  energy  resource  in  the  country. 

The  Chicago  pilot  plant  converts  80  tons 
of  coal  a  day  to  1.5  million  cubic  feet  of  gas.  And  the 
potential  is  good  for  production  on  a  commercial 
scale. 

Developing  this  potential  could  require  an 
estimated  $300  million  over  the  next  seven  or 
eight  years. 

The  gas  industry  is  undertaking  a  substan- 
tial share  of  the  investment  for  this  important  research 
And  it  will  work  with  the  federal  government  to 
accelerate  the  program.  So  that  synthetic  gas  can  play 
a  significant  role  in  meeting  America's  growing 
energy  needs. 

A  AMERICAN  GAS  ASSOCIATION 


PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


ForbeSmmm—m* 

Fund  Ratings 
1971 


DOLLAR  RESULTS 


1962-71 


Latest 
12  Months 


Dividend 
Return 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$139.34 
$153.34 


$137.10 
$138.25 


4.4% 
2.5% 


STOCK  FUNDS  (LOAD) 

Southwestern  Investors $159.11 

Sovereign  Investors   125.90 

State  Street  Investment  Corp 175.09 

Steadman  American  Industry  Fund  123.04 

Steadman  Associated  Fund  120.24 

Steadman  Fiduciary  Investment  Fund  140.06 

Technology  Fund  166.44 

Twentieth  Century  Investors 

Growth  Investors 113.77 

Income  Investors 113.07 

Unified  Mutual  Shares  (started  10/63)  

United  Funds 

Accumulative  126.16 

Income 148.65 

Science    145.36 

The  Value  Line  Fund 213.62 

The  Value  Line  Income  Fund  136.13 

The  Value  Line  Special  Situations  Fund 186.77 

Vanderbilt  Mutual  Fund  203.43 

Varied  Industry  Plan 134.81 

Venture  Securities 98.03 

Viking  Growth  Fund 138.10 

Wall  Street  Growth  Fund  (formerly 

Wall  Street  Investing  Corp.)   130.32 

Washington  Mutual  Investors  Fund  163.40 


146.66 
132.49 
150.52 
139.68 
131.43 


1.1 
5.7 
0.3 
1.5 
2.6 


63.6 
88.3 
203.6 
16.5 
12.8 


8.75 
8.75 
8.75 


8.75 

8.75 
8.75 
8.50 
8.00 


0.38 
0.38 
0.39 


0.88 
1.00 
1.03 
1.28 
1.00 


135.94 
131.80 

120.26 
136.33 


none 
3.8 

4.6 
3.8 


1.5 

2.8 

15.0 
328.7 


8.50 
8.00 

8.50 
8.50 


3.12 
1.00 

1.00 
0.70 


A  + 

F 
B 
F 
A 

Western  Industrial  Shares  

160  02 

140.22 
131.22 
135.26 
123.72 

0.3 
2.5 
2.1 
3.7 

7.9 

525.5 

137.9 

33.3 

8.50 
8.50 
8.50 
8.50 

0.99 

C 

A 

Windsor  Fund   

Winfield  Growth  Fund  

177.46 

174.68 

0.79 
0.74 

D 

Wisconsin  Fund 

144.15 

0.66 

STOCK  FUNDS  (NO-LOAD) 


Leon  B.  Allen  Fund  192.46  121.72  3.4  2.5 

American  Investment  Counseling  Fund  (started  7/65)  —  124.94  1.3  3.0 

American  Investors  Fund  178.70  130.81  0.7  240.5 

David  L  Babson  Investment  Fund  172.46  134.07  2.0  54.7 

Concord  Fund   105.04  132.24  1.8  2.4 

Consultant's  Mutual  Investments  (started  6/63)  ....  —  135.27  2.6  15.6 

de  Vegh  Mutual  Fund  199.17  143.43  1.9  96.6 

Dodge  &  Cox  Stock  Fund  (started  4/65) —  137  77  2.4  9.6 

Drexel  Equity  Fund  204.12  128.60  1.4  49.8 

Energy  Fund   159.72  134.95  3.0  160.7 

Farm  Bureau  Mutual  Fund  (started  6/65)  —  132.32  2.7  12.1 

General  Securities 152.25  128.85  2.5  8.7 

Growth  Industry  Shares  138  35  148.86  1.5  46.3 

Guardian  Mutual  Fund  167.42  139.79  3.1  59.2 

Ivy  Fund   201.38  144.72  2.3  67.5 

The  Johnston  Mutual  Fund  198  68  147.38  1.4  198.4 

Loomis-Sayles  Capital  Development  Fund  184.01  148.99  1.8  70.6 

Mairs  &  Power  Growth  Fund 194.24  144  80  1.6  8.8 

Market  Growth  Fund  (started  2/66)  —  150.77  none  2.5 

Mathers  Fund  (started  8/65)  —  155.72  1.4  80.9 

Moody's  Capital  Fund  123.72  133.60  1.9  32  8 

Mutual  Shares 22314  143.12  2.8  9.8 

Mutual  Trust         90.62  119.76  5.0  9.6 

Nassau  Fund  125.74  138.15  3.0  8.1 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.  t  Fund  no  longer  selling  new  shares:  existing  shares 
traded  over-the-counter    •  Entrance  fee.  N.A.  Not  available. 


1.00* 

none 
none 
none 
none 


0.99 
1.00 
1.02 
0.83 
0.60 


C 

•B 

B 

B 

B 

•C 

A 

F 

C 

D 

none 

0.90 

none 

0.63 

none 

0.69 

none 

0.89 

none 

0.96 

none 
none 
none 
none 


0.88 
0.99 
0.69 
0.81 


none 

0.97 

none 

0.67 

none 

0.79 

none 

0.69 

none 

4.20 

none 

0.75 

none 

0.87 

none 

1.68 

none 

0.09 

none 

1.09 
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You'd  be  proud  to  drive  one 
of  these,  even  though  it  might  take 
a  bit  of  training  for  the  big  one. 
The  fiberglass-reinforced  bodies 
come  horn  our  Automotive  Products 
Division,  enhancing  the  lines  and  the 
looks  of  the  vehicle  they  enclose. 

We  supply  bodies  or  other 
fiberglass  components  to  19  different 


car  and  truck  makers.  This  market  is 
expected  to  show  tremendous  growth 
in  the  next  few  years,  so  that's  why 
we're  there.  Of  course,  we're  hardly 
strangers  to  the  automotive  industry. 
Our  axles,  brakes,  bumpers  and 
springs  have  made  us  a  leading 
supplier  for  years. 

Perhaps  the  best  way  to  think 


* 


about  us  is  a  blend  of  technologies 
contributing  to  one  another. 
For  instance,  fiberglass  boats. 
We  build  America's  widest  range. 
Want  to  know  more  about 
North  American  Rockwell  and  our 
automotive  products?  Write  Box  707, 
El  Segundo,  Calif.  90245.  Ask  for 
"Automotive'.' 

North  American  Rockwell 


When  North  American  Rockwell 
molds  fiberglass, 

North  American  Rockwell 
molds  fiberglass. 


You've  got  their  attention, 

now  what  do  you  want  us 

to  tell  them? 


,"■■ 


Start  using  your  paper  for  all  it's  worth.  You're 
buying  lots  of  paper  products  already.  The  paper 
items  you  use  every  day— napkins,  coasters, 
placemats.  If  you're  not  using  them  to 
say  something,  you're  wasting  a  lot  of 
valuable  space. 

Say  something  important.  Every 
company  has  certain  messages  that 
just  can't  be  repeated  enough.  Imprint 
your  important  messages  on  your 
napkins,  coasters  or  placemats,  and  they'll 
broadcast  your  message  even  before  they're  used. 


Your  company  image  starts  at  home.  Where  does 
your  corporate  image  really  start?  With  your 
employees.  If  your  customers  consider  you 
a  good  company  to  do  business  with,  it's 
because  your  employees  are  that  way.  Printed 
napkins  and  placemats  help  you  tell  your 
employees  the  kind  of  company  you  want  to  be. 

Put  your  paper  to  work.  Write  us  on  your 
letterhead  and  we'll  send  one  of  our  men 
over  with  his  book,  "Start  using  your  paper  for 
all  it's  worth."  It's  crammed  with  ideas 
on  how  to  put  your  paper  to  work. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


We  put  paper  to  work  for  you. 


PERFORMANCE 
RA  TINGS 


.Forbes ,. ^_ 
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DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets     Markets 


Latest         Dividend 
1962-71      12  Months       Return 


Annual 
Assets         Maximum    Expenses 
in  Sales       (Cents  per 

Millions  Charge         $100) 


—  —  Standard  &  Poor's  500  Stock  Average 

C  C  FORBES  Stock  Fund  Average 

C  0  FORBES  Balanced  Fund  Average 


$100  ENDED  AS... 

$139.34  $137.10  3.1% 
$153.34  $138.25  2.5% 
$117.88        $127.90         4.0% 


STOCK  FUNDS  (NO-LOAD) 

A                F           National  Industries  Fund         $158.91  $146.55  1.7% 

D               B            Nelson  Fund                     154.01  132.90  0.9 

C                C           The  One  William  Street  Fund     141.11  140.37  1.8 

C                C           Penn  Square  Mutual  Fund          179.30  126.89  3.6 

D                A            Pine  Street  Fund                                           153.03  141 82  2  9 


9.3 

none 

$1.00 

4.5 

none 

1.40 

286.1 

none 

0.53 

172.5 

none 

0.60 

53.1 

none 

0.49 

B 

F 

Rrttenhouse  Fund 

Refused  to 

201.11 

310.32 

supply  information 
154.01          1.3 
166.52         0.5 
136.97         2.8 

864.9 
267.5 
209.5 

none 
none 
none 

B 

T.  Rowe  Price  Growth  Stock  Fund 

0.54 

A  + 

Rowe  Price  New  Horizons  Fund 

Scudder  Special  Fund  (offered  publicly  5/66) 

0.72 
0.67 

D 

C 
B 

A 
C 

C 

B 

Scudder  Stevens  &  Clark  Balanced  Fund 
Scudder  Stevens  &  Clark  Common  Stock  Fund 
Stein  Roe  &  Farnham  Stock  Fund 

110.80 
125.30 
155.45 
144.19 

131.22 
145.01 
144.40 
129.75 

3.8 

2.1 
1.5 
none 

91.3 

159.3 

149.1 

3.2 

none 
none 
none 
none 

0.66 
0.68 
0.59 

D 

Variable  Stock  Fund 

0.76 

CLOSED-END  INVESTMENT  COMPANIES 

D  B  Abacus  Fund                               158.98  123.59  1.4 

D  B  Adams  Express                                149.93  129.48  3.5 

B  A  American  South  African  Investment  Co 197.57  116  69  2.1 

D  A  Carriers  &  General  Corp.                            142.73  137.79  2.6 

A  F  Central  Securities                  142.45  142  43  0.9 

D  C  Consolidated  Investment  Trust     133.21  135.18  2.8 

C  C  Dominick  Fund                           141.45  132.20  2.0 

A  C  General  American  Investors         203.21  146.42  1.5 

D  A  International  Holdings       143.98  130.63  2.3 

A  •  A  Japan  Fund  (started  4/62) —  130.66  1.4 

C  C  The  Lehman  Corp.                    175.69  145.27  1.7 

C  D  Madison  Fund          165.22  140.09  2.8 

C  B  National  Aviation                           185.85  124.81  5.3 

C  B  Niagara  Share  Corp.                    185.24  143.49  3.1 

C  B  Petroleum  Corp.  of  America          *     184.86  140.10  3.7 

C  A  Standard  Shares  231.13  124.93  2.1 

D  C  Surveyor  Fund         140.11  146  36  3.0 

C  B  Tri-Continental  Corp 151.52  144.61  2.5 

D  A  The  United  Corp.              146.57  109.45  4.4 

C  B  U.S.  &  Foreign  Securities 154.62  149.72  2.1 


57.5 
185.7 

81.8 
22.1 


50.1 

74.6 

61.3 

118.4 


96.6 

77.3 

522.0 

330.8 


109.7 

105.7 

80.8 

83.5 


149.8 
679.6 
137.5 
160.2 


Where 
Traded 
NYSE 
NYSE 
NYSE 
NYSE 


ASE 
0-T-C 

NYSE 
NYSE 


NYSE 
NYSE 
NYSE 
NYSE 


NYSE 

NYSE 

NYSE 

ASE 


NYSE 
NYSE 
NYSE 
NYSE 


1.47 
0.64 
1.05 
0.79 


1.00 
0.17 
0.01 
0.89 


0.49 
1.00 
0.38 
0.65 


0.60 
0.60 
0.48 
0.60 


0.58 
0.25 
0.69 
0.83 


FUNDS  FOR  INVESTING  ABROAD 

D                A  Boston  Common  Stock  Fund  153.72 

D                A  Canadian  Fund                    145.21 

D                A  International  Investors                                132.10 

C  -A  Loomis-Sayles  Canadian  &  International  Fund  — 

D  A  Scudder  International  Investments           136.82 

C  C  Stein  Roe  &  Farnham  Capital  Opportunities  Fund  . .  136.01 

D                A+  Templeton  Growth  Fund 257.05 

D                 A+  Transatlantic  Fund  161.31 

D                A+  United  Funds  Canada-International  190.37 


140.61 

2.0 

48.2 

8.50% 

0.93 

122.20 

2.5 

28.3 

8.67 

0.83 

114.36 

2.4 

3.9 

8.50 

1.03 

107.66 

1.6 

17.1 

0.91 

120.09 

18 

14.7 

1.05 

155.76 
122.38 
110.90 
117.58 


1.0 
1.5 
2.9 
1.6 


18.4 
7.4 

12.8 
8.9 


0.70 
1.30 
0.80 
N.A. 


D 
C 
B 
C 

A+ 


BALANCED  FUNDS  (LOAD) 

American  Business  Shares  119.78 

American  Express  Income  Fund  124.71 

American  Express  Investment  Co 120.36 

Anchor  Income  Fund 114.02 

Axe-Houghton  Fund  A 179.64 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
fFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
N.A. —Not  available. 


118.93 

4.8 

27.1 

7.50 

1.05 

124.89 

4.9 

147.3 

8.50 

0.65 

127.86 

4.2 

172.1 

8.50 

0.68 

123.93 

4.7 

140.0 

8.75 

0.68 

134.63 

4.4 

67.1 

8.00 

1.00 
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DOLLAR  RESULTS 


Latest         Dividend 
1962-71      12  Months       Return 


—  —  Standard  &  Poor's  500  Stock  Average 

C  C  FORBES  Stock  Fund  Average 

C  D  FORBES  Balanced  Fund  Average 


$100  ENDED  AS... 

$139.34  $137.10  3.1% 
$153.34  $138.25  2.5<>/o 
$117.88        $127.90         4.0% 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


A 

F 

B 

•C 

B 

F 

D 

C 

C 

c 

C 

B 

B 

D 

D 

C 

BALANCED  FUNDS  (LOAD) 

Axe-Houghton  Fund  B $125.27 

Balanced  Income  Fund  (started  3/64)  — 

Boston  Foundation  Fund 130.29 

Boston  Fund  100.40 

Channing  Funds 

Balanced  Fund   131.07 

Income  Fund  152.73 

Composite  Bond  &  Stock  Fund 142.25 

Eaton  &  Howard  Balanced  Fund  107.40 

Eaton  &  Howard  Ir 
Financial  Industrial 
Franklin  Custodian 
Group  Securities — I 

Income  Fund  of  Bo 
Investors  Mutual 
Keystone  Custodian 
Massachusetts  Func 

National  Securities 

Balanced  Series  117.96 

Dividend  Series 160.98 

Income  Series    120.35 

Nation-Wide  Securities  Co 118.77 

Provident  Fund  for  Income 168.31 

The  George  Putnam  Fund  of  Boston  128.76 

Putnam  Income  Fund 102.16 

Sigma  Trust   105.94 

Wellington  Fund   99.88 

Whitehall  Fund   143.24 


$130.78 
125.77 
133.45 
125.67 


4.5% 
5.0 
4.9 
3.8 


260.4 

14.2 

46.4 

240.5 


8.00% 
8.75 
8.50 
8.50 


$0.75 
0.46 
0.81 
0.68 


c 

D 

B 

F 

C 

B 

D 

A 

A  + 

F 

B 

C 

D 

F 

C 

D 

D 

C 

B 

B 

123.51 
120.48 
130.72 
124.36 


4.4 
5.1 
4.3 
4.6 


99.7 

80.2 

14.0 

158.9 


8.50 
8.50 
8.00 
8.50 


0.72 
0.77 
0.78 
0.64 


D 
A 
C 
D 

D 
F 
D 
A 

Eaton  &  Howard  Income  Fund   

Financial  Industrial  Income  Fund  

Franklin  Custodian  Funds — Income  Series  Shares    . 
Group  Securities — Balanced  Fund  

111.66 
190.24 
107.83 
112.60 

121.79 
123.64 
128.48 
116.71 

6.3 
5.4 
6.5 
4.4 

20.9 

112.8 

7.4 

16.9 

8.50 
8.50 
8.75 
8.50 

0.75 
0.71 
0.96 
0.97 

0 

B 
B 
C 
F 

Income  Fund  of  Boston            

109.16 
105.47 
106.85 
128.78 

120.00 
124.09 
117.94 
131.00 

6.0 
4.0 
6.1 
3.5 

40.3 

2,825.3 

105.9 

218.3 

8.75 
8.00 
8.75 
8.75 

0.99 

D 

Investors  Mutual                         

0.31 

D 

Keystone  Custodian  Funds — K-l 

0.54 

B 

Massachusetts  Fund                  

0.58 

125.91 

4.5 

4.0 

8.50 

0.65 

129.55 

5.2 

104.2 

8.50 

0.65 

128.44 

5.2 

84.5 

8.50 

0.72 

123.73 

4.7 

82.9 

8.67 

0.47 

138.77 

4.9 

111.4 

8.50 

0.80 

131.85 

3.2 

437.5 

8.50 

0.49 

124.77 

5.6 

142.2 

8.50 

0.64 

128.41 

4.7 

18.3 

8.50 

0.75 

125.98 

3.8 

1,375.7 

8.50 

0.47 

131.04 

3.0 

18.4 

8.50 

0.62 

BALANCED  FUNDS  (NO-LOAD) 

C  D  Dodge  &  Cox  Balanced  Fund  126.67 

B  D  Loomis-Sayles  Mutual  Fund  127.13 

D  A  Northeast  Investors  Trust 102.99 

C  B  Prudential  Fund  of  Boston  113.32 

A  F  Stein  Roe  &  Farnham  Balanced  Fund 140.14 


124.19 

3.7 

15.7 

none 

0.69 

134.52 

3.0 

168.7 

none 

0.64 

110.26 

7.2 

45.0 

none 

0.68 

133.39 

3.1 

2.8 

none 

0.81 

137.50 

2.6 

171.6 

none 

0.55 

Not 
Rated 


106.38 


BONDS  &  PREFERRED  STOCK  FUNDS 

Atlantic  Fund  for  Investment — U.S.  Gov.  Securities  Figures  not  available 

Investors  Selective  Fund 91.49 

Keystone  Custodian  Funds 

B-l    76.48 

B-2    90.58 

B-4    98.70 

National  Securities 

Bond  Series 97.41 

Preferred  Stock  Series  108.56 

EXCHANGE  FUNDS 

Capital  Exchange  Fund  (started  3/66)  

Congress  Street  Fund     

Second  Congress  Street  Fund  (started  6/64)  — 

Constitution  Exchange  Fund  (started  4/66)   

Depositors  Fund  of  Boston  (started  4/65)  — 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


6.3 


36.2 


7.00 


0.52 


104.78 

7.0 

23.4 

4.40 

0.27 

106.40 

7.5 

8.8 

8.75 

0.54 

108.22 

8.1 

153.8 

8.75 

0.54 

109.05 

6.7 

5.6 

8.50 

0.80 

129.54 

4.9 

5.6 

8.50 

0.69 

144.14 

1.8 

88.3 

none 

0.58 

146.31 

1.4 

41.8 

none 

0.58 

136.98 

1.2 

30.9 

none 

0.59 

157.80 

0.9 

24.4 

none 

0.60 

145.47 

1.6 

89.2 

none 

0.60 

Not 
Rated 
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From 
here 

^    »    * 

PET 


Milk 


to 
here 


5^H' MERCHANT 

a, 


and  still  growing  strong. 


Talk  about  growth!  In  the  last  ten  years  our 
compound  average  annual  growth  rate  has 
been  18%  in  net  earnings,  13%  in  sales  and 
9%  in  earnings  per  share.  Dividends  also 
have  been  increased  eight  out  of  the  last  10 
years!  Few  companies  can  boast  such 
a  consistent  growth  record. 


In  1971  growth  continued.  Net  sales 
reached  $712  million,  net  earnings  climbed 
to  $19.5  million  and  earnings  per  share 
were  $3.05— all  record  highs.  Write  for 
your  copy  of  our  1971  Annual  Report  to 
Stockholders.  Pet  Incorporated,  Pet  Plaza, 
St.  Louis,  Missouri  63166. 


In  growth  and  diversification— Pet  Performs! 

PET 


INCORPORATED 
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DOLLAR  RESULTS 


1962-71 


Latest 
22  Months 


Dividend 
Return 


Annual 
Assets         Maximum    Expenses 
in  Safes       (Cents  per 

Millions  Charge         $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$100  ENDED  AS...     . 

$139.34  $137.10  3.1% 
$153.34  $138.25  2.5% 
$117.88        $127.90         4.0% 


Not 
Rated 


Exchange  Funds 

Devonshire  Street  Fund  

Diversification  Fund   

Empire  Fund  

Third  Empire  Fund  (started  4/66)  

Fourth  Empire  Fund  (started  9/66) 

Fifth  Empire  Fund  (started  3/67)  

Sixth  Empire  Fund  (started  6/67)  

Exchange  Fund  of  Boston  (started  9/63)  

Exeter  Fund  (started  5/66)  

Exeter  Second  Fund  (started  3/67)  

Exeter  Third  Fund  (started  6/67) 

Federal  Street  Fund  

Second  Federal  Street  Fund  (started  5/66)  

Fiduciary  Exchange  Fund  (started  3/67)  

Second  Fiduciary  Exchange  Fund  (started  6/67) 

Industries  Exchange  Fund  (started  6/67)  

Investors  Capital  Exchange  

Ohio  Capital  Exchange  Fund 

Presidential  Exchange  Fund  (started  8/65) 

Second  Presidential  Fund  (started  4/66)  

Fifth  Presidential  Fund  (started  6/67)  


$142.89 

1.9% 

$     20.8 

none 

$0.69 

138.27 

1.8 

90.8 

none 

0.58 

133.75 

3.3 

48.0 

none 

0.66 

126.59 

2.7 

4.6 

none 

1.12 

129.84 

3.1 

19.8 

none 

0.93 

140.68 
132.87 
143.38 
142.62 


2.8 
3.0 
1.7 
1.9 


14.3 
21.8 
76.9 
28.2 


none 
none 
none 
none 


1.10 
1.00 
0.60 
0.78 


151.01 
139.22 
137.23 
147.17 


1.5 
1.7 
1.7 
1.4 


150.34 
150.82 
145.76 
160.40 


1.6 
1.8 
2.2 
1.3 


26.8 

38.6 

169.1 

78.9 


72.7 

101.4 

10.9 

18.2 


none 
none 
none 
none 


none 
none 
none 
none 


0.77 
0.74 
0.55 
0.56 


0.62 
0.60 
0.78 
0.62 


143.54 
135.93 
136.93 
134.49 


2.0 
2.7 
2.3 
2.3 


12.2 
12.6 
14.0 
15.8 


none 
none 
none 
none 


0.69 
0.84 
0.94 
1.02 


Kind  of 
Shares 

capital  shares 
income  shares 
capital  shares 
income  shares 


capital  shares 
income  shares 
capital  shares 
income  shares 


capital  shares 
income  shares 


DUAL  PURPOSE  FUNDS 

American  DualVest  Fund  (started  3/67) 

American  DualVest  Fund  (started  3/67)  

Federated  Dual  Exchange  Fund  (started  6/67) 
Federated  Dual  Exchange  Fund  (started  6/67) 

Gemini  Fund  (started  3/67) 

Gemini  Fund  (started  3/67) 
Hemisphere  Fund  (started  6/67) 
Hemisphere  Fund  (started  6/67) 

Income  &  Capital  Shares  (started 
Income  &  Capital  Shares  (started 
Leverage  Fund  of  Boston  (started 
Leverage  Fund  of  Boston  (started 

Putnam  Duo  Fund  (started  7/67) 

Putnam  Duo  Fund  (started  7/67)  

Scudder  Duo-Vest  Exchange  Fund  (started  6/67) 
Scudder  Duo-Vest  Exchange  Fund  (started  6/67) 

Scudder  Duo-Vest  Fund  (started  4/67)  

Scudder  Duo-Vest  Fund  (started  4/67)  


230.28 

none 

— 

7.6 

185.04 

none 

— 

8.1 

210.13 
182.55 


none 
5.6 
none 
5.7 


174.41 


none 
7.7 


39.2 
32.1 


24.0 
39.5 


100.5 


Where 
Traded 

NYSE 
O-T-C 


O-T-C 
O-T-C 


NYSE 


1.10 
0.84 


capital  shares 

Gemini  Fund  (started  3/67) 

—          178.91 
491.36 

none 
8.9 
none 
8.8 

52.1 
21.9 

NYSE 
NYSE 

income  shares 

Gemini  Fund  (started  3/67) 

0.85 

capital  shares 

Hemisphere  Fund  (started  6/67) 

income  shares 

Hemisphere  Fund  (started  6/67) 

0.99 

capital  shares 

Income  &  Capital  Shares  (started  3/67) 

—          186.97 
198.76 

none 
8.3 
none 
7.4 

36.6 
59.5 

NYSE 
NYSE 

income  shares 

Income  &  Capital  Shares  (started  3/67)  

0.82 

capital  shares 

Leverage  Fund  of  Boston  (started  3/67) 

income  shares 

Leverage  Fund  of  Boston  (started  3/67) 

0.73 

0.82 
0.74 


0.74 


Type  of  Fund 


NEW  FUNDS 


stock 
stock 
stock 
stock 


stock 

balanced 

stock 

stock 


Acorn  Fund  (started  6/70) _  176.47  1.3 

Aetna  Fund  (started  4/71)   _  137.85  0  9 

Afuture  Fund  (started  3/68)  —  219.47  none 

Allstate  Enterprise  Stock  Fund  Inc.  (started  2/70)  . .  —  135.75  1.5 

Alpha  Fund  (started  5/68)        _  153.31  1.9 

Alpha  Investors  (started  7/70) —  118.84  4^0 

Amcap  Fund  (started  4/67)         142.60  1.9 

American  Equity  Fund  (started  1/69)  —  145.04  2.0 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,  1966  or  have  met  the  $2 


18.3 

none 

0.87 

14.0 

8.50% 

1.00 

33.8 

none 

1.50 

171.2 

7.00 

0.94 

27.8 

8.50 

1.10 

4.7 

8.50 

1.50 

93.2 

8.50 

0.70 

2.2 

8.75 

0.99 

million  criteria  for  the  first  time. 
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Before  I  joined  the 

Payroll  Savings  Plan 

all  I  could 
save  was  string. 


When  it  comes  to  saving  money,  most 
of  us  can  use  all  the  help  we  can  get. 

Joining  the  Payroll  Savings  Plan  is 
one  easy  way  to  force  yourself  to 
save.  When  you  sign  up,  an  amount 
you  specify  is  set  aside  from  each 
paycheck  and  used  to  buy  U.S.  Sav- 
ings Bonds.  It's  automatic.  Every- 
thing is  done  for  you. 

And  now  there's  a  bonus  interest 
rate  on  all  U.S.  Savings  Bonds — for 


E  Bonds,  5}/£%  when  held  to  matu- 
rity of  5  years,  10  months  (4%  the 
first  year).  That  extra  H%,  payable 
as  a  bonus  at  maturity,  applies  to  all 
Bonds  issued  since  June  1,  1970  .  .  . 
with  a  comparable  improvement  for 
all  older  Bonds. 

Stick  with  the  plan  and  before  you 
know  it  you'll  have  a  bankroll  wait- 
ing. That's  when  you'll  find  you  can 
do  a  lot  more  with  money  than  you 
can  with  string. 


3C3KZiSiE3l' 


Bonds  arc  safe.  If  lost,  stolen,  or  destroyed, 
we  replace  them.  When  needed,  they  can  be     if  A. 
cashed  at  your  bank.  Tax  may  be  deferred    J* 
until  redemption.  And  always  remember, 
Bonds  are  a  proud  way  to  save. 


Take  stock  in  America. 

Now  Bonds  pay  a  bonus  at  maturity. 


© 


"iT^*  The  U.S.  Government  does  not  pay  for  this  advertisement. 
'r«V  It  is  presented  as  a  public  service  in  cooperation  with  The 
^S^"*    Department  of  the  Treasury  and  The  Advertising  Council. 


S-F/3 


Enjoy  the  enchanting  moods 
of  a  waterfront  life-style. 

Ever  since  man's  first  beginnings,  the  sea  has  held  an  eternal  fascination— 

with  its  ever-changing  moods  and  movements,  ranging  from 

serene  placidity  to  hypnotic  drama.  Now  a  sophisticated  return  to  the  rapture  of 

the  water  is  happening.  Coronado  Cays  is  an  exclusive 

waterfront  community  that  combines  the  traditional,  magical  manner 

of  the  Caribbean  with  the  fresh,  natural  beauty  of  the 

California  coastline.  Coronado  Cays  is  a  group  of  man-made  cays 

and  islands,  each  created  with  inspiration  and  each  dramatically  bulkheaded 

from  the  waters  of  San  Diego  Bay.  Designed  with  maximum 

security  and  privacy,  Coronado  Cays  recaptures  the  colonial  feel  of  the 

Caribbean  with  a  sentry-guarded  entrance.  Provincial  charm  has  been  nobly 

recreated  with  sweeping  pilasters  of  chalk  white,  blue-tiled  cupolas, 

brick  red  accents,  citron  exterior  touches  and  scarlet  bougainvillea  that 

blooms  along  the  network  of  malls  and  courtyards  that 

flank  the  homes.  Jamaica  Village  contains  a  premier  group  of  patio 

homes  within  a  few  steps  of  the  waterways,  boatslips  and  its  own  private  beach 

clubs.  Separated  by  a  silver  channel  is  Green  Turtle  Cay,  a  private 

collection  of  prestigious  waterfront  lots  touching  upon  the  Bay 

and  bulkheaded  for  individual  boat  docks. 

Cays  residents  will  enjoy  the  magnificence  of  the  Coronado  Cays  Club  complex, 

to  include  a  yacht  club  with  chandlery,  tennis  courts  and  superb  dining  and 

entertainment,  as  well  as  shopping  and  civic  facilities.  Return  to  the  unparalleled 

life  of  luxury  and  contentment— upon  the  water,  at  Coronado  Cays. 


San  Diego's  only  luxury 
residential  marina 


Coronado  Cays  is  a  develop:",  nt     f  Cedt  r  S 

Corporation  and  Sigiu:!  ■'•<     ,    tie 
The  Signal  Companies.  Four  miles  south  of  Hotel  del 

Coronado  on  the  Silver  Strai id  (.  ■.  y^j. 


For  your  free  brochure,  write  Coronado  Cays,  Dept.  EMN,  Coronado,  California  92118. 
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*  Forbes  — — 
Fund  Ratings 
1971 


DOLLAR  RESULTS 


Type  of  Fund 


1962-71 


Annual 
Assets         Maximum    Expenses 
Latest         Dividend  in  Safes       (Cents  per 

12  Months       Return  Millions  Charge         $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$100  ENDED  AS... 

$139.34  $137.10  3.1% 
$153.34  $138.25  2.5% 
$117.88        $127.90         4.0% 


NEW  FUNDS  * 

stock  American  Express  Special  Fund  (started  4/69) 

closed-end  American  General  Bond  Fund  Inc.  (started  10/70) 

stock  American  Leaders  Fund  Inc.  (started  2/69) 

stock  Anchor  Capital  Fund  (started  5/68)     

stock  Anchor  Venture  Fund  (started  5/70)  


stock 
stock 
stock 
closed-end 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
balanced 
stock 


stock 
stock 
stock 
stock 
bond 


—   $138.78    3.C 


114.48 
141.00 
125.35 


4.0 
1.7 
1.4 


stock  Anvil  Equities  Inc.  (started  10/70) 

stock  Astron  Fund  (started  6/68)  

stock  Audax  Fund  (started  2/70) 

closed-end  Baker,  Fentress  &  Co.  (started  3/71) 

stock  The  Barclay  Fund  (started  9/68) 


147.47 
132.43 
154.47 

157.99 


1.8 
1.3 
2.7 

1.0 


stock  Bayrock  Fund  (started  7/70)        

stock  Beacon  Hill  Mutual  Fund  (started  7/64) 

stock  Becker  Fund  (started  8/69) 

stock  Berger-Kent  Special  Fund  (started  4/69) 

stock  BLC  Growth  Fund  (started  10/69) 


154.38 
145.81 
134.68 
139.33 


0.9 
none 
4.0 
1.2 


BLC  Income  Fund  (started  10/69) 

Boston  Mutual  Equity  Growth  Fund  (started  1/69) 

The  Burnham  Fund  (started  12/69) 

Cambridge  Fund  (formerly  Jaffee  Fund)  (offered  1/69) 

Capital  Trinity  Fund  (started  4/71)       


136.44 
138.49 
138.86 
159.96 


3.9 
1.9 
1.6 
0.2 


Centurion  Fund  (started  12/69) 
CG  Fund  (started  2/68) 
CG  Income  Fund  (started  11/68) 
Chandler  Fund  (started  1/67) 
Chase  Capital  Fund  (started  9/69) 


Chase  Frontier  Fund  (started  3/68) 
Chase  Special  Fund  (started  7/69) 
Colonial  Equities  Fund  (started  11/66) 
Colonial  Income  Fund  (started  12/69) 
Colonial  Ventures  (started  2/69) 


144.38 
148.43 
125.43 
128.54 
168.55 


none 
1.8 
3.9 
none 
none 


161.49 
162.62 
148.30 
110.25 
152.27 


0.7 
1.0 
1.6 
7.8 
0.7 


stock  Columbia  Growth  Fund  (started  6/67) 

stock  Compass  Growth  Fund  (started  4/69) 

stock  Competitive  Associates  Fund  (started  6/69) 

stock  Competitive  Capital  Fund  (started  3/68) 

stock  Comstock  Fund  (started  10/68) 


149.26 
138.10 
106.22 
129.68 
126.73 


1.8 
1.5 
2.4 
2.3 
3.4 


Constellation  Growth  Fund  (started  5/67) 

Contrafund  (started  5/67) 

Country  Capital  Investment  Fund  (started  4/66) 

Davidge  Fund  (started  3/69) 

Delchester  Mutual  Fund  (started  8/70) 


125.00 
133.33 
148.62 
139.88 


none 
3.3 
1.4 
none 


70.0 
45.8 

2.4 
88.1 

6.1 


2.7 
6.8 
3.3 
143.8 
5.8 


10.1 
2.5 
2.5 

14.2 
4.9 


3.7 
2.5 

11.3 
4.1 

10.1 


4.8 

52.4 

5.0 

2.6 

20.2 


33.7 

40.9 

126.1 

105.0 

31.1 


27.1 

3.5 

14.0 

69.2 

135.1 


11.2 

31.7 

28.3 

4.5 

4.0 


8.50% 

0-T-C 

8.90 

8.75 

8.75 


none 

8.50 

8.50 

0-T-C 

none 


8.50 
none 
8.63 

t 
8.50 


8.50 

8.50 

none 

O-T-C 

8.50 


8.50 
7.50 
7.50 
8.75 
8.50 


t 
8.50 
8.50 
8.50 
8.50 


none 
8.50 
8.75 
8.75 
8.50 


8.50 

t 
7.50 
none 
8.50 


$0.93 
N.A. 
1.43 
0.76 
0.86 


1.50 
0.88 
1.00 

1.00 


N.A. 
1.90 
1.03 
1.12 
1.00 


1.00 
1.00 
1.02 
2.90 


0.46 
0.84 
0.99 
0.50 
1.52 


0.90 
1.28 
0.73 
0.62 
1.00 


1.31 
1.03 
1.00 
1.00 
0.87 


2.70 
0.60 
0.88 
2.00 


stock  Delta  Trend  Fund  (started  10/68) 

stock  Diebold  Technology  Venture  Capital  (started  4/68) 

stock  Directors  Capital  (started  2/70)  

stock  Drexel  Hedge  Fund  (started  5/69) 

stock  Drexel  Investment  Fund  (started  12/68) 


stock 
stock 
stock 
stock 
stock 


140.60 
87.63 
169.63 
147.81 
143.80 


2.5 
1.3 
none 
none 
2.2 


stock  Dreyfus  Leverage  Fund  (started  6/69) 

stock  Eaton  &  Howard  Growth  Fund  (started  4/68) 

stock  Eaton  &  Howard  Special  Fund  (started  4/68) 

stock  Eberstadt  Fund  (started  9/66) 

stock  Edie  Special  Growth  Fund  (started  8/69)  . . 


139.07 
144.48 
149.30 
141.40 
157.45 


2.1 
2.0 
2.3 
2.3 
1.4 


Edie  Special  Institutional  Fund  (started  8/69) 
Emerging  Securities  Fund  (started  11/68)  . . . 
Equity  Growth  Fund  of  America  (started  8/66) 

Essex  Fund  (started  10/61)tt 

Everest  Fund  (started  5/66) 


156.49 
154.27 
129.51 
119.41 
124.42 


1.5 
none 
2.6 
2.5 
5.3 


27.8 

16.0 

6.8 

2.8 

4.9 


213.9 
54.0 
43.2 
43.9 
14.1 


20.7 
7.6 
98.0 
54.0 
50.9 


8.50 
none 
8.75 
none 
none 


8.75 
8.50 
8.50 
8.50 
none 


none 
8.50 
8.75 
8.50 
8.50 


0.90 
N.A. 
3.60 
1.47 
1.00 


1.00 
0.75 
0.95 
0.75 
1.05 


0.94 
1.00 
1.03 
0.60 
0.80 


•Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,  1966  or  have  met  the  $2  million  criteria  for  the  first  time. 
tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter, 
ttlnformation  prior  to  1970  not  available;  not  ranked. 
N.A. —Not  available. 
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Type  of  Fund 


nForbes—m ■ 
Fund  Ratings 
1971 


DOLLAR  RESULTS 


Latest         Dividend 
1962-71      12  Months      Return. 


Annual 
Assets  Maximum    Expenses 

in  Safes       (Cents  per 

Millions  Charge         $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$200  ENDED  AS . . .     . 

$139.34  '  $137.10  3:1% 
$153.34  $138.25  2.5% 
$117.88       $127.90        4.0% 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


NEW  FUNDS* 

Explorer  Fund  (started  12/67) —  $120.92         2.2%  $      32.4  6.00% 

Fidelity  Destiny  (started  7/70)  8  —  —         —  4.6  8.98 

Financial  Dynamics  Fund  (started  9/67) ■  —  126.14  -    2.5  56.3  8.50 

Financial  Venture  Fund  (started  3/69)  —  106.41         2.2  21.1  8.50 

First  Fund  of  Virginia  (started  1/67)  —  140.76         2.0  15.9  8.50 

First  Investors  Discovery  Fund  (started  9/69) I  —  129.40  0.9  6.8  8.75 

First  Investors  Fund  for  Growth  (started  4/66) —  159.68  0.3  60.6  8.75 

First  Multifund  of  America  (started  10/67)  —  135.68  none  15.8  1.50 

First  Security  Growth  Fund  (started  8/68) 1  —  131.74  2.5  4.5  8.50 

Fletcher  Capital  Fund  (started  3/68) —  121.02  6.9  78.0               t 

Fletcher  Fund  (started  11/66) —  121.68  none  31.5               t 

FML  Growth  Fund  (started  8/68)  —  133.44  1.8  5.0  8.50 

Founders  Income  Fund  (started  2/67) —  124.61  5.1  6.0  8.50 

Founders  Special 1  —  175.02  none  4.2  8.50 

Franklin  Custodian  Funds — Dynatech  Series 

(started  1/68) —  149.49  1.4  16.9  8.75 

Franklin  US  Government  (started  5/70)  —  103.60  4.3  5.9  none 

Freedom  Fund  (started  5/68)  —  125.38  4.3  40.6  8.75 

Fund  for  Mutual  Depositors  (started  8/69) —  134.59  1.4  16.4  none 

Fundex  (started  12/67)  —  160.18  none  2.3              t 

Gateway  Fund  (started  10/69) —  163.57  0.6  9.0  7.50 

Gibraltar  Growth  Fund  (started  1/68) —  133.95  none  34.2  1.00 

Growth  Fund  of  America  (started  12/58) —  153.21  0.4  33.0  8.50 

Hamilton  Growth  Fund  (started  12/68) —  150.00  1.2  48.7  8.50 

Hamilton  Income  Fund  Inc.  (started  12/70) —  —  —  5.0  8.50 

John  Hancock  Growth  Fund  (started  2/69)  —  131.82  2.3  23.1  8  00 

John  Hancock  Signature  Fund  (started  2/69)  —  122.56  3.8  6.9  8.00 

Hartwell  &  Campbell  Fund  (started  1/67) —  161.13  none  15.8  none 

Hartwell  &  Campbell  Leverage  Fund  (started  9/68)  —  140.68  none  22.2  none 

Hedberg  &  Gordon  Leverage  Fund  (started  9/70)     .  —  136.24  none  2.0  2.00 

Hedge  Fund  of  America  (started  2/68) —  139.48  none  38.3  8.75 

Herold  Fund  (started  3/68)  —  135.98  1.4  9.2  1.00ft 

Hyperion  Fund  (started  12/70) —  146.97  0.2  2.2  none 

ICM  Equity  Fund  (started  10/66)  —  132.58  2.5  2.9  8.75 

IDS  New  Dimensions  Fund  (started  8/68) —  164.49  1.2  161.7  8.00 

IDS  Progressive  Fund  (started  1/69)  .  151.66  1.1  186.6  8.00 

Impact  Fund  (started  8/69) 

The  Income  Fund  of  America  Inc.  (sta 
Investment  Guidance  Fund  (started  6, 
Investment  Indicators  Fund  (started  7 
ISI  Growth  Fund  (started  3/68) 

ISI  Income  Fund  (started  9/68) 

JP  Growth  Fund  (started  10/70)     ... 

Janus  Fund  (started  2/70)   

Keystone  Apollo  (started  12/69) 

Knowledge  Communications  Fund  (sta 

The  Lenox  Fund  (started  12/68) 
Lexington  Growth  Fund  (started  7/69; 
Lincoln  National  Funds 

Balanced  Fund  (started  9/69) 

Capital  Fund  (started  9/69) 

Variable  Annuity  Fund  B  (started  4, 

Lord  Abbott  Bond  Debenture  Fund  (st 
Magellan  Fund  (started  5/63) 
Mass  Income  Development  Fund  (stai 
Mates  Investment  Fund  (started  7/67; 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9.  1966  or  have  met  the  $2  million  criteria  for  the  first  time. 
tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
ttEntrance  fee. 
N.A.-Not  available. 


$0.99 

0.73 
0.58 
1.09 


0.76 
1.36 
0.77 
N.A. 

1.10 


bond 
stock 
stock 
stock 
stock 


0.49 
0.94 
0.70 
2.17 
1.61 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


1.20 
2.07 
1.02 

0.99 


0.99 
1.20 
1.10 
N.A. 
1.32 


stock 
stock 
stock 
stock 
stock 


0.49 
0.42 
1.00 
0.26 
0.19 


stock 

Impact  Fund  (started  8/69) 

—  138.78 

—  128.23 

—  N.A. 

—  122.65 

2.1 

2.4 
N.A. 
1.9 

27.1 
37.1 
3.0 
11.9 
31.9 

8.50 
8.50 
none 
none 
8.50 

0.32 

balanced 
stock 
stock 
stock 

The  Income  Fund  of  America  Inc.  (started  2/71)     . 

Investment  Guidance  Fund  (started  6/68)  

Investment  Indicators  Fund  (started  7/67) 

ISI  Growth  Fund  (started  3/68) 

1.50 
N.A. 
0.72 

stock 
stock 
stock 
stock 
stock 

ISI  Income  Fund  (started  9/68) 

—  116.80 

—  117.53 

—  176.69 

—  154.07 

—  141.85 

4.6 

2.8 

none 

0.9 

1.7 

16.2 
7.3 
3.0 
9.1 
5.5 

8.50 
8.00 
8.50 
8.75 
8.50 

0.82 

JP  Growth  Fund  (started  10/70) 

0.81 

Janus  Fund  (started  2/70) 

2.58 

Keystone  Apollo  (started  12/69) 

1.00 

Knowledge  Communications  Fund  (started  12/66)     . 

0.93 

stock 
stock 

balanced 
stock 
stock 

The  Lenox  Fund  (started  12/68) 

—  137.70 

—  160.99 

—  129.08 

—  146.71 

—  137.63 

3.5 
0.2 

3.7 
2.4 
none 

15.5 
17.3 

3.0 

9.2 

14.3 

8.50 
8.50 

8.50 
8.50 
6.75 

1.09 

Lexington  Growth  Fund  (started  7/69) 

1.05 

Lincoln  National  Funds 
Balanced  Fund  (started  9/69) 

1.00 

Capital  Fund  (started  9/69) 

1.00 

Variable  Annuity  Fund  B  (started  4/68) 

1.32 

bond 

stock 

balanced 

stock 

Lord  Abbott  Bond  Debenture  Fund  (started  3/71) 
Magellan  Fund  (started  5/63) 
Mass  Income  Development  Fund  (started  10/70) 
Mates  Investment  Fund  (started  7/67) 

159.02 

—  109.34 

—  143.92 

1.1 

4.3 
none 

106.1 
8.5 

224.1 
8.4 

t 

t 
8.50 
none 

0.84 
N.A. 
6.45 

64 


FORBES,   AUGUST   15,    1971 


saves  taxpayers  dollars  and 
expands  our  market 


ST  JOE 

MINERALS  CORPORATION 


The  bridge  in  the  photo  is  covered  with'a  coat  of  zinc,  deposited  by  galvanizing. 
This  coat  gives  taxpayers  a  warm  feeling  because  it  protects  the  bridge  against 
rust  for  twenty  to  fifty  years  without  maintenance.  □  The  elimination  of  costly, 
repetitive  maintenance  is  the  reason  why  there's  a  growing  trend  to  galvanized 
steel  bridges.  The  first  was  installed  in  1966  at  Stearns  Bayou,  Michigan  and 
shows  no  sign  of  rust.  Today  there  are  many  galvanized  steel  bridges  across 
the  U.S.  and  more  are  being  built  both  as  replacements  for  older  bridges  and 
as  part  of  our  rapidly  growing  highway  system.  Q  As  the  nation's  largest  pro- 
ducer of  zinc,  we  share  in  this  growth.  And  this  is  only  one  of  the  expanding 
markets  for  our  diversified  range  of  products.  □  Send  for  our  latest  annual 
report. 

.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead  oxides,  fabri- 
cated lead  products,  lead  based  lubricants,  iron  ore  pellets,  iron  oxide,  agricultural  limestone,  cadmium, 
copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


This  railroad  went  a  long  way  to 
help  Jim  Carlson  breathe  easier. 


Jim  is  sniffing  fresher  air  these 
mornings.  And  a  railroad  has  a  lot 
to  do  with  it.  Burlington  Northern 
is  highballing  trainload  after 
trainload  of  low-sulphur,  clean- 
burning  coal  all  the  way  from  mines 
in  Montana  and  Wyoming  to 
Midwest  power  plants. 

Several  years  ago,  Burlington 
Northern's  predecessors  set  out  to 
find  additional  markets  for  western 
coal.  Their  energy  experts,  now  on 
the  same  team  at  Burlington 
Northern,  were  convinced  they  had 


a  good  thing.  Biggest  obstacle  was 
getting  the  coal  to  distant  power 
plants  at  a  competitive  price. 

Now  it's  being  done.  But  it  took 
a  special  high-capacity  unit  train 
(similar  cars  coupled  together  and 
handled  as  a  unit).  And  it  took 
special  low  rates  made  possible 
by  the  high  volume,  low  handling 
cost,  no  frills  characteristics 
of  unit  train  operation. 

Now,  power  companies  get 
low-sulphur  coal  at  a  competitive 
price.  Their  customers  continue  to 
enjoy  low  electric  bills.  The  air  is 
cleaner.  And  Burlington  Northern 


earns  a  profit  doing  what  it's  in 
business  to  do— providing 
economical,  dependable 
transportation  today  while  working 
on  ideas  to  do  it  even  better 
tomorrow. 


BURLINGTON 
NORTHERN 


Burlington  Northern.  Making  tjjjirfgs  happen  in  the  American  West. 
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Fund  Ratings 
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DOLLAR  RESULTS 


Type  of  Fund 


Latest         Dividend 
1962-71      12  Months       Return 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


Standard  &  Poor's  500  Stock  Averag. 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$100  ENDED  AS... 

$139.34  $137.10  3.1% 
$153.34  $138.25  2.5% 
$117.88        $127.90         4.0% 


stock 
stock 
stock 


stock 
balanced 
stock 
stock 
stock 


NEW  FUNDS  * 

Mony  Fund  (started  7/70)     

Moody's  Fund  (started  6/67) 

W.  L  Morgan  Growth  Fund  (started  12/68) 
Mutual  Fund  for  Investing  in  U.S.  Gov.  Sec. 
(started  10/69) 


$162.04 
118.46 
153.57 

100.70 


0.5% 

3.9 

1.3 

7.6 


Mutual  of  Omaha  Growth  Fund  (started  5/68) 
Mutual  of  Omaha  Income  Fund  (started  5/69) 
Naess  &  Thomas  Special  Fund  (started  1/68) 
NEL  Equity  Fund  (started  12/68) 
NEL  Growth  Fund  (started  12/68) 


148.73 
125.84 
146.60 
146.10 
142.32 


1.7 
5.0 
1.3 
2.4 
0.9 


5.0 

5.4 

57.0 

51.6 


21.4 
12.4 
19.0 
5.1 
19.0 


8.50% 

none 

8.50 

1.50 


8.00 
8.00 
none 
8.00 
8.00 


$0.50 
1.72 
1.00 

0.93 


0.90 
1.00 
0.85 
1.00 
1.00 


stock  Neuwirth  Century  Fund  (started  4/69) 

stock  Neuwirth  Fund  (started  2/67) 

stock  New  England  Life  Side  Fund  (started  6/70) 

stock  New  York  Venture  Fund  (started  2/69) 

stock  Oceanographic  Fund  (started  5/68)     


211.96 

151.96 
133.55 
149.49 
142.94 


none 
1.4 
0.2 
0.7 
1.6 


stock  Ocean  Technology  Fund  (started  7/68) 

stock  Omega  Fund  (started  4/68) 

stock  O'Neil  Fund  (started  9/66)  

stock  One  Hundred  Fund  (started  11/66) 

stock  One  Hundred  &  One  Fund  (started  12/66) 


177.95 
133.71 
106.38 
128.64 
11975 


none 
2.6 
3.6 
3.1 

5.4 


stock  Oppenheimer  A.I.M.  Fund  (started  12/69) 

stock  Pace  Fund  (started  7/69) 

stock  Pennsylvania  Mutual  Fund  (started  6/67) 

stock  Pension  Equity  Fund  (started  3/68) 

balanced  Phoenix  Fund  (started  9/70) 


156.83 
143.65 
146.11 
149.77 


1.3 
none 
none 
0.5 


stock  Pilot  Fund  (started  9/67) 

stock  Pioneer  li  (started  9/69)     

stock  Polaris  Fund  (started  8/68)  

closed-end  Price  Capital  Fund  (started  9/69) 

stock  Rowe  Price  New  Era  Fund  (started  5/69) 

stock  PRO  Fund  (started  9/67) 


138.06 
141.01 
148.77 
109.19 
128.34 
144.06 


2.1 
1.8 
1.7 
none 
1.5 
1.4 


stock  Progress  Fund  (started  8/69) 

stock  Provider  Growth  Fund  (started  2/70) 

stock  Putnam  Equities  (started  9/67) 

stock  Putnam  Vista  (started  6/68)     

stock  Putnam  Voyager  (started  4/69) 


154.66 
127.90 
150.08 
137.98 
149.53 


1.0 
1.8 
1.7 
1.7 
none 


stock  Paul  Revere  Courier  Fund  (started  8/69)  

stock  Rinfret  Fund  (started  1/70)  

stock  S  &  P  Counselors  Fund  Inc.  (started  1/70) 

stock  Sagitarius  (formerly  Hubshman  Fund)  (started  11/66) 

stock  Schuster  Fund  (started  9/67)  


151.39 
122.04 
159.99 
104.12 
141.92 


2.1 

2.6 

0.6 

none 

2.3 


10.5 
55.8 
7.3 
58.9 
18.2 


2.3 
44.1 
14.3 
60.8 

4.2 


71.9 

10.9 

13.8 

6.1 

4.1 


44.8 
4.1 
71.1 
13.2 
112.1 
36.0 


3.3 

2.6 

79.4 

77.1 

32.4 


10.0 
7.1 
4.5 
1.0 

30.4 


8.50 
8.50 
8.00 
8.67 
none 


8.50 

t 
none 
8.50 
8.50 


8.50 
8.50 
none 
none 
8.50 


8.50 
8.50 
8.50 
0-T-C 
none 
none 


8.50 
8.50 
8.50 
8.50 
8.50 


8.50 

t 
none 
8.50 
8.63 


1.50 
1.40 
0.35 
0.56 
1.50 


1.50 
0.77 
1.11 
0.81 
1.00 


1.24 
2.31 
2.97 
1.21 


0.78 
1.34 
0.75 
1.50 
0.94 
0.62 


1.00 
1.12 
0.77 
0.94 
1.01 


1.00 
1.16 
1.07 
4.58 
1.15 


stock 
stock 
stock 
stock 
stock 


SCI  Equity  Fund  (started  1/70) 

Scudder  Development  Fund  (started  2/71) 

Security  Ultra  Fund  (started  9/69)  

Selected  Opportunity  Fund  (started  8/70) 
Selected  Special  Shares  (started  1/68) 


123.80  0.2 
152.74  1.2 
143.90         1.4 


2.2 
7.3 
9.9 
8.9 
113.1 


none 
none 
8.75 
8.50 
8.50 


0.94 
0.99 
0.82 


stock 
balanced 
stock 
stock 
stock 


Sentinel  Growth  Fund  (started  9/69) 
Sentinel  Income  Fund  (started  9/69) 

Sentry  Fund  (started  5/70)  

Sequoia  Fund  (started  7/70)   

Shamrock  Fund  (started  8/69)  


133.98 
112.07 
147.61 


0.9 
5.7 
0.8 


—         160.27       none 


7.4 
2.6 
2.5 
9.5 
6.8 


8.00 
8.00 
8.00 
none 
none 


1.00 
1.00 
0.47 

1.00 


stock 
stock 
stock 
stock 
stock 


Shearson  Appreciation' Fund  (started  3/70) 
Shearson  Capital  Fund  (started  6/67) 
Shearson  Investors  Fund  (started  3/71)  . . . 

Sherman,    Dean  Fund  (started  2/68) 

Side  Fund  (started  7/68) 


148.78 
168.26 

150.46 
125.71 


1.3 
1.2 

none 
2.6 


28.9 
6.5 
21.6 
10.7 
37.4 


8.50 
none 
8.50 
none 
8.75 


1.00 
1.00 

1.06 
1.50 


'Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,  1966  or  have  met  the  $2  million  criteria  for  the  first  time. 
tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
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tForbeswmm^ 
Find  Ratings 
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DOLLAR  RESULTS 


Type  of  Fund 


1962-71 


Annual 

■». 

Assets 

Maximum 

Expenses 

Latest 

Dividend 

in 

Sales 

(Cents  per 

12  Months 

Return 

Millions 

Charge 

$100) 

$100  ENDED  AS... 

Standard  &  Poor's  500  Stock  Average  $139.34        $137.10         3.1% 

FORBES  Stock  Fund  Average  $153.34        $138.25         2.5% 

FORBES  Balanced  Fund  Average  $117.88        $127.90         4.0% 


stock 

stock 

closed-end 

stock 


$158.86 

0.8o/0 

$      40.3 

8.50% 

$1.29 

136.66 

0.4 

2.8 

8.50 

1.00 

97.45 

6.2 

195.0 

0-T-C 

0.91 

145.87 

1.8 

45.6 

none 

0.85 

NEW  FUNDS* 

Sigma  Capital  Shares  (started  10/67)  

Sigma  Venture  Shares  Inc.  (started  1/70)  

SMC  Investment  Corp.  (started  10/68)  

Smith,  Barney  Equity  Fund  (started  8/68)  

Sogen  International  Fund  (started  4/70) 

Southwestern  Investors  Growth  Fund  (started  5/68) 

Spectra  Fund  (started  7/69)  

State  Farm  Growth  Fund  (started  3/68) 

State  Farm  Income  Fund  (started  3/68) 

Nicholas  Strong  Fund  (started  7/69)  

Summit  Capital  Fund  Inc.  (started  10/69) 

Supervised  Investors 

Growth  Fund  (started  4/66)  

Summit  Fund  (started  2/69) 

Syncro  Growth  Fund  (started  2/68) 
Technivest  Fund  (started  12/68) 
TMR  Appreciation  Fund  (started  7/69) 

Torrence  Equity  Fund  Inc.  (started  5/69) 

Tower  Capital  Fund  (started  11/68)  

Transamerica  Capital  Fund  (started  7/68) 
Transamerica  Investors  Fund  (started  4/69) 

Travelers  Equities  Fund  (started  5/68)  

Trustees'  Equity  (started  2/67)  

Tudor  Hedge  Fund  (started  6/69) 

Unifund  (started  4/65)   

Union  Capital  Fund  (started  12/69)   

United  Bond  (started  3/64)   

United  Contl  Growth  Fund  (started  6/70)  . . . 
United  Contl  Income  Fund  (started  6/70)     . . 

United  Vanguard  (started  10/69) 
Value  Line  Development  Capital  (started  2/68) 
Vance  Sanders  Special  Fund  (started  11/68) 
Vanguard  Fund  (started  12/60) 

Vantage  Ten  Ninety  Fund  (started  11/68) 

Weingarten  Equity  Fund  (started  3/67)  

Wellesley  Income  Fund  (started  7/70) 
Westfield  Growth  Fund  (started  8/69)  

Clarence  M.  Whipple  Fund  (started  5/68) 

Willow  Fund  (started  10/70) 

Wincap  Fund  (started  5/69) 

Worth  Fund  (started  7/69) 
Ziegler  Fund  (started  9/70) 
Ziegler  Select  Fund  (started  9/70) 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,  1966  or  have  met  the  $2  million  criteria  for  the  first  time. 
tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
N.A.— Not  available 


balanced 
stock 
stock 
stock 


118.24 
160.04 
137.15 
113.43 


2.0 
0.4 
1.0 
3.6 


6.5 

3.6 

6.2 

25.7 


4.50 
7.50 
8.75 
none 


0.48 
0.74 
1.00 
0.85 


stock 
stock 
stock 

stock 
stock 


stock 
stock 
stock 
stock 


116.22 
207.75 
151.77 


5.7 

ncne 

none 


3.8 

29.0 

2.6 


none 
none 
8.75 


none 
8.50 
8.00 
8.00 


0.78 
1.01 
1.06 


1.50 
1.55 
0.97 
1.01 


stock 
stock 
stock 
stock 


149.51 
146.37 
109.76 
151.09 


1.5 
1.0 
none 
1.0 


16.9 

14.6 

15.6 

2.4 


8.50 
8.50 

t 
8.50 


1.06 
1.00 
1.50 
1.00 


stock 
bond 
stock 
stock 


153.84 

108.48 
152.18 
134.19 


1.5 
7.6 
0.4 
3.1 


14.1 

5.2 

32.6 

38.9 


8.50 
8.75 
8.75 
8.75 


1.06 
0.27 
N.A. 
0.98 


stock 

closed-end 

stock 

stock 


stock 

stock 

balanced 

stock 


stock 
stock 
stock 


153.63 
131.47 
181.12 
161.67 


1.3 
0.9 
0.7 
0.8 


147.28 
159.64 
10651 
154.25 


0.1 
0.5 
5.4 
1.5 


35.8 

33.3 

58.6 

2.0 


8.75 

0-T-C 

8.50 

8.50 


2.5 

5.6 

52.3 

2.8 


8.50 
none 
8.50 
8.00 


0.98 
1.00 
0.55 
1.09 


1.00 
1.70 
N.A. 
1.02 
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The  Funds 


(Continued  from  page  50) 
have  assets  of  S50  million  to  $200 
million,  which  is  a  very  good  size: 
big  enough  to  afford  good  research, 
small  enough  to  move  fast. 

Who  runs  the  no-load  funds? 
They  are  a  somewhat  different 
breed  from  most  mutual  fund  men. 
Manx  load  mutual  funds  were  sales 
organizations  before  they  became 
investment  organizations,  founded 
by  men  who  recognized  a  market 
for  mutual  fund  investing. 

The  older  no-load  funds  stem 
mainly  horn  investment  counseling 
firms;  they  were  begun  as  a  handy 
way  to  serve  accounts  too  small  for 
individual  handling— say,  the  ac- 
count of  the  butler  or  the  maiden 
aunt  of  a  good  customer.  The  big- 
gest no-load  fund  group,  T.  Rowe 
Price,  had  such  a  start,  as  did  Bos- 
ton's Scudder,  Stevens  &  Clark. 
The  holders  of  such  funds  profit 
from  the  same  research  as  the  $1- 
million-and-up  customer. 

A  few  no-load  funds  are  run  by 
brokerage  houses— such  as  Energy 
Fund,  originally  an  offshoot  of 
Ralph  E.  Samuel  &  Co.  De  Vegh  is 


run  out  of  the  offices  of  Wood, 
Struthers  &  Winthrop.  One  Wil- 
liam Street  is  housed  in  the  office 
of  Lehman  Bros.,  both  a  brokerage 
firm  and  an  investment  counselor. 
This  kind  of  firm  may  face  prob- 
lems, for  William  McChesney  Mar- 
tin's forthcoming  recommendations 
on  the  stock  market  are  reported 
to  recommend  separating  mutual 
funds  from  brokerage  firms. 

How  good  are  they?  As  a  group, 
neither  better  nor  worse  than  other 
funds:  There  are  no-loads  with 
good  records,  bad  records  and,  of 
course,  mediocre  records. 

The  de  Vegh  Mutual,  the  John- 
ston and  T.  Rowe  Price  Growth 
stock  funds  all  get  quite  respect- 
able Bs  in  both  fair  weather  and 
foul.  Such  funds  as  Ivy  and  Rowe 
Price  New  Horizons  have  per- 
formed spectacularly  in  up  markets, 
then  fizzled  in  down.  And  there 
are  a  few  like  Mutual  Trust  that 
don't  seem  to  have  found  the 
knack  in  either  kind  of  market. 

This  is  about  what  one  should 
expect:  After  all,  salesmen  and 
sales  commissions  reallv  have  noth- 


THE  FUNDS  VS.  THE  ODD-LOT  FAVORITES 

You  can  rate  individual  stocks  on  the  same  basis  as  FORBES  rates  the  funds.  Below  are  com- 
parable figures  for  20  of  1970's  odd-lot  favorites,  the  stocks  the  so-called  little  fellow  bought. 


PERFORMANCE 
RA  TINGS 


In  In 

UP  DOWN 

Markets     Markets 


DOLLAR  RESULTS 


1962-71 


Latest 
12  Months 


Dividend 
Return 


$100  ENDED  AS 


—  —  Standard  &  Poor's  500  Stock  Average  $139.34 

C  C  FORBES  Stock  Fund  Average  $153.34 

D  A  American  Telephone  &  Tel $  67.04 

C  F  Boeing  80.81 

B  F  Chrysler  235.85 

A  Eastman  Kodak 292.70 

C  General  Electric   

B  General  Motors 

F  General  Telephone  &  Elec 

C  Gulf  Oil  

T~~  IBM   

F  Litton  Industries 

A  Memorex  

F  Occidental  Petroleum  

F  RCA  Corp 

D  Standard  Oil  (Calif.)  

C  Standard  Oil  (N.J.)  

C  Telex    '. 

D  Texaco  

D  Union  Carbide 

'  D  University  Computing 

D  Xerox  

•  Company  rated  for  two  periods  only;  maximum  allowable  rating  A. 
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$137.10 
$138.25 

$110.61 
162.00 
152.78 
122.24 


3.1% 
2.50/o 

5.7% 
2.0 
2.2 
1.7 


C 
D 
B 

C 
B 
F 
C 

General  Electric   

General  Telephone  &  Elec 

161.46 

138.82 

109.48 

180.00 
127.36 
146.82 
136.41 

2.2 
4.3 
4.8 

D 

Gulf  Oil  . 

151.20 

4.8 

B 

B 

F 
A 
F 

IBM                    

210.45 

126.80 

208.20 

65.19 

126.32 

1.6 

B 
•B 

c 

Occidental  Petroleum  .... 

"     105.23 
270.81 

none 
none 
5.6 

B 

F 
D 
C 
C 

RCA  Corp.                

245.00 

187.65 
141.30 
137.67 
116.98 

2.6 

D 

Standard  Oil  (Calif.)  

132.58 

4.9 

D 
B 

Standard  Oil  (N.J.)  

Telex    

148.52 
465.47 

5.0 
none 

C 
D 

D 

D 

•D 

D 

Union  Carbide 

130.40 
76.82 

137.02 
137.64 
146.45 
158.90 

4.5 
4.3 

•A 

University  Computing  

none 

A+ 

Xerox  

1,081.59 

0.6 

skilled 
labor 


Just  one  more  reason  why 
industries  come  and  grow 
in  Missouri.  And  if  we 
don't  have  the  skills  you're 
looking  for,  we  can  get 
'em.  Fast.  Missouri's  Voca- 
tional Technical  School 
System  is  with  you  all  the 
way.  Just  give  us  your  tar- 
get date  and  we'll  have  the 
workers  ready  to  go  when 
you  are.  Why  not  find  out 
about  all  the  advantages 
of  locating  in  Missouri? 
We'll  be  glad  to  fill  you  in 
on  the  whole  expanding 
story. 


Contact  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (phone 
314-636-5133) 
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can 
own  shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for*200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add — if  and  whenever 
you  choose— -$25 
or  more. 

For  a  free  prospectus 
which  describes  the 
fund,  contact  a 
Registered 

entative  of 
terprises 


The  Funds 


ing  to  do  with  investment  results. 

Right  now,  the  big  question  on 
Wall  Street  is:  Whatever  happened 
to  the  small  investor?  Is  he  dead? 
Or  simply  in  hiding?  Will  he  come 
trooping  back?  The  only  thing  sure 
is  that  for  millions  of  people  with 
limited  amounts  of  capital,  the  stock 
market  is  one  of  the  few  hedges 
against  inflation.  But  it  isn't  a  very 
good  hedge  if  they  lose  money  in  it. 

Thus  a  very  persuasive  argu- 
ment can  be  made  that  when  the 
smaller  investor  comes  back  he  will 
come  back  to  the  relative  safety 
and  diversification  of  mutual  funds. 
And  if  mutual  funds,  why  not  no- 
loads,  the  least  expensive  means  of 
participating  in  the  advantages  of 
professional  investment?  A  good 
many  people  are  badly  disenchanted 
with  their  own  investment  results 
as  individual  investors: 

•  The  dentist  who  spent  four 
years  in  dental  school  learning  how 
to  fill  cavities  is  beginning  to  won- 
der how  a  six-month  training  pro- 
gram can  qualify  a  young  regis- 
tered representative  to  advise  him 
on  investments. 

•  More  and  more  people  are  com- 
ing to  see  that  the  small,  individ- 
ual investor— unless  he  is  a  genius, 
and  there  were  fewer  geniuses  in 
1970  than  there  were  in  1968— is 
not  getting  the  same  quality  of  ad- 
vice or  information  that  the  big  pro- 
fessional is  getting.  What  business- 
man doesn't  take  care  of  his  best 
customers  first? 

•  Shocked  by  Penn  Central  and 
Lockheed  and  by  the  pricking  of 
so  many  conglomerate  bubbles, 
more  and  more  small  investors  are 
really  wondering  whether  they 
are  qualified  to  judge  management 
and  analyze  balance  sheets. 

•  Commission  rates  are  rising  for 
the  small  investor  and  dropping  for 
the  big  investor.  Under  the  old  rules 
it  would  cost  an  investor  with 
$5,000  about  $100  to  buy  a  di- 
versified list  of  ten  average-priced 
stocks,  2%  of  his  investment.  With 
the  present  surcharge  rules  it  would 
cost  him  $150,  or  3%.  But  under 
the  new  negotiated  rates,  the  fund 
can  invest  its  large  sums  at  a  com- 
mission cost  of  only  0.6%  or  less. 

Mutual  funds  are  hardly  perfect. 
But  they  are,  by  and  large,  run  by 
trained  professionals  who  devote 
full  time  to  the  stock  market.  Be- 
cause they  are  big  traders,  they 
have  access  to  the  best  informa- 
tion   and    the    best    "stories"    first. 


They  benefit  from  wholesale  com- 
missions in  their  trades. 

Furthermore,  the  funds'  records 
are  ort  the  record.  Unlike,  say,  law- 
yers or  doctors  or  dentists,  mutual 
funds  have  to  make  public  their 
results.  That  can  be  embarrassing 
for  the  fund.  But  it  is  another  plus 
for  the  individual  investor  who  rare- 
ly has  the  knowledge  or  patience 
to  measure  his  own  record  accurate- 
ly. It  is  because  of  this  disclosure 
that  the  editors  of  Forbes  are  able 
to  analyze  the  results  every  year  in 
our  Mutual  Fund  Survey. 

Are  all  mutual  funds  well  man- 
aged? Certainly  not.  Are  any  of 
them  spectacular  performers?  Not 
with  any  consistency.  When  the 
market  goes  down,  they  will  go 
down,  but— if  they  are  good— not 
as  much  as  the  market  as  a  whole. 
When  it  goes  up  they  will— again, 
if  they  are  good— go  up  further 
than  the  market. 

You  might  say  that  buying  a  mu- 
tual fund  is  an  act  of  humility.  It  is 
not  as  exciting  as  picking  stocks. 


No  Handicap.  A  bettor 
would  like  no-load  funds. 
With  no  sales  charge,  they 
are    off    to    a    head    start. 
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Poor  Ophelia  Pucklewartz.  YOu  ^  0Ur  sympathy 

We  know  what  it's  like  to  have  a  name  that  doesn't  fit  your  personality. 

We  know,  because  we're  stuck  with  one.  Northern  Natural  Gas  Company. 
It's  a  proper  name.  And  it's  well-known.  But  it  simply  doesn't  tell 
the  half  of  what  we  do. 

In  fact,  a  lot  of  people  think  we  just 
pipe  natural  gas. 

We  do  pipe  gas  •  enough  to  rank 
in  the  top  five  percent  of  all 
U.S.  gas  companies  in  gas 
sales.  But  we  do  a  lot 
more.  Like  sell  butane  and 
ethane  and  propane  and 
ethylene  glycol 
and  hydrocarbons  and 
plastics  and  anti-freeze 
and  ingredients  for 
fabric  softeners  and 
detergents  and 
germicides  and  stuff 
like  that. 

So  the  next  time  you  see 
our  nice  proper  name, 
remember  Ophelia 
Pucklewartz.  And  the  fact 
that  you  can't  judge  a  girl, 
or  a  gas  company, 
by  a  name. 


Northern 
Natural  Gas 
Company 

Home  Office:  Omaha,  Nebraska 


The  gas  company 
that's  something  else. 


This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of 

the  State  of  New  York  and  the  Bureau  oj  Securities,  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey. 

Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey 

nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 

July  23, 1971 


AMERICAN  CONTINENTAL  HOMES,  INC. 

$15,000,000 

7%  Convertible  Subordinated  Debentures  Due  July  15, 1991 

Convertible  into  Common  Stock,  prior  to  maturity,  unless 
previously  redeemed,  at  $10.75  per  share,  subject  to  adjustment  in  certain  cases. 

Price  100% 

Plus  accrued  interest  from  July  15,  1971 


400,000  Shares  of  Common  Stock 
Price  $10  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  oj  the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


SHEARSON,  HAMMILL  6  CO. 

Incorporated 

DREXEL  FIRESTONE     EASTMAN  DILLON,  UNION  SECURITIES  6  CO.     GOLDMAN,  SACHS  S  CO. 

Incorporated  Incorporated 

HORNBLOWER  &  WEEKS-HEMPHILL.  NOYES       STONE  &  WEBSTER  SECURITIES  CORPORATION 


BEAR,  STEARNS  &  CO. 
CBWL-HAYDEN,  STONE  INC. 


BURNHAM  AND  COMPANY 


A.  G.  BECKER  &  CO. 

iBcorpwoWd 

DOMINICKSDOMINICK, 


CLARK,  DODGE  &  CO. 

Incorporated  Incorporated 

W.  E.  HUTTON  &  CO.     R.  W.  PRESSPRICH  g  CO.    SHIELDS  &  COMPANY  G.  H.  WALKER  &  CO 

Incorporated  Incorporated  Incorporated 


RJlReynoIds  Industries,  Ina 

Common  Stock  Dividend 

A  quarterly  dividend  of  600  per  share  has  been  declared  on 
the  Common  Stock  of  the  Company,  payable  September  7, 
1971  to  stockholders  of  record  at  the  close  of  business 
August  10, 1971. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  July  15,  1971 

Seventy-One  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Juice  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


The  Funds 


A  man  can  accept  that  he  can't 
throw  a  football  as  well  as  Joe 
Namath,  charm  a  woman  like  Paul 
Newman,  perform  a  celebrated  op- 
eration like  Christiaan  Barnard  or 
ride  a  motorcycle  like  Evel  Knievel. 
But  it's  hard  to  confess  that  you're 
not  Jesse  Livermore  or  Bernard 
Baruch.  As  more  and  more  people 
come  to  face  this  painful  but  ob- 
vious fact,  the  mutual  funds  will 
almost  certainly  resume  growing 
again.  And  the  chances  are  great 
that  the  no-load  funds  will  con- 
tinue to  gain  in  share  of  market. 


A  Tougher  Game 


The  13  months  through  June  30, 
1971  is  the  latest  leg  in  Forbes' 
six-leg  test  of  mutual  fund  per- 
formance. It  should  have  been  a 
good  period  for  the  mutual  funds. 
During  most  of  the  period  the 
market  was  recovering  from  its 
1969-70  crash;  the  Standard  & 
Poor's  500-stock  average  climbed 
37%  in  the  period.  It  was  a  smart 
rally  and  featured  some  stocks  with 
stunning  gains. 

However,  it  was  not  an  espe- 
cially good  period  for  most  of  the 
funds.  Only  half  of  the  funds  man- 
aged to  outperform  the  S&P  500; 
in  the  previous  up  leg,  86%  of  the 
funds  had  bested  the  average. 
Over  the  full  time-span  covered 
in  Forbes  rankings,  the  average 
common  stock  fund  outperformed 
the  S&P  500  by  a  big  margin.  This 
year,  the  funds  as  a  group  kept 
only  a  shade  ahead  of  the  S&P. 

The  result  was  a  sharp  reduc- 
tion in  the  number  of  A  and  A+ 
ratings  this  year.  In  last  year's  sur- 
vey there  were  64  such  superior 
performances;  this  year  only  48. 
Out  of  258  funds  rated  this  year, 
93  got  a  lower  Up  market  rating 
than  in  1970;  only  30,  higher. 
Among  the  big,  well-known  funds 
that  lost  their  "As"  were  Chemical 
Fund,  Dreyfus,  Fidelity  Capital 
and  Fidelity  Trend  and  Putnam 
Growth.  These  down-ratings  were 
not  necessarily  the  result  of  dis- 
mal performances.  But  these  funds 
proved  unable  to  outperform  the 
average  in  the  particularly  slippery 
markets  of  these  13  months. 

What  happened?  This  time  the 
fund  managers  were  seemingly  as 
confused  as  most  other  people  by 
the  economy  and  the  stock  market. 
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When  rt  comes  to  finding  out  what  top  management 
in  America's  most  important  companies  reads  regularly, 
why  not  ask  your  clients? 


For  instance,  in  1970,  Erdos  and  Morgan,  Inc.  questioned  all  the  parent  company  corporate 
officers  of  major  clients  (those  reporting  annual  revenues  of  $100,000,000  or  more)  of: 


Ketchum,  MacLeod  &  Grove  Advertising  Agency 


The  Question: 

Please  check  below  those  magazines  you 
3  out  of  4  issues): 

read  r 

egularly  (at  least 

The  Results: 

MAGAZINE 

No. 

% 

FORBES 

269 

76.6 

Time 

207 

59.0 

Business  Week 

219 

62.4 

Fortune 

202 

57.5 

U.S.  News  &  World  Report 

119 

33.9 

Newsweek 

117 

33.3 

None 

4 

1.1 

When  the  study  was  conducted,  there  were  34  Ketchum,  MacLeod  &  Grove,  Inc. 
clients  whose  reported  sales  qualified  them  for  inclusion  in  this  study.  Of  the  492 
corporate  officers  of  these  parent  companies,  351  or  71.3%  responded. 

As  you  can  see,  FORBES  was  far  more  regularly  read  by  these  top  corporate  execu- 
tives—30%  more  than  Time;  23%  more  than  Business  Week;  33%  more  than 
Fortune;  and  more  than  double  the  readership  of  U.S.  News  or  Newsweek.  And,  we 
should  add,  a  page  of  advertising  in  FORBES  costs  significantly  less  than  a  page  in 
any  of  these  other  magazines. 

Before  you  place  another  line  of  advertising  aimed  at  the  top  executives  in  America's 
most  important  companies,  find  out  which  publications  are  read  regularly  by  the 
most  important  people  you  know  — your  clients.  Odds  are  great  that  the  best  read 
magazine  will  be  FORBES. 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


442nd  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  104  Years 

A  quarterly  dividend  of  fifty 
cents  (50tf)  a  share  will  be 
paid  September  14,  1971, 
to  stockholders  of  record 
August  13,  1971. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Trailmobile 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Traitor,  S.A.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Unimation,  Inc. 


phelps 
dodge 


144th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52Vit  per  share  on 
its  capital  stock,  payable  Sep- 
tember 10,  1971,  to  stockholders 
of  record  at  the  close  of  business 
on  August  20,  1971. 

R.  D.  BARNHART, 

Treasurer. 
New  York,  N.Y. 
July  28,  1971 


PUT  2*^ 

in 
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llfCOCC  NUMtlH' 
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The  Funds 


An  analysis  of  some  recent  figures 
by  Forbes  statisticians  (July  15) 
suggested  that  the  stocks  the  funds 
sold  earlier  this  year  did  just  about 
as  well  as  the  stocks  they  bought. 

Speculating,  some  market  ob- 
servers claim  that  the  whole  game 
has  changed.  No  longer  do  the  in- 
stitutional money  managers  have 
a  broad,  active  public  to  play 
against.  With  the  public  shunning 
the  market,  it  may  no  longer  be  as 
easy  to  accumulate  large  blocks  of 
stocks  without  disturbing  the  mar- 
ket. Or  to  distribute  them  when  an 
institution  wants  to  get  out. 

In  any  case,  the  fact  is  clear:  On 
balance,  fund  performance  has  de- 
clined since  the  crash  from  above- 
average  to  merely  average. 

The  deterioration  was  marked 
among  some  of  the  bigger  funds. 
Of  the  48  funds  ranking  A  or  A+ 
in  up  markets,  only  three  have  over 
$500  million  in  assets:  Enterprise 
Fund,  Keystone  S-4  and  Oppen- 
heimer  Fund.  Two  of  them  paid 


dearly  for  bull  market  gains;  they 
ranked  F  in  down  markets. 

The  conclusion  is  inescapable: 
Size  is  a  handicap,  especially  when 
the  public  is  on  the  sidelines. 
,  That  "As"  and  A-|-s  in  up  mar- 
kers were  frequently  attained  at 
the  expense  of  Cs,  Ds  and  Fs  in 
down  markets  is  hardly  surprising; 
you  can't  get  major  gains  without 
taking  chances.  What  is  suiprising, 
however,  is  the  number  of  funds 
that  did  poorly  in  both  up  and 
down  markets.  Funds  with  up  and 
down  C  and  D  ratings,  for  example, 
or  worse.  Their  managements  clear- 
ly were  not  doing  a  good  job  for 
their  shareholders. 

Overall,  the  funds  do  a  good 
job  for  their  shareholders;  by  and 
large,  they  keep  up  with  bull  mar- 
kets and  avoid  total  disaster  in 
bear  markets.  But  you  don't  buy 
the  funds  "overall."  You  buy  an 
individual  fund.  Picking  the  right 
ones  still  takes  plenty  of  thought 
and  some  study. 


The  Virtues  of  Consistency 


Forbes  rates  the  funds  on  two 
scores:  Their  abilities  in  rising 
markets;  their  abilities  in  declining 
markets.  In  up  markets,  we  rank 
them  from  A-f-  to  D. 

To  get  a  high  rating,  a  fund 
must  have  shown  an  ability  to 
make  money,  not  just  in  one  par- 
ticular rising  market,  but  in  several 
different  ones.  Ours  are  consisten- 
cy ratings.*  To  get  an  A+,  for  ex- 
ample, a  fund  must  have  ranked 
among  the  top  one-eighth  of  all 
funds  and  have  done  so  consistent- 
ly in  all  three  of  the  bull  markets 
we  measure.  That's  hard  to  do; 
out  of  258  funds  ranked  here,  only 
11,  one  in  23,  rated  an  A-|-.  The 
rest  are  ranked  in  quartiles:  Those 
that  fell  in  the  lowest  25%  of  all 
funds  get  a  D;  those  in  the  next 
higher  25%  get  a  C;  those  in  the 
third  25%,  a  B. 

We  rank  them  for  consistency  in 
down  markets,  too,  except  that 
the  funds  score  well  by  declining 
less  than  the  average  rather  than 
by  gaining  more  than  the  average. 

An  ideal  rating  would,  of  course, 
be  an  A  and  A.  There  was  only 
one:  the  Japan  Fund.  And  it  was 
invested  in  a  market  that  followed 
quite  different  cycles  than  Wall 
Street.    If  you   take  an   aggressive 


stance  in  rising  markets,  you're 
usually  going  to  get  hurt  in  de- 
clining markets.  The  next  best 
thing  is  probably  an  A  for  up  mar- 
kets, a  B  or  C  for  down  markets. 
Only  eight  funds  scored  this  way. 

Since  no  man  can  foresee  the 
future,  there  is  no  such  thing  in 
investing  as  a  sure  thing.  There 
are  only  probabilities,  and  the 
smart  investors  play  the  probabil- 
ities. In  mutual  funds,  the  proba- 
ble best  performers  are  those  that 
have  shown  an  ability— under  a 
wide  variety  of  circumstances— to 
perform  well:  to  protect  capital 
in  declining  markets;  to  make  it 
grow  in  rising  markets.  Forbes 
consistency  ratings  are  designed 
specifically  to  identify  this  type  of 
fund:  The  B-Bs,  perhaps  the  A-Cs. 

It's  not  just  a  matter  of  playing 
things  safe:  It's  a  matter  of  recog- 
nizing that  the  world  is  going 
through  trying  times,  and  that  few 
people  are  smart  enough  to  take 
wild  chances  and  come  out  a  win- 
ner everv  time.  ■ 


•In  contrasting  the  dollar  results  of  no-load 
funds,  vs.  those  that  charge  a  sales  commission, 
simply  multiply  the  dollar  results  of  the  load  fund 
by  the  amount  of  the  loading  charge,  usually  8.5%. 
Then  move  the  decimal  point  two  places  to  the  left 
and  subtract  the  resulting  figure  from  the  original 
dollar  results.  This  can  knock  as  much  as  $20  off 
the  ten-year  results  of  $100  invested  in  a  load  fund. 
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Here  we  are, 
after  20  years. 

Showing  record  revenues,  year  after  year. 


REVENUES 


In  our  20th  year, 

we  collected  $399.6  million 

in  operating  revenues. 


Showing  increased  earnings,  year  after  year. 


EARNINGS  FOR  COMMON 
inMHitonsofO 
35 


20- 

In  our  20th  year      «• 

we  earned  $39.6  million  ■   »• 

for  our  common  stockholders.       s- 


19M    1956    1961    1966   1970 


And  paying  more  dividends  to  our  common  stockholders, 


DIVIDENDS  ON  COMMON  STOCK" 
in  Millions  of  Dollars 


20- 


r;  In  our  20th  year, 


>.  we  declared  $24.9  million  in  dividends 
for  holders  of  our  common  shares. 


1951   1956   1961   1966   1970 

Today,  a  $1.6  billion  gas  transmission  company. 

And  still  growing. 

Transco 

Will  you  let  us  send  you  a  copy  of  our  1 970  annual  report9  Please  write  to  Corporate  Secretary. 
Transcontinental  Gas  Pipe  Line  Corporation,  P.O.  Box  1396,  Houston.  Texas  77001. 


This  advertisement  prepared  by  Doremus  &  Company 


The  Next  Ten^ears: 

A 

decade 

of 
change 

Recent  dramatic  developments,  and  others  still  to  come, 
will  have  a  profound  effect  on  the  financial  markets  for 
the  next  ten  years. 

Among  the  developments  are  negotiated  commis- 
sions, new  leadership  at  the  SEC  and  the  New  York  and 
American  Stock  Exchanges,  the  Presidential  Commis- 
sion on  Financial  Structure  and  Regulation,  Con- 
gressional investigations  of  the  securities  industry,  the 
emergence  of  electronic  market  systems,  the  Martin 
Report,  the  new  commission  rate  structure,  public  own- 
ership of  brokerage  firms,  the  formation  of  the  Securi- 
ties Investor  Protection  Corporation  ...  the  catalogue 
goes  on  and  on.  The  emerging  changes  and  their  im- 
pact on  the  decade  ahead  dazzle  the  imagination. 

Salomon  Brothers  is  ready  to  meet  these  changes. 
As  a  close-knit  partnership  we  retain  the  flexibility  and 
adaptability  to  change,  day  by  day,  in  any  market  climate. 
This  is  inherent  in  our  system  and  our  informal  struc- 
ture. Most  of  the  equity  of  the  firm  isin  the  hands  of  the 
people  directly  involved  in  daily  activities  in  the  market- 
place. 

The  close  working  relationship  of  Salomon  part- 
ners makes  it  possible  to  reach  swift  decisions.  In  this 
partnership  is  collective  experience  and  skill,  and  a  will- 
ingness to  risk  the  firm's  capital  to  help  its  customers 
achieve  their  objectives. 

Our  goals  remain  unchanged— liquidity  for  insti- 
tutional investors  and  providing  capital  for  business 
and  governments.  Above  all  we  are  dedicated  and  struc- 
tured to  meet  the  changing  requirements  of  our  cus- 
tomers in  the  decade  ahead. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 

Membei  s  \cu  York  Stock  Exchange,  Inc. 

New  York,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas, 

Los  Angeles,  Philadelphia,  St,  Louis,  San  Francisco 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  { Federal  Re- 
serve Board  Index  ot  industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building9  iDept    ot 

Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt'  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Dept.  ot  Commerce 

service  price  index  related  to  the  cor 
price  index) 
Income 

•  How  much  are  workers  earning?  (D 
Commerce  personal  income,  wage  anc 
disbursements) 

•  How  many  people  have  been  laid  off 
Dept.  ot  Labor  initial  unemployment 

MARKET  COMMENT 

By  L  0.  Hooper 


Neither  Hay  Nor  Grass 


The  stock  market,  of  late,  has  been 
much  like  the  economy.  It  has  been 
neither  hay  nor  grass.  The  cause  of 
this,  oversimplified,  was  expecting  too 
much  too  soon.  The  Dow  Jones  in- 
dustrials had  a  spectacular  rise  from 
an  intradav  low  of  751.78,  on  Nov. 
18,  1970,  to  958.12  on  the  following 
Apr.  28,  which  discounted  more  than 
has  happened.  Another  restraining 
factor  has  been  the  change  in  the 
money  market.  Interest  rates  moved 
•  lower  and  lower  most  of  the  time  in 
late  1970  and  early  1971  when  the 
stock  market  was  going  up.  With  the 
beginning  of  the  dollar  crisis  early  in 
May,  interest  rates  began  to  strength- 
en and  have  been  rising  most  of  the 
time  this  summer. 

Economists  have  been  watching  the 
trend  in  spending  for  consumer  items 
and  consumer  durables.  They  are  dis- 
appointed. Consumers  have  adequate 
discretionary  buying  power  (except 
in  depressed  areas  like  the  inner  cities 
and  Seattle),  but  they  have  been  buy- 
ing carefully.  They  buy  at  the  dis- 
count stores,  and  on  "sales"  at  the  de- 
partment stores.  They  buy  cheaper 
cars,  not  medium-priced   ones.   They 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
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tend  to  pay  off  debts  faster.  I  suspect 
that  there's  a  favorable  thing  about 
this.  There's  no  doubt  but  that  higher 
interest  rates  paid  by  banks,  savings 
and  loan  societies  and  other  thrift  in- 
stitutions are  a  potent  inducement  to 
save  rather  than  spend.  Even  among 
many  run-of-mine  brokerage  clients 
there  is  a  new  interest  in  income  rath- 
er than  in  growth.  When  you  want  a 
large  income,  you  go  to  bonds  rather 
than  stocks.  However,  this  does  not 
help  the  stock  market. 

There's  another  antistock  market 
factor  brokers  hate  to  talk  about. 
Clients  have  not  been  making  money 
recently,  and  the  word  gets  around. 
When  the  brokers  were  making  a  bet- 
ter mousetrap  (in  the  words  of  Ralph 
Waldo  Emerson)  the  world  made  a 
beaten  track  to  their  door.  Lately  the 
"mousetrap"  hasn't  been  so  good;  so, 
in  many  places,  there's  grass  growing 
in  the  path  to  the  broker's  door.  Every 
now  and  then  someone  calls  up  and 
tells  the  broker  to  sell  out  his  whole 
portfolio. 

While  so  much  saving  of  current 
income  is  not  helping  retail  trade  and 
business  recovery,  thrift  always  is 
bullish  in  the  long  ran.  Any  person, 
or   any   corporation,    spending   all   it 


earns  and  saving  nothing,  can't  grow. 
Furthermore,  the  economy  needs  more 
capital;  and  it  is  more  healthy  to  have 
it  supplied  through  savings  than  via 
the  printing  press.  One  of  the  things 
which  makes  me  hope  for  lower  in- 
terest rates  (and  higher  bond  prices) 
is  this  tendency  of  the  public  to  save 
about  8%  of  national  income  (a  very 
high  rate  of  saving).  Another  thing 
operating  toward  lower  interest  rates 
is  the  probability  that  the  capital 
spending  of  industry  will  drop  as 
needs  decrease.  The  most  unfavorable 
thing  in  the  interest  rate  outlook  is 
the  continued  high  spending  of  all 
areas  of  government. 

First-half  earnings  statements  were 
about  as  expected,  with  per-share 
earnings  up  less  in  the  glamour  stocks 
than  in  the  international  oils,  the  mo- 
bile homes,  the  rubbers,  the  steels, 
the  tobaccos  and  even  the  automo- 
biles. All  these  groups,  except  the  mo- 
bile homes,  sell  at  lower  price/ earn- 
ings ratios  than  the  better  computers 
and  electronics. 

Second-Half  Assortment 

For  the  second  half  year,  I  would 
expect  1)  much  better  retail  store 
earnings;  2)  slightly  lower  automobile 
earnings;  3)  very  much  lower  steel 
earnings,  with  perhaps  60%  to  65%  of 
the  year's  net  coming  from  the  first 
half;  4)  still  lower  aluminum  earn- 
ings; 5)  a  modest  improvement  in  the 
results  of  copper  companies  and  6) 
oil  industry  net  better  than  in  the  first 
half.  For  the  year,  my  preliminary 
estimate  is  that  earnings  on  the  DJI 
will  be  about  $57  to  $58  a  share 
against  around  $52  in  1970. 
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f  Special  Introductory  Irial  Offer! 

Value  Line  for  the  next 

three  months  for 

only  $25 


(REGULAR 
RATE>49) 


□ 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 

already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 

See  for  yourself  how  Value  Line's  investment  advisory  service,  though 

not  "free  of  charge,"  might  help  you  to  maximize  your  investment 

profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 

regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 

a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 

months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 

thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 

have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 

reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 

filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 

Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 

extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 

1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 

and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 

a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 

"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 

SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 

market,  advice  on  investment  policy,  in-depth  analyses  of  especially 

recommended  stocks  and  special  situations,  the  Value  Line  market 

averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 

to  be,  you  may  return  the  material  we  send  you  within  30  days 

for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 


LJ  Payment  enclosed 
□  Bill  me 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Signature 

1617 

Name  (please  print) 

Address 

City 

State 

Zip 

^         (No  assignment  of  this 

agreement 

will  be  made  without 

subscriber's 

consent.) 

One  of  the  best  first-half  statements 
came  from  Federal  National  Mortgage 
(61)  which  earned  53  cents  a  share 
in  the  March  quarter  and  $1.47  in 
the  June  quarter.  Right  now  I  would 
hope  for  earnings  in  the  third  quarter 
about  in  line  with  the  second  quarter. 
It.  is  too  early  to  guess  the  earnings 
level  of  the  fourth  quarter.  The  debt, 
now  approaching  $17  billion,  is  get- 
ting out  of  line  with  common  stock 
capitalization,  less  than  11  million 
shares.  That's  one  reason  why  the 
company  has  been  considering  an  is- 
sue of  convertible  bonds,  or  even  some 
common  stock  financing.  The  manage- 
ment is  anxious  to  improve  the  quality 
of  the  equity  and  to  increase  the  divi- 
dend from  time  to  time.  I  think  this  is 
a  fascinating  stock.  It  has  been  a  good 
in-and-out  trading  issue,  but  those 
who  have  held  through  the  ups  and 
downs  of  the  past  year  have  not  done 
too  badly  either. 

No  Cure 

Pressure  for  an  incomes  policy  is 
growing.  President  Nixon  opposes  it, 
but  some  of  his  important  advisers 
advocate  it,  and  so  do  a  majority  of 
people,  so  far  as  I  can  see.  An  incomes 
policy  is  just  a  more  palatable  name 
for  wage  and  price  controls.  Some 
cynics  say  that  politicians  will  be  more 
willing  to  adopt  one  as  soon  as  union 
labor  has  received  favorable  settle- 
ments of  present  wage  demands.  Most 
of  the  settlements  are  liberal  and  cov- 
er two  years  ahead.  As  an  inflation 
remedy,  price  controls  without  wage 
controls  are  ineffective,  and  no  one 
likes  wage  and  salary  controls.  The 
real  cure  for  inflation,  of  course,  is  a 
drastic  cut  in  all  government  spend- 
ing, higher  interest  rates,  tight  mon- 
ey and  considerable  unemployment. 
These  things  are  so  unpleasant  as  to 
be  politically  impossible.  An  incomes 
policy  is  politically  possible  only  so 
long  as  it  does  not  hurt  wage  and 
salary  earners;  but  it  is  just  an  in- 
effective palliative,  not  a  cure.  Is  an 
incomes  policy  bullish  or  bearish  on 
stocks?  Probably  neither. 

For  those  who  want  income  rather 
than  appreciation,  it  is  hard  to  justify 
the  purchase  of  stocks  when  bonds 
yield  around  8%.  The  cheapest  quality 
stocks,  I  continue  to  think,  are  the 
international  oils,  such  as  Standard 
Oil  of  N.J.  (77),  Standard  Oil  of 
Calif.  (58),  Mobil  Oil  (54),  Texaco 
(36)  and  Gulf  Oil  (32).  I  am  dis- 
posed to  be  suspicious  of  most  high 
P/E  ratio  stocks  for  reasons  outlined 
in  my  column  in  the  Aug.  1  issue.  I 
think  the  deflation  of  overvaluation  in 
the  computer  and  electronics  shares 
is  an  important  negative  factor  in  the 
market  as  a  whole.  I  suspect  I  am 
more  neutral  than  bullish  or  bearish.  ■ 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  July  28, 1971 

Columbus  and  Southern  Ohio  Electric  Company 

600,000  Common  Shares 

Without  Par  Value 


Price  $25.75  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are 

among  the  underwriters  mimed  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc.  .  The  Ohio  Company 

Blyth  &  Co.,  Inc.  The  First  Boston  Corporation  duPont  Glore  Forgan 


Incorporated 


Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Kidder,  Peabody  &  Co.  Lehman  Brothers  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co. 

Dean  Witter  &  Co.  Bache  &  Co.  Reynolds  &  Co.         Shearson,  Hammill  &  Co. 

Incorporated  Incorporated  Incorporated 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
pletel  0-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  P-41 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management   .    Incorporated  1936 


Looking  for 

a  no-load 

growth  fund? 

We  might  have  one  to  match  your  specific 
investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  invest- 
ment in  small  companies  which  it  consid- 
ers attractive. 

2. The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  managed  for 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  cor- 
porate master  pension  and  profit  sharing 
plans  will  be  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  (212)  697-8900. 

lb  Mr  Frank  C  McLaughlin,  Edie  Fund  Sales.  Inc 
530  Fifth  Avenue.  New  York.  New  York  10036 

Please  send  a  copy  of  the  prospectus  for 

O  Edie  Special  Growth  Fund.  Inc 

O  Edie  Special  Institutional  Fund.  Inc. 


C,.,- 
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Sponsored  In 


Lionel  D.  Edie  &  Company,  Inc 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Hits  And  Misses 


By  the  end  of  July  the  stock  market 
was  being  clobbered  pretty  badly.  In- 
stead of  a  summer  rally,  we  got  a  rout. 
Yet,  for  various  reasons,  I  can't  get 
too  worried  about  it.  After  all,  the 
Dow  Jones  industrial  stock  average 
did  have  a  huge  rise— from  around 
630  in  May,  1970  to  950  last  April- 
and  even  though  last  year's  bear  mar- 
ket low  probably  was  a  gross  exag- 
geration on  the  downside,  this  spring's 
exuberant  rise  may  have  reflected  a 
little  too  much  hopeful  optimism  rath- 
business  recovery,  unemployment,  in- 
er  than  the  cold  realities  of  a  slow 
flation  and  a  very  weak  dollar.  In  any 
event,  this  setback  so  far  is  well  with- 
in the  limits  of  a  "correction"  by 
the  standards  of  the  stock  market 
technician. 

As  is  usually  the  case  when  prices 
slide,  the  gloom  is  thick  in  Wall 
Street.  This  reflects  not  only  the  ob- 
vious fact  that  values  are  vanishing, 
but  also  the  widespread  fear  that 
everything  is  going  wrong.  I  don't 
think  that  things  are  nearly  as  bad  as 
they  may  seem,  but  since  this  partic- 
ular column  was  to  be  devoted  pri- 
marily to  a  review  of  previous  recom- 
mendations, my  comments  on  the 
state  of  the  market  and  other  prob- 
lems will  have  to  wait  a  fortnight. 
The  problems  won't  run  away. 

A  "Hit"  or  a  "Miss"? 

How  do  you  judge  a  "hit"  or  a 
"miss"  in  a  down  market?  If  a  com- 
pany has  lived  up  to  expectations,  I 
think  even  mediocre  market  action 
can  be  forgiven;  but  if  a  stock  is 
acting  worse  than  the  general  mar- 
ket, it  should  be  called  a  miss.  The 
fact  that  a  stock  did  offer  a  splendid 
opportunity  for  a  quick,  but  short- 
term,  profit  should  not  enter  into  the 
decision.  If  a  profit  was  taken,  it's 
past  history.  If  it  wasn't,  the  prob- 
lem remains. 

American  Airlines  (28)  is  an  exam- 
ple, rising  from  27  to  37  and  going 
back  to  its  starting  point.  The  air 
transport  industry  is  recovering  more 
slowly  than  had  been  expected.  As 
1  wouldn't  buy  American  now,  a  sell 
recommendation  is  implied.  Switch 
into  Greyhound  (22).  or,  if  you  want 
to  speculate  on  the  eventual  recovery 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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•of  the  airlines,  pick  BranifJ  (9/2), 
now  freed  of  L-T-V's  domination. 

Chesebwugh-Pond's  (54)  qualifies 
as  a  hit  without  reservations.  The 
stock  reached  a  new  all-time  high  in 
June  and  has  been  holding  up  rather 
well.  First-half  earnings  were  up 
about  10%,  but  at  30  times  earnings, 
CBM  is  getting  a  bit  rich  for  my 
taste.  Consider  a  switch  into  Arvin 
(35),  selling  at  half  that  multiple,  if 
1971  earnings  should  reach  $2.50  a 
share,  as  I  expect. 

I  am  running  out  of  patience  with 
Smith  Kline  &  French  (52).  The 
stock's  sluggish  performance  suggests 
that  other  investors  share  that  feeling. 
There  is  nothing  particularly  wrong 
with  SKL,  but  for  action,  shift  into 
Loew's  (51),  a  far  more  dynamic, 
though  more  speculative,  stock  which 
remains  on  my  favored  list. 

No  complaints  about  Philip  Morris 
(63)  or  Dr  Pepper  (32).  The  mar- 
ket action  of  both  stocks  has  been 
superb,  particularly  during  periods  of 
weakness,  and  earnings  of  both  com- 
panies are  living  up  to  expectations. 
Dr  Pepper,  however,  now  sells  at  a 
very  high  multiple,  higher  than  Coca- 
Cola  or  PepsiCo,  and  profit-taking 
should  be  considered.  Coca-Cola  Bot- 
tling of  N.Y.  (40)  or  Gannett  Co. 
(50),  the  newspaper  publisher,  is 
suggested  as  replacement  for  aggres- 
sive investors  seeking  above-average 
growth.  Pitney-Boices  (26)  has  been 
a  disappointment.  It  lagged  in  a  ris- 
ing market  and  led  in  the  decline. 
Good-bye! 

Obviously,  I  was  wrong  in  my  rec- 
ommendation of  General  Motors  (77) 
which  was  selling  7  points  higher 
when  I  wrote  about  it  five  months 
ago.  However,  with  first-half  earnings 
of  $4.09  a  share,  os.  $2.85  the  year 
before,  I  won't  admit  defeat  or  with- 
draw my  recommendation.  GM,  ap- 
parently, is  too  much  of  a  "general 
market"  stock.  When  sentiment  turns 
sour,  so  does  the  price  of  GM.  But 
tlie  value  is  there. 

National  Presto  Industries  (32)  can 
be  cited  as  an  example  that  obvious 
bargains  are  suspect.  NPK  is  selling 
at  just  about  the  lowest  P/E  (five 
times)  of  any  decent  stock  on  the 
\rw  York  Stock  Exchange.  The  rea- 
son is  that  a  hefty  portion  of  these 
earnings  comes  from   the  sale  of  ar- 
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tillery  shells,  and  the  permanency  of 
this  business  is,  of  course,  question- 
able. However,  the  company  has  a 
flourishing  commercial  business.  Its 
financial  condition  is  impeccable  (the 
stock  of  this  debt-free  company  sells 
at  its  net  current  asset  value),  the 
dividend  rate  was  raised  to  27%  cents 
quarterly,  with  a  25-cent  supplement 
—but  no  one  gives  a  damn.  Patience 
may  be  necessary  until  NPK  can  prove 
its  peacetime  profitability. 

There  is  nothing  wrong  with  Sim- 
mons (34),  except  it  has  a  tendency 
to  put  you  to  sleep— comfortably  and 
safely.  As  the  stock  is  not  particularly 
cheap  and  earnings  so  far  have  been 
flat,  I  would  sell  Simmons.  An  in- 
come-minded, conservative  investor 
might  want  to  switch  into  Northern 
Illinois  Gas  (29).  Because  of  inade- 
quate supplies  of  natural  gas,  this 
fine  company's  growth  rate  is  slow- 
ing down,  at  least  for  a  year  or  two. 
The  renewed  rise  in  interest  rates  as 
well  as  the  sale  of  900,000  additional 
shares  didn't  help  the  stock  either. 
As  a  result,  the  price  of  GAS  common 
stock,  which  sold  above  50(!)  in 
1965,  has  declined  some  25%  from 
this  year's  high  of  38X,  despite  the 
fact  that  both  earnings  (about  S2.90) 
and  dividends  ($1.78)  per  share  will 
be  at  an  all-time  high  in  1971.  I  con- 
tinue to  recommend  its  purchase  for 
investment.  The  $1.90  preference 
stock,  convertible  share-for-share  into 
common,  is  an  even  better  buy,  par- 
ticularly when  it  sells  at  or  below 
the  price  of  the  common  stock,  as 
happens  occasionally. 

Hold  and  Buy 

Benclix  Corp.  is  on  target  with  a 
solid  recovery  from  last  year's  deeply 
depressed  earnings.  The  American 
Forest  Products  division,  which  was 
acquired  at  an  unfortunate  time, 
should  become  a  more  positive  con- 
tributor to  profits  as  soon  as  the  gen- 
eral economy  gains  strength.  The 
coming  fiscal  year  should  see  a  return 
•to  the  company's  former  earnings 
level  above  S3  a  share.  Bendix  is  a 
good  hold,  with  an  objective  in  the 
upper  40s. 

Growing  diversification  is  proving 
beneficial  for  Trans-Union  (40).  The 
recent  small  dividend  increase,  from 
30  cents  quarterly  to  32  cents,  reflects 
management's  confidence  that  profits 
will  reach  a  new  high  this  year— 
around  $2.30  a  share,  a  gain  of 
nearly  10%  over  1970.  While  the  com- 
pany's tank  car  business  provides 
stability,  its  other  activities  in  the 
fields  of  water  and  waste  treatment, 
land  development  and  financial  ser- 
vices hold  good  prospects  for  further 
earnings  growth.  Hold  and  buy  on 
further  weakness.  ■ 
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The  1971  Mutual 
Fund  Guide 

•-rsKSf- 


covering 


...used  by  investors,  brokers,  and  money 
managers  in  all  50  states  and  in  67  for- 
eign countries  and  now  available  to  you 
in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  assef  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

According  to  the  Investment  Company 
Institute,  cash  locked  up  in  a  strongbox 
would  have  lost  21  %  of  its  value  in  the 
decade  1960-1970. 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period  1/1/61- 
12/31/70  (with  all  distributions  rein- 
vested) grew  to  an  average  value  of 
$19,734  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $37,587  — 
the  bottom  fund  declined  in  value  to 
$8,258.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

VITAL  FACTS  ON  FUNDS 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios,  Funds  that  sell  short, 
Hedge,  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  lor  each  fund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY: Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
bers; address  and  telephone  number  of 
Transfer  Agent  and  name  of  Custodian; 


name,  address,  and  telephone  number  of 
insurance  affiliate,  if  any;  DOW-JONES 
INDUSTRIAL  AVERAGE-the  High-Low- 
Close  and  dividend  for  each  year  back  to 
1929;  TOTAL  NET  ASSETS-Funds 
Ranked  by  Size;  Glossary  of  mutual  fund 
terms;  Each  fund's  ten  largest  Portfolio 
Positions;  and  many  more  pages  of 
information. 

A  THINKING  MANS  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
deceptive.  With  hundreds  of  mutual  funds 
to  choose  from,  you  can  make  an  intelli- 
gent selection  only  if  you  dig  behind  the 
record.  For  example,  what  changes  have 
occurred  in  management,  investment 
objective  and  investment  policy?  Fund- 
Scope  gives  you  this  vital  information, 
saving  you  tedious  hours  of  research. 


SPECIAL  TRIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  1971  Mutual  Fund  Guide.  The  new 
mutual  fund  bible.  (THIS  GUIDE  ALONE 
SELLS  FOR  $15.) 

2)  You'll  also  receive  the  August,  Septem- 
ber and  October  issues. 

During  the  past  year,  each  monthly  issue 
averaged  784  pages  per  issue!  No  other 
publication  approaches  FundScope's  in- 
depth  reviews  of  selected  mutual  funds 
and  featured  articles  on  subjects  of  vital 
interest  to  mutual  fund  shareholders  and 
professionals. 

3)  PLUS  4  big  bonus  reports:  "Are  No-Load 
Funds  A  Bargain?";  "Which  Funds  Were 
Top  Performers?";  "Which  Funds  Per- 
formed Well  In  Up  And  Down  Markets?"; 
"How  Does  FundScope  Rate  Your  Fund?" 
ALL  YOURS  WITH  A  TRIAL  SUBSCRIP- 
TION. 

ACT  NOW:  MAIL  YOUR  $17.00  TODAY,  or 

if  you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription,  send 
$50.00  (10-day  returnable  guarantee). 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection 
whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 


FundScope 


Dept.  F-19,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067 
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What 

Action  On 

THESE  70 

LOW  PRICED 

STOCKS 

Many  of  the  low  priced  stocks  listed  below, 
selling  from  $5,  $10.  $20  to  $40— can  make  gains 
on  the  next  rally,  while  others  appear  as  unfavor- 
able buys  at  this  time.  To  receive  first  hand 
specific  action  advice  —  BUY-SELL-HOLD  recom- 
mendations on  these  70  LOW  PRICED  STOCKS  - 
return  the  coupon  below  today. 
A-T-0  Day  Mines  Nat'l.  Distillers 

Admiral  Corp.       Diam.  Shamrock    National  Homes 
Albertson's  Dictaphone  N.  Carolina  NG 

Allied  Chemical    EMI  Northwest  Air. 

Allis-Chalmers      Esterline  Olin  Corp. 

Alpha  Portland      Faberge  Pargas 

Amer.  Fin.  Sys.     Fed.  Resources     Philips  Inds. 
Amer.  Motors       Franklin  Stores     Phillips  Petro. 
Amer.  Seating      Gen.  Dynamics      RTE  Corp. 
Apeco  Giant  Y.  Mines      Rohr  Corp. 

Atlas  Corp.  Grumman  Corp.     Smith  Int'l. 

Beech  Aircraft      Howard  Johnson    Stirling  Homex 
Bell  Elect.  Ideal  Basic  Inds.  Sunshine  Mining 

Bobbie  Brooks      Int'l.  Min.  &  C.     Systems  Engr. 
Boeing  Co.  Jantzen  Tappan 

Brunswick  Kaiser  Ind.  Texas  Gulf  Sul. 

Callahan  Mining    Liberty  Loan         Transamerica 
City  Investing      LVO  Corp.  UMC  Industries 

Coffee-Mat  Lone  Star  Inds.     United  Nuclear 

Columbia  Pic.       Martin-Marietta    VarianAsso. 
Condec  Mays  (J.  W.)         Vendo 

Cont'l.  Air  L.        McCrory  Corp.      Weight  Watchers 
Crown  Cork  McGraw-Hill         Wolverine  W.  W. 

Metromedia 

$5  VALUE  —  ONLY  $1 

In  addition  to  receiving  cur  recommendations  on 
these  70  issues,  you'll  also  receive  the  Dow 
Theory  Forecasts  tor  the  next  4  weeks.  This  is  a 
$5  value  based  on  regular  subscription  rates,  but 
for  this  trial  all  we  ask  is  only  $1— which  will 
be  promptly  refunded  if  you  are  not  satisfied. 

YOU  GET  ALL  THIS 

With  your  trial  subscription,  over  the  next  4 
weeks  you  will  receive  as  part  of  the  service:  (1) 
Stock  Service  Digest— a  consensus  of  what  25 
other  well-known  Investment  Advisers  are  recom- 
mending; (2)  Model  Stock  Portfolios;  (3)  Group 
Studies— shows  comparative  price  performances  of 
76  industries  and  over  600  stocks;  (4)  Our  Master 
List  of  Recommended  Stocks;  (5)  Our  Recommenda- 
tions for  Growth  as  well  as  Income;  (6)  Buy-Sell- 
Hold  Recommendations  on  700  Stocks  and  other 
Investment  aids. 

*     *     2  ADDITIONAL  LISTS     *      * 

6  Stocks  To  Split  By  Oct.  1 

Advice  On  22  Volatile   Issues 

Finally,  if  you  take  advantage  of  this  offer,  we 
will  send  you  2  lists  which  have  been  previously 
supplied  to  our  regular  subscribers  as  part  of  the 
weekly  Forecasts:  (1)  Our  list  of  6  companies  that 
have  publicly  announced  that  they  plan  stock 
splits,  subject  to  shareholder  approval  if  neces- 
sary, by  exchanging  more  than  one  share  of  the 
new  stock  for  one  of  the  old  before  Oct.  1,  1971, 
and  (2)  buy-sell-hold  advice  on  "22  Volatile  Issues" 
such  as  Burroughs,  XTRA,  Occidental  Petroleum, 
Disney,  IBM,  Avon,  Xerox,  NCR,  etc.  Fill  out  and 
return  the  coupon  today.  No  salesman  will  call. 
(New  subscribers  only.) 

MAIL  COUPON  TODAY   

00W  THEORY  FORECASTS,  INC.,  Dept.  F-8-15 
P.  0.  Box  8309,  Chicago,   Illinois  60680 

Please  send  me  immediately  your  list  of  70 
LOW  PRICED  STOCKS  with  specific  Buy-Sell-Hold 
Recommendations  and  enter  my  trial  subscription 
to  Dow  Theory  Forecasts  for  the  next  4  weeks.  I 
understand  this  is  a  $5  value  based  on  regular 
subscription  rates,  but  I  enclose  $1  in  full  pay- 
ment which  will  be  refunded  if  I  am  not  com- 
pletely satisfied.  I  also  understand  I  am  to  receive 
by  return  mail  and  at  no  extra  charge,  your  2 
Additional  Lists  "6  Stocks  To  Split  By  Oct.  1" 
and  advice  on  "22  Volatile  Issues."  This  is  only 
a  trial  and  there  is  no  other  obligation  in  any 
way.  (Subscription  cannot  bo  assigned  without  my 
consent.) 

NAME    

ADDRESS    

CITY STATE 2IP 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Head  And  Shoulders 


Late  last  month,  as  the  major  price 
indices  fell  toward  new  closing  lows 
in  their  retreat  from  the  April  bull 
market  highs,  a  spreading  pall  of 
gloom  predictably  settled  over  the 
stock  market.  Predictably,  too,  under 
the  circumstances,  the  "radical  bears" 
found  their  audience  growing  again 
by  leaps  and  bounds:  They  always 
do  when  stocks  fall  further  than  the 
conventional  wisdom  had  anticipated. 
The  current  Cassandra  view  has 
been  around  for  at  least  two  years 
now.  While  its  proponents  will  cite  ev- 
ery conceivable  reason  (and  a  lot  of 
inconceivable  ones)  why  this  country 
is  going  to  the  dogs,  I  think  it  hinges 
basically  on  a  "technical"  argument. 
This  involves  the  fact  that  the  Dow 
Jones  industrials  failed  in  late  1968 
to  better  their  February  1966  all- 
time  high  (955)  and  then,  last  year, 
fell  substantially  below  their  late 
1966  bear  market  low. 

"Double  Top" 

The  Dow's  long-term  chart  profile 
thus  seems  to  suggest  that  the  stock 
market  has  posted  a  "double  top" 
near  Dow  1000  and  that  therefore 
the  super  bull  market  from  the  1949 
lows  (Dow  162)  may  have  been  in 
the  process  of  topping  out  ever  since 
early  1966.  If  so,  one  might  have  to 
reckon  with  the  possibility  that  a  su- 
per bear  market  has  been  governing 
the  overall  stock  price  movement,  in 
which  case  the  330-point  advance 
from  about  Dow  630  in  May  1970  to 
last  April's  high  could  prove  to  be  a 
huge  bear  market  rally,  analogous  to 
the  one  which  yielded  a  50%  recovery 
for  the  Dow  between  November  1929 
and  April  1930,  and  was  followed  by 
the  disastrous  1930-32  collapse.  If  the 
analogy  is  valid,  it  becomes  necessary 
to  suspect  that  the  major  trend  is 
now  down  and  that,  in  time,  a  super 
bear  market  will  carry  the  Dow  to  lev- 
els under  the  1970  low  or  even  under 
the  1962  low  (525). 

The  analogy  strikes  me  as  extreme- 
ly dubious,  however.  For  one  thing,  I 
greatly  doubt  this  country  is  going 
to  the  dogs.  For  another,  from  a  tech- 
nical viewpoint,  there  is  ample  evi- 
dence that  the  overall  stock  price 
movement  did  not  establish  a  1966-68 


Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


'  double  top.  Price  indices  far  broader 
than  the  30-blue-chip  Dow  posted 
1968  highs  well  above  their  1966 
highs  (the  425  Standard  &  Poor's  in- 
dustrials, for  example,  by  a  margin 
of  about  17%).  The  only  hint  that 
the  very  long-term  trend  of  these  in- 
dices might  have  turned  down  could 
stem  from  the  fact  that  their  1970 
bear  market  lows,  too,  stand  below 
the  1966  bear  market  lows. 

Until  this  hint  becomes  technically 
verifiable  (if  ever),  the  1966-70  se- 
quence of  declining  bear  market  lows 
can  suggest,  at  worst,  that  the  rate  of 
gain  of  the  post  World  War  II  super 
bull  market  has  been  slowing  down 
during  the  past  several  years.  This  in- 
ference can  be  buttressed  with  much 
"fundamental"  evidence,  and  it  is  a 
major  reason  why,  in  recent  months, 
I  have  been  questioning  that  the  re- 
covery from  last  year's  lows  can  ex- 
ceed Dow  1000  by  more  than  a  rela- 
tively modest  margin  in  the  foresee- 
able future. 

Meanwhile,  the  assumption  that  the 
stock  market's  very  long-term  trend 
remains  up  can  support  the  technical 
argument  that  the  May  1970-April 
1971  advance  was  not  a  bear  market 
rally;  that  we  are  not  now  in  a  new 
major  downtrend;  that  a  1970-7?  bull 
market  remains  incomplete. 

If,  as  I  think,  this  is  so,  then  the  re- 
action from  last  April's  highs  will 
prove  to  be  nothing  worse  than  an 
intermediate  downtrend,  albeit  (as  I 
have  been  arguing  also,  all  along)  a 
"surprisingly"  extensive  one.  This  is 
what  one  might  expect  if  the  over- 
riding, very  long-term  uptrend  had 
indeed  been  decelerating. 

If  this  big  trend  is  still  up,  then 
one  can  logically  argue,  too,  that  the 
reactions  which  occur  within  its 
framework  should  tend  to  fall  short 
of  meeting  standard  technical  50%  re- 
tracement  expectancies.  Note,  in  this 
connection,  that  the  most  severe  bear 
market  in  a  generation  (1968-70)  re- 
traced only  about  43%  of  the  Dow's 
preceding  advance  from  its  1949  low. 
On  the  same  premise,  one  would  ex- 
pect that  an  intermediate  trend  cor- 
rection of  the  May  1970-April  1971 
major  uptrend  phase  should  exceed 
the  25%  minimum  retracement  norm 
but  should  retrace  less  than  half  of 
the   330   Dow   points   gained.    For  a 
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three-eighths  retraeement,  the  final 
low  of  the  intermediate  downtrend 
from  the  April  highs  would  be  near 
Dow  830;  a  slightly  more  optimistic 
view  (which  I  tend  to  favor)  would 
anticipate  no  more  (and  perhaps 
slightly  less)  than  a  one-third  retraee- 
ment to  a  low  at  about  Dow  845 

All  this,  as  you  might  realize,  is 
consistent  with  the  view  I've  been  ad- 
vancing in  recent  columns  that  the 
stock  market  embarked  on  a  base- 
building  process  when  it  broke  Dow 
900  on  the  way  down  almost  two 
months  ago.  As  I  see  it,  the  new 
base  is  shaping  up  (to  use  chartists' 
parlance)  as  an  inverted  head-and- 
shoulders  bottom— the  "left  shoulder" 
having  been  established  in  late  June 
near  Dow  870,  the  "head"  having 
been  started  when  the  Dow  closed 
at  a  new  reaction  low  in  late  July 
and  seemed  headed  toward  the  mid- 
■DOs,  and  the  "right  shoulder"  still 
to  l>e  traced  out  by  trading  range 
fluctuations  presumably  in  the  upper 
800s  during  weeks  to  come. 

If  the  concept  is  correct,  the  ri^ht 
shoulder  probably  could  not  be  com- 
pleted much  before  late  summer  or 
early  autumn  by  a  decisive  upward 
thrust  beyond  Dow  900,  which  could 
be  interpreted  as  "verifying'"  the  ex- 
istence of  a  second  major  uptrend 
phase  in  a  bull  market  dating  from 
M a>    1970.   In   turn,   the   bull   market 

tlirsis  ought  to  call  for  an  eventual 
advance  beyond  the  Dow's  April  high 
(958);  and  the  very  long-term  up- 
trend thesis  for  a  push— perhaps  some- 
time in  the  first  lialf  of  1972— mod- 
erately beyond  the  1966  and  1968 
highs  near  Dow  1000.  In  an  inter- 
mediate trend  and  major  trend  per- 
spective, accordingly,  I  think  the  time 
has  come  to  he  bullish  on  the  stuck 
market. 

Fundamentally  Defensive 

I'm  willing  to  defend  this  conclu- 
sion on  fundamental  grounds.  The 
economy,  as  it  moves  into  the  fourth 
quarter,  seems  to  be  in  much  the 
same  condition  as  a  stock  market 
whose  technical  structure  has  been 
strengthened  by  large  accumulations 
of  sidelined  buying  power  and 
trimmed  down  portfolio  holdings.  The 
money  supply  rose  dramatically  in  re- 
cent months  and  probably  can  no 
longer  be  reduced  substantially  with- 
out serious  (and  unacceptable)  risk 
to  the  economy.  At  the  same  time, 
consumers  have  hoarded  savings  at 
record  rates,  while  inventories  re- 
mained modest  relative  to  sales.  Un- 
der such  conditions,  even  a  mild  new 
rise  in  demand  for  goods  and  services 
could  readily  set  off  a  fresh  (and 
sharp)  acceleration  of  the  business 
recovery.   ■ 


trustees 
and  trends 


The  accelerating  practice  today  and  in  recent  years  has  been  the  trend 
of  institutional  investors — associations,  employee  benefit  funds,  endow- 
ments, unions — to  seek  the  best  investment  research  and  counsel  available. 
Trustees  and  administrators  directly  responsible  for  large  amounts  of  in- 
stitutional funds  have  recognized  the  advantages  of  obtaining  progressive 
and  imaginative  professional  investment  management. 

Another  trend  has  been  for  very  large  funds  to  employ  "multiple"  invest- 
ment management,  thereby  spreading  the  investment  responsibility  among 
several  investment  organizations.  This  allows  the  fund  to  give  each  adviser 
more  manageable  amounts  of  assets  to  work  with,  to  obtain  specialized 
investment  skills,  to  gain  diversification  of  different  investment  manage- 
ment approaches,  and  to  compare  results. 

Working  with  major  institutional  funds  we  have  had  the  opportunity  to 
witness  these  and  other  significant  changes  taking  place,  to  study  the 
reasons  why,  and  to  influence  progressive  changes  ourselves. 

Established  in  1937,  T.  Rowe  Price  and  Associates,  Inc.  is  a  private  in- 
vestment research  and  counsel  firm  serving  major  institutional  clients 
nationwide.  If  you  are  concerned  about  the  investment  progress  of  a  large 
fund  and  wish  to  discuss  major  trends  affecting  your  fund,  write  or  call 
William  B.  Thompson,  Vice  President,  AC  301-539-1992, 

t^A<Jww€  <Jrice  and 'JvLdocuufei,  uwc. 

INVESTMENT  RESEARCH  AND  COUNSEL 

new  york         BALTIMORE        Washington,  d.c. 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.INC. 

Investment  Management  Division   Dept.  MF-815 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address. 


.  State. 


.Zip. 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  w- 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address- 
Ci'y 


.State- 


Zip  Code. 


YES... 

every  dollar  you  invest 

is  invested  for  you 

at  net  asset  value  without 

salesmen's  fees 
and  redemption  charge. 

l  BEACON  HILL 

^Kmutualfund 

u  no-load  growth  fund 

75  Federal  St.,  Boston,  Mass.  02110 

Send    Prospectus   and    Data    on    Dividend 
Reinvestment  and  Periodic  Purchase  Plan 


address 
city  &  state 


□  Self  employed  retirement  plan  (Keogh).     Fl 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange ,  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York.  N.  Y.  10005 


COMPLETE   RANGE   OF 

SALES   AND    LICENSE   TRAINING 

FOR   BROKER/DEALERS 

INVESTMENT  TRAINING  INSTITUTE,  INC. 


PO    BOX  20151  i 


>JTA    GEORGIA  30329   /  (404)  934-2970 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Next  Phase 


This,  I  think,  is  a  good  time  to  weigh 
the  issues  and  the  areas  which  will 
capture  attention  when  the  next  more 
buoyant  phase  of  markets  comes  into 
being.  For  one  thing,  today's  specula- 
tive skepticism  can  be  an  element  of 
internal  strength  in  that  there  are  no 
excesses  requiring  correction.  Besides, 
disillusionment  is  a  prerequisite  to  a 
turn  in  the  tide.  For  another,  the  very 
absence  of  a  standard  forecast  could 
be  a  hidden  element  of  market 
strength.  It  takes  a  surprise  to  make 
a  new  price  trend,  and  I  think  the 
coming  surprises  are  more  likely  to  be 
on  the  favorable  than  unfavorable 
side  of  the  ledger. 

Equally  important,  I  detect  signifi- 
cant shifts  in  issue  emphasis  beneath 
the  surface  of  this  phase  of  markets, 
which  have  brought  about  individual 
opportunities  in  the  face  of  a  seem- 
ingly overall  downward  bias.  Granted 
the  exceptions  have  been  in  the  mi- 
nority, they  would  not  have  appeared 
if  a  major  liquidating  phase  had  been 
in  existence.  My  point  is  that  empha- 
sis on  the  always-present  overall  irri- 
tants can  be  at  the  expense  of  one 
subtle  but  significant  consideration: 
The  need  for  selectivity  has  been 
heightened  by  the  fact  that  with  this, 
an  institutionally  dominated  market- 
place, there  will  be  frequent  changes 
in  issue  emphasis  as  corporate  funda- 
mentals change.  Also,  the  selective 
rather  than  all-inclusive  nature  of  our 
hesitant  business  recovery  in  itself  is 
widening  the  difference  between  the 
corporate  "haves  and  have-nots." 

In  turn,  the  perhaps  grudging  busi- 
ness recoveiy  points  up  four  internal 
market  considerations:  1)  With  the 
market  up  rather  than  down,  as  was 
the  case  a  year  ago,  the  price  room 
in  which  to  encourage  an  interest  isn't 
as  wide  as  was  the  case  last  year, 
which  is  another  way  of  saying  that 
the  next  upward  phase  isn't  likely  to 
be  as  effervescent  as  the  first  phase. 
2)  While  the  stocks  that  were  almost 
a  religion  six  or  nine  months  ago  have 
been  the  most  vulnerable  to  earn- 
ings disappointments,  the  market's 
own  checks  and  balances  have  cor- 
rected much  of  the  previous  vulnera- 
bility. 3)  Today's  absence  of  major 
technological   breakthroughs   such   as 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 
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highlighted  the  Sixties  (birth  control 
pills,  computers,  copy  equipment, 
semiconductors,  etc.)  suggests  con- 
tinued suspicion  of  the  high  growth 
stock  area.  4)  In  contrast,  the  obvious 
evidence  of  business  recovery  which 
is  so  necessary  for  the  market's  own 
well-being  will  result  in  emphasis  on 
the  companies  that  benefit  more  from 
economics  than  technology  as  such. 

In  other  words,  it  seems  to  me  that 
the  issue  emphasis  from  here  out  will 
be  on  the  type  of  company  whose 
prosperity  is  a  must  if  the  market  as 
a  whole  is  to  progress.  Interestingly, 
the  downside  risk  is  relatively  minimal 
in  most  of  these  issues.  Illustrative  of 
the  point,  I  can  see  reason  for  an  in- 
terest in  B.F.  Goodrich  (around  29) 
on  the  basis  that  1971  should  be  a 
year  of  strong  earnings  recovery,  not 
just  for  the  industry,  but  for  Good- 
rich in  particular.  Apart  from  the 
possibility  that  this  year's  earnings 
will  be  in  the  area  of  $2.25  per  share 
or  better— and  another  increase  is  like- 
ly in  1972— one  point  stands  out:  Pro- 
gress is  apparently  being  made  in  cor- 
recting many  of  the  problems  which 
previously  plagued  operations. 

Some  Special  Pluses 

I  similarly  see  a  number  of  special 
pluses  in  the  case  of  Kaiser  Cement  <Lr 
Gypsum  (around  19).  One,  for  ex- 
ample, is  the  fact  that  the  cement 
industry  itself  enjoys  a  significantly 
improved  supply/ demand  situation  as 
a  result  of  the  closing  of  a  number  of 
old,  inefficient  plants  in  the  face  of 
the  increased  demand  predicted  for 
the  Seventies.  Another  is  the  fact  that 
the  company's  gypsum  operation, 
which  lost  an  estimated  15  cents  per 
share  last  year,  should  be  in  the  black 
in  1971.  Kaiser  is  the  leading  pro- 
ducer of  cement  and  gypsum  on  the 
West  Coast,  and  its  1971  earnings 
should  comfortably  better  last  year's 
83  cents  per  share. 

I  also  can  see  persuasive  reason  for 
speculative  interest  in  Kaiser  Indus- 
tries (above  11)  on  the  grounds  that: 
1)  The  company's  wholly  owned  op- 
erating subsidiaries— engineering  and 
construction,  broadcasting,  aerospace 
and  electronics— should  enjoy  better 
operating  profits  this  year  than  last, 
when  they  contributed  roughly  one- 
third  of  total  pretax  profits.  2)   The 
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company's  controlling  interest  in  Kai- 
ser Steel  Corp.  should  be  a  more  im- 
portant source  of  earnings  this  year 
than  last,  when  it  accounted  for  rough- 
ly one-fourth  of  total  pretax  earnings. 
A  new  contract  signed  by  the  steel 
company's  heretofore  ailing  Canadian 
coal  operation  suggests  marked  im- 
provement in  1972  as  well.  Tradi- 
tionally, the  large  discount  from  net 
asset  value  tends  to  narrow  during 
economic  recoveries,  thereby  provid- 
ing a  certain  speculative  potential. 
This  year,  the  company  should  have 
earnings  of  about  75  cents  per  share. 
In  my  opinion,  the  fact  that  BurncUj 
Corp.'s  earnings  declined  from  $2.40 
per  share  in  1966  to  $1.28  per  share 
last  year  is  less  important  than  one 
significant  consideration,  namely: 
There  have  been  more  changes  in  the 
management  structure  and  attitudes  of 
this  leading  manufacturer  of  electrical 
and  electronic  connectors  during  the 
past  12  months  than  in  perhaps  the 
past  12  years.  Similarly,  the  fact  that 
first-half  earnings  were  below  the  like 

1970  results  may  be  less  important 
than  the  possibility  that  full-year 
profits  will  be  some  15%  to  20%  bet- 
ter than  last  year's,  The  new  look  of 
this  technologically  capable  company 
indicates  that  the  stock  is  an  interest- 
ing speculation  around  23. 

less  Effervescence 

These  constructive  individual  issue 
comments  are  made  with  full  recogni- 
tion of  the  prospect  that  the  next 
phase  of  markets  is  likely  to  lie  less 
effervescent  than  the  first  phase,  and 
for  a  simple  reason.  The  factors  which 
fueled  the  350-point  May  1970- April 

1971  stock  price  explosion  aren't  in 
existence  today.  But  the  fact  never- 
theless remains  that  the  business  cycle 
has  turned  up;  that  the  psychology  il 
pendulum  has  swung  far  enough  to 
erase  last  spring's  overconfidence; 
that  there  is  hope  of  a  higher  tempo 
of  capital-goods  activity  next  year. 
For  example,  despite  the  highest  per- 
sonal savings  rate  in  almost  20  years, 
retail  trade  comparisons  with  the 
year-ago  level  are  good. 

Similarly,  despite  rising  bond  yields, 
residential  building  starts  in  June 
were  40%  above  the  1970  level.  And 
second-quarter  earnings  reports  show 
twice  the  gain  recorded  in  the  first 
quarter.  Further,  while  the  Federal 
Reserve  Board  apparently  has  taken 
on  the  task  of  combating  inflationary 
price  trends  via  credit  policy— point- 
ing up  to  the  fact  that  all  past  rever- 
sals in  the  discount  rate  were  followed 
by  additional  increases— I  find  it  diffi- 
cult to  believe  that  the  FRB  will  pur- 
sue a  significantly  restrictive  policy 
which  cancels  out  the  hope  of  a  gath- 
ering upturn.   ■ 
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Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


V 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.  Box  351)  Dept  2-8-1 

La  Jolla,  California  92037. 


If  your  primary  investment  goal  is  cap- 
ital growth,  Moody's  Capital  Fund,  Inc. 
may  be  right  for  you.  Because  that  is  the 
objective  of  this  no-load  fund:  long-term 
capital  growth,  with  current  dividend 
income  as  a  secondary  consideration. 

Moody's 
Capital 

Fund  is  a 

growth-oriented 
no-load  fund. 

For  a  free  copy  of  the  Moody's  Capital  Fund,  Inc. 
prospectus,  simply  return  the  coupon  below. 

No  sales  charge.  •  No  redemption  fee. 

Minimum  initial  investment  $500. 

No  salesman  will  call. 


MOODY'S  ADVISORS  &  DISTRIBUTORS,  INC. 
100  Church  Street,  New  York,  N.Y.  10007 


Please  send  me  a  free  copy  of  the 
Moody's  Capital  Fund,  Inc.  prospectus. 


Name 


C8-71A 


Address 


City 


State 


Zip 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 


For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 

I     Growth  Industry  Shares,  Inc.  Rm.  2903 
1     13S  S.  LaSalle  St.,  Chicago,  IL  60603 


I 
I 

L 


Address- 
City 


-Zip_ 


I 

I 

I 

J 


There's 


Power  to  Spare 

in  the 
Mountain  West 


There  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
now,  and  con- 
struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also ...  we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 

A  Growing  Comp3(ty  in  ff?e  Growing  West 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  m     gi/jfe' 


Coast-to- 

Coast  in  many " 

of  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 


WHAT  IS  THE  MYSTERY 

OF  FINANCIAL  SUCCESS 

Mystery  uncovered  in  NEW  ROADS 
TO  OPPORTUNITY  AND  WEALTH, 
a  booklet  just  published.  Interested  in  a  lucra- 
tive  business  of  your  own?   Profit  by  sending 
for  and  reading  it.  FREE,  No  Obligation. 
fobs  INTERNATIONAL,  John  R.  Sauer,  President 
P.O.  Box  22458,  Denver,  Colorado  80222. 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Why  The  Market  Won't  Oblige  Mr.  Nixon 


How  many  people  remember  the 
plaintive  quote  of  Simeon  D.  Fess, 
then  chairman,  Republican  National 
Committee,  in  the  Oct.  15,  1930  New 
York  World?— "Persons  high  in  Re- 
publican circles  are  beginning  to  be- 
lieve that  there  is  some  concerted  ef- 
fort on  foot  to  utilize  the  stock  market 
as  a  method  of  discrediting  the  Ad- 
ministration. Every  time  an  Adminis- 
tration official  gives  out  an  optimistic 
statement  about  business  conditions, 
the  market  immediately  drops." 

Were  Mr.  Fess  around  he  might 
be  making  similar  statements  today. 

President  Nixon  outflanks  his  politi- 
cal foes  and  promises  to  go  to  China, 
raising  hopes  of  a  new  era  of  peace 
on  earth.  The  stock  market  goes  down. 

Unless  you  believe  in  the  conspiracy 
theory  of  histoiy— which  I  don't— the 
weak  market  is  not  part  of  a  plot  to 
hurt  Mr.  Nixon's  chances  in  1972.  It's 
much  more  simple:  The  timetable  of 
the  recovery,  of  improved  corporate 
earnings,  of  the  international  position 
of  the  dollar  just  isn't  fast  enough. 
The  stock  market  optimists  have  run 
out  of  money,  and  there's  no  one  left 
to  buy.  Just  look  at  the  downside 
leadership  provided  by  the  three  most 
widely  held  and  closely  followed  is- 
sues of  institutions  and  individuals 
alike:  International  Business  Machines, 
American  Telephone  &  Telegraph  and 
General  Motors.  Completion  of  AT&T's 
convertible  financing  brought  no  re- 
lief. GM's  shares  showed  no  response 
to  boffo  second-quarter  earnings. 

If  not  into  stocks,  where  then  has 
the  investing  public's  money  been  go- 
ing? Individuals  have  been  buying 
new-issue  bonds  at  over  a  $20-billion 
annual  rate  for  the  past  three  years; 
about  four  times  the  long-term  aver- 
age. The  largely  unexpected  oppor- 
tunity to  again  purchase  quality  long- 
term  bonds  yielding  8%  or  more  cre- 
ates formidable  competition  for  mon- 
ey predisposed  to  flow  into  equities. 

Just  how  formidable  this  competi- 
tion is  becomes  clear  when  you  com- 
pare the  true  return  on  a  call-protect- 
ed AAA-rated  8%  corporate  bond  with 
equity  competition  of  the  first  rank- 
IBM.  Down  65  points  from  its  1971 
high,  IBM  currently  is  available 
around  300.  The  $30,000  required  to 

A  guest  columnist.  Mr.  Stovall  is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 
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purchase  100  shares  at  that  price  pro- 
duces an  indicated  dividend  of  $520, 
or  a  return  of  1.7%.  At  8%,  $30,000  in- 
vested in  corporate  bonds  would  pro- 
duce $2,400  annually,  or  almost  five 
times  more  income.  In  the  hypothet- 
ical event  that  IBM  paid  out  all  of 
its  annual  earnings  in  the  form  of  divi- 
dends, earnings  per  share  would  have 
to  increase  from  the  record  level  of 
$8.92  reported  for  1970  to  $24  to 
match  what  bondholders  can  expect 
in  guaranteed  income  right  now. 

To  achieve  earnings  of  $24  per 
share,  IBM  would  have  to  continue 
its  compounded  annual  growth  rate 
of  16%  per  share  of  the  past  decade 
for  the  next  seven  years.  It  would  be 
starting  off  with  a  handicap,  as  1971 
is  apt  to  produce  a  below-average 
earnings  gain  to  $9.25  per  share,  or 
perhaps  not  even  that.  A  tall  order! 

So,  in  the  present  atmosphere  of 
skepticism  and  general  disillusionment 
with  the  Nixon  Game  Plan,  bonds  do 
not  bore  me  one  bit.  Growth  stocks 
whose  earnings  are  not  growing  up 
to  past  norms  are  dangerous.  In  the 
equity  area  I  prefer  a  combination  of 
rising  earnings  and  dividends  plus  low 
P/  E  multiples. 

A  Rare  One 

A  good  example  in  the  depressed 
utility  group  is  Central  Telephone  ir 
Utilities  (about  18),  the  fourth  larg- 
est non-Bell  system,  and  virtually  the 
only  remaining  sizable  independent 
company  which  would  benefit  from  a 
resumption  of  the  acquisition  and 
merger  movement.  Per-share  earnings 
have  continued  to  grow  at  a  5%  an- 
nual rate  despite  rising  operating  and 
interest  costs.  Substantial  rate  in- 
creases are  being  reflected  in  1971's 
operations,  and  earnings  for  the  year 
ended  June  30  are  estimated  at  $1.50 
per  fully  diluted  share,  up  6.4%  over 
the  $1.41  for  the  year  before. 

Based  on  a  per-share  earnings 
growth  rate  of  8%  annually,  we  be- 
lieve the  stock  would  have  an  invest- 
ment value  of  around  25  and  a  po- 
tential "takeover"  value  of  well  into 
the  30s,  where  the  stock  sold  in  1967 
and  1968.  The  current  multiple  of  12 
compares  with  a  33-11  range  over 
the  past  five  years.  The  5.5%  dividend 
yield  from  the  projected  payout  sup- 
ports a  favorable  risk/ reward  ratio.  ■ 
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READERS  SAY 


(Continued  from  page  12) 

time  Union,  about  five  years  ago  pro- 
posed a  compulsory  arbitration  system 
which  would  assure  continued  produc- 
tion, yet  permit  the  use  of  the  lockout 
or  strike  by  employer  or  employees.  If 
employers  really  believed  in  fair  play, 
they  would  have  stampeded  to  embrace 
the  Curran  compulsory  arbitration  plan. 

Runaway  factories,  use  of  foreign  ser- 
vices by  U.S.  companies  and  importa- 
tion of  foreign  products  by  U.S.  com- 
panies to  "compete  with  their  U.S.  prod- 
ucts, are  the  economic  problems  which 
are  trying  to  smother  our  economy." 
These  will  do  so  if  the  business  commu- 
nity and  the  Federal  Government  con- 
tinue to  ignore  them.  Take  one  example. 
Liquefied  natural  gas  will  be  imported 
into  the  U.S.  in  quantities  which  exceed 
current  U.S.  and  Canadian  production 
by  1980.  US.  gas  distributors  arc  moving 
to  import  this  in  foreign  flagships.  The 
Administration  is  currently  doing  nothing 
to  assure  that  U.S.  flagships  will  be 
used.  This  will  contribute  i  large  share 
to  the  imbalance  of  our  foreign  trade.  Of 
greater  importance,  it  ties  the  U.S.  user 
of  this  imported  gas  to  the  whims  of 
foreign  governments. 

— Hoyt  S.  Haddock 
Executive  Dit 
\I'I  -CIO  Maritime  Committee 
Washington,  D.C. 

We're  Not  fhe  Ones 

Sib:  Your  June  15  story  describing  the 
origin  and  growth  of  Gulf  Resouri 
Chemical  contains  the  misstatement  that 
Hudson  Gas  &  Oil  Corp.  is  "now  part  of 
J.  Ray  McDermott.  Hudson  Gas  &-  Oil 
Corp.  was  liquidated  in  1962  and  was 
never  in  any  way  connected  with  J.  Ray 
McDermott  &  Co.  The  block  of  Gulf  Re- 
sources stock  now  owned  by  McDermott 
was  acquired  from  Hudson  Engineering 
Corp.,  which  became  a  wholly  owned 
subsidiary  of  J.  Rav  McDermott  &  Co. 
in  1969. 

—Edward  J.  Hudson 

Chairman, 

J.  Ray  McDermott  &  Co. 

Houston,  Tex. 

Hudson  Gas  6-  Oil  was  a  subsidiary  of 
Hudson  Engineering— Ej}. 

The  Difference 

Sir:  Re  "There  Is  A  Difference"  (Fact 
ir  Comment,  July  15).  I  ask  you,  is  it 
just  to  force  a  man  into  the  army  and 
then  pay  him  little  or  nothing  and  ex- 
pect him  to  do  a  good  job,  and  most  of 
all  be  happy?  Surely  financial  rewards 
are  not  the  sole  means  which  make  a 
man  successful,  but  take  away  the  finan- 
cial rewards  of  a  career  in  any  industry 
and  you  will  not  see  that  man  in  the 
organization  the  next  year. 

Our  defense  depends  near- totally  on 
the  career  man  in  the  field  and  sky  and 
at  sea.  I  agree  these  men  should  be  paid  a 
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264th  COMMON  DIVIDEND 

A  regular  dividend  of  Fifty-five  Cents  (55tf)  per  share 

has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  September  1, 

1971,  to  stockholders  of  record  at  the  close  of  business 

August  10,  1971.  Checks  will  be  mailed. 

July  27, 1971  C.  A.  Mehos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 

<Jtu.  i.Vrrvt>U&cvn  Uoviuaeo-^jcfnyui^iu 
GALLAHER     LIMITED 

.llumrs  lb.^JJicamJi)isiillmg(fij. 


Thf.  Andrew  Jergens  Company 
Master  Lock  Company 

Sunsfiine  Biscuits,  inc. 

3  VISIBLE  |    RECORDS.  INC. 
DUFFY  -MOTT   COMPANY.  INC. 

AMERICAN  BRANDS.  INC.,  245  PARK  AVENUE.  NEW  YORK,  NY.  10017 
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our  low  mmimumi  permit  you  to 
set  up  a  voluntary  (not  contractual) 
PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of  $25 
on  monthly  or  quarterly  basis 
after  initial  investment  of  $100. 
100%  of  your  money  invested 
in  stocks  professionally  selected 
for  growth  possibilities . . .  providing 
a  diversified  energy  based  portfolio. 

•  Self-Employed  Retirement  Plant 
Energy  Fund  Is  a  qualified 
investment  under  Keogh  Act. 

•  Model  Corporate  Profit  Sharing 
Plan  Available 

fX|/\  sales  charge 

PI  ^/  redemption  charge 

Cedar  Street  Consultants,  Inc. 

120  Broadway,  N.Y.  10005  Dept.  FA 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

NAME 


ADDRESS- 


-ZIP. 
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T.  R0WE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 
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Invest  in 

Over-The-Counter 
Securities  Through 
A  Mutual  Fund 


OVER-THE-COUNTER 
SECURITIES  FUND,  Inc. 


Founded  1955 

is  the  first  Mutual  Fund  in- 
vesting exclusively  in  over- 
the-counter  securities.  The 
primary  objective  is  pos- 
sible CAPITAL  GROWTH. 

Send  coupon  today  for  Free 

Prospectus  and  Fact  Folder 

(Keogh  Plan  available) 


Review  Management  Corp. 

Oreland,    Pennsylvania    19075 
Name 


Address. 
City 


.State. 


DIVIDEND  NOTICE 

More  than  796,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  95<!  per  share  declared 
July  28,  1971  and  payable  Sep- 
tember 10,  1971  to  shareholders 
of  record  August  11,  1971. 

1971  is  the  89th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
5CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 

quarterly  dividend  of  22V44  per  share 

on  the  outstanding  Common  Stock, 

payable  on  September  1,   1971,  to 

stockholders  of  record  on  August  10, 

1971.  The  transfer  books  will  not  close. 

July  22,  1971 

RAMSEY  E.  JOSLIN,  Vice  President 

and  Treasurer 


88 


OIVIS.ONS  NATIONAL  DISTILLERS  PRODUCTS  CO. 
US  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO 
ALMAOLN  VINEYARDS  INC 
TEXTILE 


READERS  SAY 


better  salary,  but  not  at  the  expense  of 
the  draftees  or  lower  ranking  enlisted 
men  who  are  the  army's  prime  target 
market  in  selling  the  idea  of  a  new  and 
improved  military  career. 

—Jerome  A.  Dauterive 
New  Orleans,  La. 

Sir:  My  bias  makes  this  point  of  view 
less  than  objective,  but  sincere  thanks 
for  saying  what  I've  been  thinking. 

-R.  Rice 

CDR,  U.S.  Navy 

FPO  San  Francisco,  Calif. 

Sir:  Your  editorial  spells  out  the  com- 
plete solution  to  a  situation  that  has 
been  crying  for  clarification  that  I  am 
amazed  that  those  in  responsible  posi- 
tions have  not  taken  steps  to  implement 
what  you  have  so  candidly  said. 

—Gilbert  Marcus 
Chicago,  111. 

Sir:  Your  editorial  opposing  added 
pay  for  draftees  strikes  me  as  illogical 
and  unfair.  It  is  true  the  armed  services 
need  career  people  and  should  pay  them 
adequately.  However,  it  is  illogical  to 
say  that  we  must  draft  men,  but  that 
the  men  so  drafted  don't  contribute 
much.  If  they  don't  contribute  vitally 
we  should  not  draft  them.  If  we  truly 
must  have  them,  at  least  they  should 
be  fairly  paid. 

The  whole  concept  of  a  partial  draft 
is  unjust.  Can  you  imagine  if  we  at- 
tempted to  select  by  lottery  a  minority 
of  our  citizens  to  pay  all  the  taxes  while 
the  rest  of  us  went  tax  free? 

—Hunter  C.  Goodrich 
Collingswood,  N.J. 

About  Those  Fashions 

Sir:  Many  thanks  for  using  the  photo- 
graph of  our  display  in  your  article 
"Wall  Street's  New  Fashions,"  on  pages 
24  and  25  (Forbes,  July  15),  although 
you  omitted  any  credit. 

—Frank  Levi 

Vice  President, 

Portland  Printing  Corp. 

New  York,  N.Y. 

Sir:  I  thought  your  readers  would 
like  to  know  the  needlepoint  patches  on 
the  July  15  cover  were  designed  by 
Lynn  Sherman  for  Craftique  Inc. 

—Lynn  Sherman 

Craftique  Inc. 

New  York,  N.Y. 

Forbes,  a  Fallen  Star 

Sir:  In  "Is  the  Party  Over?"  (Forbes, 
Aug.  1,  p.  22)  the  term  "goddam"  is  used. 
I  used  to  swear  by  Forbes,  now  I  can 
say  I  swear  with  Forbes.  It  is  always 
sad  to  see  a  star  fall. 

— Wendel  M.  Baugh 

Manager, 

Georgia  State  University 

Book  Store 

Atlanta,  Ga. 


INTERESTED  IN  MUTUAL  FUNDS? 

DON'T  MISS 
SPECIAL  REPORT  #  12 

GET  eye-opening  results  of 
*  a  21-year  performance  analysis. 
See  why  NO-LOAD  Funds 

(No  Broker  Fee) 

are  a  wise  investment 
ALSO  receive  current  24 
page  issue  of  Growth  Fund  Guide. 

SEE  •  which  NO-LOADS 

are  leading  the  way  up 

•  Buy-Hold-Sell  advice 

•  Charts  &  Growth  Trend  Lines 

•  Relative  Strength  Report 

•  Sample  Fund  Groups 

•  Most  Desirable  Funds 
BOTH  Special  Report  #  12 

&  current  24  page  issue  -REG.  $5 

NOW  ONLY  $1   (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-8,  P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 
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THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  EUAIDS 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77001 

Quarterly  Dividend 
450  per  Common  Share 

Payable  September  15, 1971 
Record  August  31, 1971 
Declared  July  28, 1971 

Cyril  J.  Smith 
Secretary 


Your  Fair  Share 
Shows  You  Care 

THE     V 
UNITED  WAY 


88 


FORBES,  AUGUST  15,   1971 


Forbes 


Index  of  Advertisers-AUGUST  15,  1971 

Z  Indicated  below  are  those  general  advertisers  who  will  make  additional  information  or  annual   reports  available  to  Forbes 
readers  as  stated  in  their  advertisements  on  the  pages  noted. 


ABRAHAM    &   COMPANY  84 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

ALLSTATE  ENTERPRISES 

STOCK   FUND.    INC.  70 

Agency:    Leo  Burnett  Company  Inc. 
Advertising 

AMERICAN    BRANDS,    INC.  87 

Agency:    Batten,  Barton.  Durstine  & 
Osborn.  Inc. 

AMERICAN    GAS    ASSOCIATION,    INC.      55 

Agency:    Ketchum.  MacLeod  & 
Grove.  Inc. 

AMERICAN  TELEPHONE 

&   TELEGRAPH    CO.  18-19 

Agency:    N    W    Ayer  &  Son  Inc. 

BANK  OF  AMERICA 

BANK  INVESTMENT  SECURITIES 

DIVISION  8 

Agency:    DArcy-MacManus- 
Intermarco.  Inc 

BEACON   HILL  MUTUAL  FUND  84 

Agency:    N.  H.  Miller  &  Company  Inc. 

D  BRITISH    LEYLAND    MOTORS    INC.  48 

Agency:    Bozell  &  Jacobs,  Inc 

BURLINGTON    NORTHERN    INC.  66 

Agency:   Tatham-Laird  &  Kudner.  Inc. 

CNA/financial  14 

Agency:   Post-Keyes  Gardner  Inc. 

□  CALIFORNIA  COMPUTER 

PRODUCTS.    INC.  39 

Agency:    Dailey  &  Associates 
Advertising 

CEDAR  STREET 

CONSULTANTS.    INC.  87 

Agency:   The  Leo  Baron  Agency  Inc. 
Advertising 

CITIES    SERVICE    COMPANY  36 

Agency:    Hill  and  Knowlton,  Inc. 

COLT  INDUSTRIES      53 

Agency:    Rumrill-Hoyt,  Inc. 

THE    DANFORTH    ASSOCIATES       80 

Agency:    Wunderman.  Ricotta  & 
Kline.  Inc 

.  DILLON,  READ  &  CO.  INC 79 

Agency:   Doremus  &  Company 

DOW  THEORY  FORECASTS,  INC.  82 

Agency:   Thomas  &  Lee  Advertising 

LIONEL  D.  EDIE  &  COMPANY,  INC.  80 

Agency:    Ogilvy  &  Mather  Inc. 

□  EMPIRE   DIAMOND  CORPORATION  42 

Agency:    Dobbs  Advertising  Company, 
Inc. 

EXECUTIVE   SECURITIES   CORP 85 

Agency:    Promotion  Consultants,  Inc. 

FIRST  UNION  NATIONAL  BANK 

OF   NORTH   CAROLINA  3 

Agency:    Kincaid  Advertising  Agency, 
Inc. 

FORBES  MAGAZINE 73 

□  F.O.R.S.    INTERNATIONAL     86 

Agency:    FRA  International,  Inc. 

□  FORT  HOWARD  PAPER  COMPANY  58 

Agency:    Marsteller  Inc. 


□  FRUEHAUF    CORPORATION     4 

Agency:    Burton  Sohigian  Inc. 

FUNDSCOPE  81 

Agency:   Doremus  &  Company,  Ltd. 

THE    GREYHOUND    CORPORATION  6-7 

Agency:  Grey-North  Inc. 

GROWTH   FUND  RESEARCH,  INC.  88 

Agency:    Leland  Hill  Advertising 

GROWTH  INDUSTRY  SHARES,  INC.        .86 

Agency:    Hoffman-York,  Inc. 

INVESTMENT  TRAINING 

INSTITUTE,    INC.  84 

Agency:   Fred  Worrill  Advertising 

□  LINCOLN-MERCURY  DIVISION 
THE  FORD  MARKETING 
CORPORATION  17 

Agency:    Kenyon  &  Eckhardt 
Advertising.  Inc. 

LOS   WIGWAM    WEAVERS  86 

Agency:   Dunshee  and  Company 

□  MCDONNELL  DOUGLAS 
CORPORATION  20 

Agency:   J.   Walter  Thompson   Company 

MARTIN  MARIETTA 

CORPORATION  40-41 

Agency:   Redmond  Marcus  &  Shure 
Incorporated 

MANSFIELD  MILLS,   INC 85 

Agency:   The  Bowes  Company 

□  MILWAUKEE,  CITY  OF, 
DIVISION  OF  ECONOMIC 
DEVELOPMENT      38 

Agency:    Grabin-Shaw  Advertising, 
Inc. 

□  MISSOURI.  STATE  OF- 
COMMERCE  AND  INDUSTRIAL 
DEVELOPMENT  12,   43,   69 

Agency:    D'Arcy-MacManus- 
Intermarco,  Inc. 

MOODY'S  ADVISORS  & 

DISTRIBUTORS,  INC.  85 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

NATIONAL  DISTILLERS  AND 

CHEMICAL  CORPORATION  45  &  88 

Agency:  Doremus  &  Company 

□  NORTH  AMERICAN  ROCKWELL 
CORPORATION  57 

Agency:   Campbell-Ewald  Company 

NORTHERN  NATURAL  GAS 

COMPANY  71 

Agency:   Bozell  &  Jacobs,  Inc. 

PPG    INDUSTRIES,    INC 35 

Agency:   Ketchum,  MacLeod  &  Grove, 
Inc. 

THE  PADDINGTON  CORPORATION 
(ROYAL   AGES   SCOTCH)  10 

Agency:    Martin  Landey.  Arlow 
Advertising  Inc. 

PANHANDLE  EASTERN 

PIPE  LINE  COMPANY  88 

Agency:   Albert   Frank-Guenther   Law, 
Inc. 

□  pet    INCORPORATED         61 

Agency:    Stolz  Advertising  Company 

PHELPS    DODGE   CORPORATION  74 

Agency:    Compton  Advertising,  Inc. 

ROWE  PRICE  NEW  ERA 

FUND,    INC.     84 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

T.  ROWE  PRICE  AND  ASSOCIATES, 

INC.-INVESTMENT    COUNSEL      83 

Agency:   VanSant,  Dugdale  and 
Company.  Inc. 


FORBES,   AUGUST   15,    1971 


T.  ROWE  PRICE  GROWTH 

STOCK    FUND,   INC 87 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

PULLMAN    INCORPORATED         74 

Agency:    French  &  Preston,  Inc. 

RCA  COMPUTER  SYSTEMS 

DIVISION  Back    Cover 

Agency:  J.   Walter  Thompson   Company 

□  RANCO  INDUSTRIAL 

PRODUCTS    CORP.     42 

Agency:   Mt.  Pleasant  Advertising,  Inc. 

REPUBLIC  STEEL 

CORPORATION      3rd    Cover 

Agency:    Meldrum  and  Fewsmith,  Inc. 

REVIEW   MANAGEMENT  CORP 88 

Agency:    Doremus  &  Company,  Inc. 

REYNOLDS   &  CO.     50 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

R.  J.  REYNOLDS 

INDUSTRIES,    INC.     72 

Agency:    Long,  Haymes  &  Carr,  Inc. 

ROCKWELL  MANUFACTURING 

COMPANY  11 

Agency:   Marsteller  Inc. 

ROYAL  PALM  BEACH  COLONY  INC.  .  .  33 

Agency:   Intermedia,  Inc., 

a  Division  of  Ruder  &  Finn, 
Inc. 

□  RYDER  SYSTEM,   INC.     13 

Agency:   Mike  Sloan,  Inc. 

□  ST.  JOE  MINERALS  CORPORATION  65 

Agency:   Emil  Mark  &  Co.,  Inc. 

SALOMON    BROTHERS    76 

Agency:    Doremus  &  Company 

□  SAUNDERS    LEASING    SYSTEM    29 

Agency:    Luckie  &  Forney  Inc. 
Advertising 

SHEARSON,  HAMMILL  &  CO. 

INCORPORATED  72 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

SPEAR  &  STAFF,  INC. 
INVESTMENT  MANAGEMENT 

DIVISION      83 

Agency:   Alfred  S.  Buyer,  Inc. 

STANDARD  OIL  COMPANY 

(NEW    JERSEY)        88 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

□TRANSCO       75 

Agency:   Doremus  &  Company 

UNITED  AIRCRAFT 

CORPORATION       46-47 

Agency:   Cunningham  &  Walsh  Inc. 
Advertising 

□UNIVERSAL  OIL  PRODUCTS 

CO.     2nd    Cover 

Agency:   Campbell-Mithun,  Inc. 

UTAH    POWER   &   LIGHT  CO 86 

Agency:   Gillham  Advertising,  Inc. 

THE  VALUE  LINE 

INVESTMENT    SURVEY      78 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

89 


THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


The  secret  of  prolonging  life  con- 
sists in  not  shortening  it. 

—Ernst  von  Feuchtersleben 


Every  man  is,  or  hopes  to  be,  an 
idler.  —Samuel  Johnson 


People  who  have  nothing  to  do  are 
quickly  tired  by  their  own  company. 

—Jeremy  Collier 


Three  grand  essentials  to  happiness 
in  this  life  are  something  to  do,  some- 
thing to  love  and  something  to  hope 
for.  —Joseph  Addison 


There  is  a  natural  aristocracy 
among  men.  The  grounds  for  this  are 
virtue  and  talents. 

—Thomas  Jefferson 


High  society  is  for  those  who  have 
stopped  working  and  no  longer  have 
anything  important  to  do. 

— YVoodrow  Wilson 


One   way  to  get   the   most  out   of 
life  is  to  look  upon  it  as  an  adventure. 
—William  Feather 


If  you  wish  to  study  men  you  must 
not  neglect  to  mix  with  the  society 
of  children.  —Jesse  Torrey 


We  are  a  kind  of  chameleons,  tak- 
ing our  hue— the  hue  of  our  moral 
character— from  those  who  are  about 
us.  —John  Locke 


B.  C.  FORBES 

The  fittest,  not  the  richest, 
make  the  most  enviable  mark. 
Pampered  sons  of  plutocrats 
may  shine  for  a  time  in  "society" 
but  not  in  the  world  of  affairs 
and  of  service  unless  they  rip 
off  their  coats  and  get  to  work 
early  and  stay  late.  To  be  born 
with  a  golden  spoon  in  the 
mouth  is  more  of  a  handicap 
than  a  help  in  attaining  ivorth- 
while  success  in  this  age. 


Short   as   life   is,   we   make   it   still 
shorter  by  the  careless  waste  of  time. 
— \  ictor  Hugo 


High  fortune  makes  both  our  vir- 
tues and  vices  stand  out  as  objects 
that  are  brought  clearly  to  view  by 
the  light.  —La  Rochefoucauld 


What  others  say  of  me  matters  lit- 
tle, what  I  myself  say  and  do  matters 
much.  —Elbert  Hubbard 


It  is  fortunate  to  be  of  high  birth, 
but  it  is  no  less  to  be  of  such  char- 
acter that  people  do  not  care  to  know 
whether  you  are  or  are  not. 

Jean  de  la  Bruyere 


Mere   family    never    made    a    man 
great.  -Mikhail  Skobeleff 


Some  must  follow    and  some  com- 
mand, though  all  are  made  of  clay. 
—Henry    Wadsworth    Longfellow 


The  question  for  each  man  to  settle 
is  not  what  he  would  do  if  he  had 
means,  time,  influence  and  educa- 
tional advantages,  but  what  he  will 
do  with  the  things  he  has. 

-11  \milto\-  Wright  Marie 


A  great  fortune  is  a  great  servitude. 
—Seneca 


It  is  of  no  consequence  of  what 
parents  a  man  is  bom,  so  he  be  a 
man    of    merit.  —  Horace 


Perhaps  you  will  say  a  man  is  not 
young;  I  answer,  he  is  rich;  he  is  not 
gentle,  handsome,  witty,  brave,  good- 
humored,  but  he  is  rich,  rich,  rich, 
rich,  rich— that  one  word  contradicts 
everything  you  can  say  against  him. 

—Henry  Fielding 


Riches    ennoble    a    man's    circum- 
stances, but  not  himself. 

— Immaniel  K  \n  i 


There  is  one  piece  of  advice,  in  a 
life  of  study,  which  I  think  no  one 
will  object  to:  and  that  is,  every  now 
and  then  to  be  completely  idle,  to  do 
nothing  at  all.  —Sydney  Smith 


More  than  3.000  "Thoughts."  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  cluck  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue, 
New  York.  S.Y.  10011.  (Sales 
tax:  Sew  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . .  . 


Sent  in  by  Walter  A.  Johnson. 
Sun  City.  Calf.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  ifMs  used. 


Let  nothing  be  done  through  strife  or 
vainglory;  but  in  lowliness  of  mind 
let  each  esteem  other  better  than 
themselves.  Look  not  every  man  on 
his  own  things,  but  every  man  also 
on  the  things  of  others. 

— Philippians  2:3,4 
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Clarklift  fork  truck  launches  pleasure  boats  near  Lucerne,  Switzerland 


Tractor  scraper  reshapes  French  soil  for  a  new  reservii 


Electric  lift  truck  carries  engines  three  at  a  time 


Tractor  shovel  helps  build  new  Rotterdam  port. 


Clark  axles  give  a  logging  truck  plenty  of  tractioi 
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Michigan  tractor  shovel  clears  land  for  new  housing  in  Syria. 


»rmans  handle  their  beer  with  Clark  lift  trucks. 
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In  151  countries, 

Clark  Equipment 

gets  things  moving. 

Clark  lift  trucks  and  material  handling  systems. 

Michigan,  Hancock  and  Melroe  construction  machinery. 

Clark  axles  and  transmissions  for  heavy-duty  vehicles. 

Brown  truck  trailers,  truck  bodies  and  containers. 

Tyler  and  Delfield  food  refrigeration/display  equipment. 

Buchanan,  Michigan  49107 


CLARK 

EQUIPMENT 


Clarkliff,  Michigan,  Hancock,  Tyler,  Brown,  Cargo  Van,  Delfield,  Melroe  and  Bobcat  ore  trademarks  of  Clark  Equipment  Company. 

!r  refrigerated  cases  keep  food  fresh  in  Brussels. 

Night  life  in  Paris  for  a  Clark  Cargo  Van  truck  body.  Melroe  Bobcat  Loader  fills  a  ditch  fast. 
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YoM  get  more  radiation 
visiting  the  Statue  of  Liberty  than 
a  nuclear  power  plant 


The  Statue  of  Liberty  has  gi\  en  off  radiation 
since  the  It. 

Its  not  much  different  from  most  things  in 
the  w  orld.  lust  about  e\  en  thing  under  the  sun 
off  radiation. 

V  .  c\;-  \.\er  plants  are  no  exception 
The  fact  is.  General  Electric  nuclear  plants 

age  less  than  5  milliren^  the 

background  radiation  of  their  > 

•i  actual  radiation  measurements  of 
the s  reading- 

high  as  325  millirems  vear 

V,  ;•.:•  ust  about  the  cleanest 

-  make  electro 
ear  plants  don't  burn  anything.  And 


where  there's  no  fire,  there's  no  smoke.  So  they 
help  conserve  the  country's  irreplaceable  supply 
of  coal  gas  and  oil. 

General  Electric  pioneered  nuclear  plants 
fourteen  years  ago. 

id  GE  has  pioneered  major  refinements 
since  then.  Oi.ir  Aquafluor'  sen  ice  reclaims 
uranium  from  w  astes  for  reuse.  And  solidifies 
and  compacts  w  hat's  left  over  for  permanent 
stor, 

CE  is  working  with  utilities  to  find  new  w  a)  > 
to  control  the  thermal  effects  of  power  plants. 

The  people  at  General  Electric  are  (rv/'ng  to 
help  utilities  keep  ahead  of  your  demand  for 
electricity  The  cleanest  w  a\  w  e  know  how. 
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V^^ur  tag  carries  a  lot  of  weight. 

With  consumers,  retailers  and  manufacturers. 

The  Wear-Dated®  tag  guarantees  clothing  for  a 
year's  normal  wear,  or  we  pay  for  what  you  bought. 
The  whole  price.  That's  quite  a  promise. 

Consider,  our  guarantee 
covers  fabrics  we  don't  weave 
and  clothes  we  don't  make, 
sold  in  stores  we  don't  own. 
We  can  do  this  because 
we  don't  give  the  tag  to  everyone.  Just 
those  who  use  our  fibers  right.  And 
our  testing  lab  tells  us  who  they  are. 

This  is  no  reaction  to  the  new"con- 
sumerism'.'  We've  made  the  promise 
for  nine  years,  because  we  know  our 
fibers  can  live  up  to  it.  Our  Acrilan® 
acrylic,  our  Monsanto  Nylon  and  our 
Monsanto  Polyester. 
We  count  on  them  just  as  we  count  on  every- 
thing we  develop.  From  Astroturf  ®  to  electronic  com- 
ponents, to  hybrid  pigs,  to  environmental  control 
systems,  to  thousands  of  surprising  products  — 
andpromises-atMon$ant0: 

the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  TEXTILE  PRODUCTS. 

WRITE  BOX  G5EBE2, 

MONSANTO  COMPANY. 

800  N.LINDBERGH  BLVD.. 

ST  LOUIS.  MO.  63166 
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Side  Lines 


Arthur  Jones 


Arthur-on-the-Spot 

It  was  not  with  any  sense  of  clairvoy- 
ance that,  in  June  of  1970,  we  decided 
to  experiment  by  opening  our  first  for- 
eign bureau,  in  London.  We  freely  admit 
that  we  couldn't  foresee  the  recent  events 
involving  the  dollar  that  are  producing  the 
greatest  change  in  the  international  mone- 
tary picture  since  the  Bretton  Woods  Con- 
ference back  in  July  1944— though  we  cer- 
tainly were  aware  of  the  possibility.  After 
all,  the  U.S.  inflation  and  the  sheer  vol- 
ume of  the  dollars  sloshing  around  in  the 
world's  money  markets  could  hardly  fail 
to  have  portentous  long-range  results. 

But  that  wasn't  our  central  motivation. 
Rather,  we  were  impressed  by  the  increas- 
ing number  of  American  companies  that 
were  leaning  heavily  on  foreign  earnings 
for  a  hefty  share  of  their  total  earnings. 
Clearly,  therefore,  what  was  happening 
overseas  was  becoming  more  important  to 
U.S.  business— and  hence  to  the  readers  of 

Fohbes.  So  we  opened  a  modest  one-man  bureau,  the  one  man  being 
Senior  Editor  Harold  Lavine. 

Lavine  spent  the  following  year  roaming  over  England  and  the  Con- 
tinent reporting  not  on  news  events  but,  in  the  Forbes  fashion,  search- 
ing for  the  stories  behind  the  news  events.  His  task  was  not  an  easy 
one,  since  Forbes  is  read  by  an  essentially  American  audience;  his  sto- 
ries on  European  business  had  to  be  ones  of  interest  in  this  country. 
One  of  his  early  efforts  was  a  piece  on  du  Pont's  burgeoning  Euro- 
pean operations.  Another  pulled  back  the  veil  on  Switzerland's  Nestle, 
which  does  a  considerable  volume  of  business  in  the  U.S. 

Judging  from  the  favorable  reader  reaction  to  our  stories  from  Eu- 
rope, the  experiment  was  a  success.  Hal  Lavine  has  just  returned  to 
New  York  from  his  London  assignment  and  has  turned  the  bureau 
managership  over  to  Associate  Editor  Arthur  Jones,  a  Lancashireman 
by  birth  and  an  Oxford  graduate.  For  Jones,  though  he  has  spent 
most  of  the  past  13  years  working  in  the  U.S.  both  as  a  journalist 
and  in  government,  the  assignment  of  course  represents  a  homecom- 
ing. (Not  so  for  his  wife  and  three  children,  all  U.S. -born.) 

Apart  from  his  writing  and  reporting  talents,  Arthur  is  well-suited 
to  his  new  post  because  his  interests  and  experience  lean  toward 
matters  international.  While  on  our  staff  in  New  York,  he  wrote  a 
memorable  story  about  the  billionaire  Greek  and  Chinese  shipowners 
and  covered  stories  about  trends  in  British  and  Canadian  business. 

Even  before  he  left  for  London,  Jones  had  interviews  lined  up  for 
half  a  dozen  stories  in  Europe— as  we  discovered  when  the  phone 
rang  during  a  recent  staff  meeting  in  New  York.  "It's  for  you,  Arthur," 
said  the  man  answering  the  phone.  "The  Prince  is  calling."  The  prince 
in  question  was  Rainier  of  Monaco,  who  besides  being  a  prince  is  also 
engaged  in  a  wide  variety  of  business  dealings. 

Our  clever  Lancashireman  is  now  installed  in  Forbes'  offices  at  the 
corner  of  Cannon  and  Friday  streets  in  The  City,  London's  financial 
district.  From  that  vantage  point  he  will  be  attempting  to  ferret  out 
what  our  readers  need  to  know  about  business  abroad.   ■ 
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FOREIGN 


Follow  the  Star 

The  big  bright  Texaco  star  is  a 
reassuring  sight  for  lost  motorists 
in  five  European  countries  when  it 
appears  on  the  motorcycle  helmet 
of  a  Texaco  Tourist  Pilot.  The  pi- 
lots, attractive,  multilingual  college 
students  with  motorscooters  and 
maps,  lead  puzzled  foreign  visitors 
back  onto  the  right  road  and  ex- 
plain the  intricacies  of  driving  in 
a  strange  city.  Started  as  a  public 
relations  scheme  in  Oslo  nine  years 
ago,  the  idea  has  been  so  success- 
ful that  on  a  busy  summer  day  in 
Stratford-On-Avon,  England,  Tex- 
aco pilots  gave  aid  to  4,000  lost 
motorists.  How  about  putting  a 
few  in  Los  Angeles? 

Do  or  Nyet? 

Can  bowling  succeed  in  Russia? 
AMF,  the  company  that  boomed 
with  the  Sixties'  bowling  fad,  is 
crossing  its  fingers  and  hoping  so. 
Last  month  the  company  put  on 
display  a  four-lane  model  of  bowl- 
ing equipment  in  Moscow's  Gorky 
Park.  If  the  Russian  response  is  a 
firm  "da,"  AMF  will  begin  market- 
ing the  equipment  through  its  Japa- 
nese distributor,  C.  Itoh  &  Co. 


BUSINESS 


GQ  Goes  Straight 

Gentleman's  Quarterly,  the  male 
counterpart  of  Vogue,  is  forsaking 
the  Carnaby-inspired  clotheshorse 
look  and  betting  its  wad  on  the 
real  thoroughbred.  Unprecedented 
feedback  from  readers  (and  pre- 
sumably advertisers),  irate  over  re- 
cent flamboyantly  tasteless  styles, 
prompted  GQ  to  reverse  its  edito- 
rial policy.  At  a  mea  culpa  press 
conference,  publisher  Bernard  J. 
Miller  announced  GQ  will  steer 
away  from  brilliant,  bizarre  fash- 
ions to  push  the  return  to  the  look 
of  the  gentleman— complete  with 
gentlewomen— that  was  conspicu- 
ously absent  from  the  magazine. 

The  Smaller  the  Belter 

Earl  A.  Scheib  began  painting 
cars  on  a  dusty  lot  in  Los  Angeles 
34  years  ago  and  struck  it  rich. 
California,    with    its    dry    weather 


and  endless  cars,  was  an  ideal  mar- 
ket. Today  Earl  Scheib,  Inc.  owns 
nearly  200  paint  shops  across  the 
country  that  will  paint  more  than 
300,000  cars  this  year,  more  than 
anyone  else  except  Detroit's  Big 
Three.  Most  of  the  paint  jobs  are 
done  for  $29.95,  a  price  Scheib  has 
held  for  33  years.  He  doesn't  ex- 
pect to  increase  it,  either.  One  rea- 
son is  volume,  another  is  that  he 
makes  his  own  paint.  But  what 
helps  most  is  the  trend  to  smaller 
cars,  which  take  less  time  and 
paint.  No  wonder  Scheib  is  think- 
ing about  expanding  into  Western 
European  countries,  where  nearly 
all  cars  are  small. 

Grape  Growth 

The  steady  growth  in  American 
wine  consumption  to  over  250  mil- 
lion gallons  has  been  good  news 
to  American  vintners.  For  instance, 
Taylor  Wine  Co.  of  Hammonds- 
port,  N.Y.  recently  announced  its 
results  for  fiscal  1971  (ended  June 
30) :  sales  of  $40.8  million,  up  17%, 
profits  of  $5  million,  up  18%.  That 
comes  to  a  heady  12.2%  margin  on 
fruit  of  the  vine  sales. 

Isaak  Walton,  Ph.D 

Catching  red  snapper,  which 
gather  in  inaccessible  places  like 
rock  piles,  requires  the  most  primi- 
tive form  of  fishing— a  handline 
tossed  over  the  side  of  the  boat. 
But  by  installing  sonar,  some  com- 
mercial fishermen  have  been  able 
to  double  their  red  snapper  catch. 
The  fish  show  on  the  sonar  screen 
as  a  bright  glow,  the  intensity  of 
which  tells  the  captain  whether 
there  are  enough  fish  below  to 
warrant  dropping  his  lines. 

Small  Wonder 

It's  hard  to  dispose  of  such  poi- 
sonous pollutants  as  naphtha,  ben- 
zene,  lacquer  and  paint  thinners, 


but  a  Louisiana  microbiologist  has 
found  four  strains  of  bacteria  that 
enjoy  feasting  on  them.  After  the 
microbes  ingest,  the  end  products 
are  salicylic  and  amino  acids, 
which  are  not  harmful  to  fish  or 
aquatic  life.  The  hope  is  that  the 
microbes  can  be  placed  in  bio- 
ponds  used  by  many  plants  as  efflu- 
ent treatment  basins. 

Never  the  Twain  .  .  . 

Universities  differ  too  fundamen- 
tally from  businesses  ever  to  per- 
mit the  conversion  of  campus  into 
corporation.  Professor  James  Sur- 
face of  Vanderbilt  University  says 
that  contrary  to  the  common  view, 
universities  are  too  diffused  in  own- 
ership and  authority  to  fully  utilize 
corporate  techniques.  Too  many 
groups  compete  to  direct  the  course 
of  the  schools,  and  no  one  individ- 
ual or  group  has  authority  equal  to 
his  responsibilities.  Nor,  says  Sur- 
face, can  the  university  hope  to  ac- 
curately measure  its  progress  in 
figures  as  a  business  can.  Best  pos- 
sibility: piecemeal  use  of  some 
corporate  designs  and  practices  to 
improve  university  functioning. 

High  Cost  of  Paradise 

Those  who  dream  of  deserting 
the  urban  jungle  for  rural  peace 
had  better  have  strong  financial 
backing.  The  cost  of  farming  is 
soaring,  says  Dr.  Virgil  Crowley  of 
Penn  State  University.  For  exam- 
ple, the  new  farmer  these  days 
needs  a  minimum  of  $25,000  in 
capital  investment— and  must  be 
willing  to  labor  long  hours— to  pro- 
duce an  average  income  equiva- 
lent to  about  $6,000.  The  culprits: 
inflation  (Pennsylvania  farm- 
land has  more  than  tripled  in  price 
since  1950),  larger  farms  and  ex- 
panding mechanization.  It  might 
be  cheaper  to  hang  on  to  the  win- 
dow boxes  and  keep  dreaming.   ■ 


"^ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
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READERS  SAY 


Positive  Aspects 

Sib:   Your  report  on  the  recent  East/ 
West     Trade     Conference     in     Budapest 
(Forbes.    July    15)    quotes    me    or.    the 
difficulties   of  doing  business   in   Eastern 
Europe.    Unfortunately,    it    neglects    the 
positive   aspects  of   the   matter:    the  ob- 
vious   sincerity    of    our    East    European 
partners,  their  remarkable  efforts  to  rec- 
oncile  differences   in   economic   thinking 
and  their  strict  adherence  to  agreements 
reached.   Please   set   the   record   straight. 
— H.E.  Kempe 
District  Manager, 
Eastern  Europe, 
Ford  of  Europe  Inc. 
Brentwood,  England 

Network  Cinema 

Sib:  Regarding  your  article  on  the 
Jerry  Lewis  Cinema  franchises  (Forbes, 
July  1),  1  am  one  of  the  small  business- 
men you  mentioned  who  had  purchased 
the  rights  to  three  territories— Indiana, 
Kentucky  and  Ohio.  Your  article  is    "all 

Ut  t. " 

You  made  the  statement  that  they  give 
me  a  road  map  and  a  pat  on  the  back. 
This  is  not  true.  They  have  done  much 
more  for  me  than  that.  I  have  been  in 
this  business  now  for  a  little  over  a  year 
and  have  met  more  people,  not  only  in 
my  fair  town  but  all  over  the  country, 
than  I  would  ever  hope  to  meet. 

Not  knowing  anything  about  the  busi- 
ness when  I  went  into  this  Venture,  Net- 
work Cinema  Corp.  trained  me  and  is 
still  training  me  in  locations  and  movie 
industry  salesmanship,  etc.,  at  regularly 
held  three-day  seminars.  I  have  three 
theaters  open  now  in  Indiana.  I  will  have 
five  theaters  open  in  Indiana  bv  the 
fall  of  1971. 

—James  Sarbinoff 

President, 

Mid-State  Cinema  Corp. 

Carmel,  End. 

Perhaps  Forbes  employed  journalistic 
license  in  referring  to  the  "road  map  and 
a  pat  on  the  hack."  While  Mr.  Sarbinoff 
luis  had  a  good  experience  to  date  tilth 
S'etuork  Cinema,  we  still  think  it's  too 
early  to  judge  Network  Cinema's  ulti- 
mate success— Ed. 

Oil  Drilling  Program 

Sir:  As  president  of  the  Oil  Invest- 
ment Institute  and  Inexco  Oil  Co.,  I 
clearly  disagree  with  your  view  of  the 
investment  merits  of  an  oil  and  gas  drill- 
ing program  (Forbes,  July  15).  I  found 
most  dismaying  the  inference  that 
Messrs.  [John]  King  and  [Realto  P.]  Clin- 
ton represent  the  oil  program  industry 
and/or  the  types  of  programs  investors 
need  participate  in.  While  I  cannot  com- 
ment on  the  operations  of  Messrs.  King 
and  Clinton,  neither  of  whom  are  mem- 
bers of  the  Oil,  I  can  say  that  in  no 
way  should  they  be  considered  repre- 
(Continued  on  page  60) 


Knitwear 

Sportswear 

Children's  Clothing 


These  are  just  a  few  of  the  products  made  by  U.S. 
Industries'  Apparel  &  Accessories  market  group. 
Accounting  for  24%  of  USI's  total  operating  profit, 
last  year  this  group  contributed  over  $329  million 
to  USI's  total  sales  of  $1.2  billion. 

II  U.S.  Industries,  Inc. 
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Makes  you  glad  you're  in  the  service  business.      1 


And  we're  in  it  all  the  way.  What  with  Occidental  Life  of 
California,  United  Artists  (movies,  records,  broadcasting),  Pacific 
Finance  Loans, Transamerica  Title  and  Transamerica  Development 
(real  estate),  Transamerica  Computer,  Trans  International  Air- 
lines, Budget  Rent-A-Car,  Foreign  Study  League  and  30  other 

subsidiaries.  a^  TpansamBplca  Corporation 


At 


your  service. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


SMELLING  LIKE  A   ROSE 


Just  when  everybody  was  concluding  that  the  Presi- 
dent and  his  reelection  chances  were  sinking  to  the  bot- 
tom of  the  economic  barrel,  Mr.  Nixon  comes  climbing 
soaring,  I  guess,  is  a  better  word)  out. 

Smelling,  by  and  large,  like  a  rose. 

To  be  sure,  the  President's  dramatic  moves  to  curb  in- 
flation and  bring  some  semblance  of  balance  to  our  woeful 
dollar-foreign-currency  imbalance  is  not  a  panacea,  is  far 
from  painless,  and  each  move  will  require  another  on  into 
the  indefinite  future.  But  drift  to  disaster  is  ended;  the 
measures  are  neither  half-hearted,  nor  half-baked;  they're 


sweeping  and  mostly  sensible,  sound. 


*   *   *   * 


Incidentally,  between  his  fabulous  breaching  of  the  Chi- 
na Wall  and  this  forceful  facing  up  to  our  economic-mone- 
tary perils,  a  lot  of  the  Nixon  critics'  venomous  cliches  will 
also  have  to  undergo  reevaluation  .  .  .  and  the  way  Treas- 
ury Secretary  Connally  came  across  during  the  rough  press 
grilling  following  the  Presidential  message  was  impressive. 
His  sensible  candor  added  an  intangible  but  very  real  de- 
gree of  worth  to  the  program.  Connally  critics,  too,  have 
some  reappraising  to  do. 


NATIONAL  CAN  COMPANY 

The  Corporate  Fink  Whose  "Cute"  Unacute  Quickie  In-  And  All  The  Rest  Have  Had  To  Follow  At  The  Price  Of 

Hationary    Labor    Agreement    Six    Months    Ago   Set   The  Serious   Setbacks   To   The   Administration's   Anti-inflation 

Pattern  That  The  Can  Companies,  The  Copper  Compa-  Efforts  And  Thus  This  Fink  Helped  Immensely  To  Funk 

nies.   The   Aluminum   Companies,   The   Steel   Companies  Up  The  Pace  Of  The  Economy's  Recovery. 


NOT  DEAD  BUT  BREATHING  HARD 


U.S.  Steel. 

It's  probably  hard  for  the  younger  generation  to  realize 
what  a  giant  in  every  way,  shape  and  form  United  States 
Steel  once  was  in  our  economy.  This  fabled  ogre  of  corpo- 
rate folklore  is  now  sick  and  tired,  more  likely  to  be  pitied 
than  pilloried. 

Since  Ben  Fairless'  two  firm  fists  let  go  of  the  steering 
wheel,  this  Big  One  has  fumbled  from  one  costly  wrong 
decision  to  another;  been  heard  when  silence  would  have 
been  wiser,  been  silent  when  speaking  up  was  in  order; 


spent  wads  for  what  often  were  the  wrong  new  facilities 
and  "saved"  on  investing  in  new  techniques  when  salvation 
lay  in  spending,  in  modernizing.  Ironically,  the  most  intelli- 
gent thing  it  has  done  in  years  is  the  recent  dividend  cut. 

Sure  it's  still  big,  still  breathing.  But  it's  a  terribly  long 
way  from  the  pinnacle  of  firm  and  foresighted  leadership 
that  was  once  its  role.  Fortunately  a  couple  of  other  steel 
outfits  are  displaying  the  vigor  and  the  imagination  on 
which  this  vital  industry's  future  depends. 

It's  sad,  though,  to  see  the  giant  in  such  need  of  succor. 


ANOTHER  GOOD  THING  TO  BE  SAID  FOR  THE  DRAFT 


Congress  is  considering  legislation  that  will  permit 
medical  doctors  to  escape  military  duty  if  they  agree  to 
practice  at  least  four  years  in  areas  that  the  Government 


determines  badly  need  physicians. 

After  four  years,  who  knows— some  of  'em  might  come 
to  like  being  at  where  they're  needed  most. 
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LOCKHEED:    EXPENSIVE  PYRRHICISM 


The  Administration  finally  got  Lockheed  a  quarter  of 
a  billion  dollars  by  the  skin  of  Congress'  teeth— a  one- 
vote  majority  out  of  97  cast  in  the  Senate,  a  three-vote 
majority  out  of  381  in  the  House. 

Now  $250  million  to  "save"  Lockheed  might  seem  like 
a  lot  of  money  to  you  and  to  me.  In  the  aerospace  busi- 
ness it's  peanuts,  and  this  paper-dollaring  over  the  gap- 
ping holes  in  the  Lockheed  structure  won't  succeed  in  any 
way  intended.  This  country  just  cannot  afford  to  keep 
afloat  a  half  dozen  enormous  aerospace  complexes. 

The  best  of  'em  with  a  bit  of  luck  and  outstandingly 
capable  managements  are  making  it— North  American 
Rockwell,  McDonnell  Douglas  and,  yes,  Boeing.  They've 
been  able  to  cut  the  cloth  to  fit,  to  stay  relatively  healthy, 
and  to  do  it  as  competitive  free  enterprises,  to  do  it  with- 
out going  broke  despite  many  diverse  and  dire  difficulties. 

Now  I  suppose  the  Administration,  having  put  its  neck 


out  with  the  Lockheed  bail,  will  see  that  assorted  de- 
fense contracts  go  Lockheed's  way— at  the  expense,  of 
course,  of  the  other  now-healthy  outfits. 

The  British  are  grateful,  naturally,  because  they  think 
they'll  see  the  near-gone* market  for  Rolls-Royce's  jet  en- 
gines salvaged.  In  that  sense,  the  Lockheed  People's  Gift 
should  be  lumped  under  foreign  aid— indirect. 

Deputy  Secretary  of  Defense  David  Packard,  one  of 
the  ablest,  soundest  business  types  ever  to  work  in  and 
at  the  Department  of  Defense,  is  developing  a  much  more 
viable  (gad,  I  hate  that  word!)  contract  arrangement  in- 
volving cost  plus  incentive.  That,  plus  a  sharp  reduction 
by  brokeness  or  defense  industry  combinations  by  consent, 
can  mean  a  most  healthy  future  for  the  surviving  entities. 
And  we  must  remember  that  survival  of  a  few  good  and 
capable  corporate  defense  giants  is  quite  essential  to  the 
survival  of  this  Land. 


LIFE 


Everything's  relative. 

Joy  is  a  state  of  mind  vis-a-vis  sadness.  You  can't  have 
one  without  the  other. 

And  would  we  want  it  any  other  way? 


No. 

When  you've  got  sadness. 

Yes. 

When  you've  got  joy. 


PREDICTION:   DEMOCRATIC  NOMINEE   ON  THE  FIRST  BALLOT 


At  this  time  when  everybody  is  deploring  or  applauding 
the  plethora  of  Democratic  Presidential  aspirants,  I  predict 
all— or  nearly  all— the  perspiring  aspiring  will  have  expired 
by  convention  time;  that  there  will  be  a  first-ballot  nom- 
inee in  Miami. 

Having  a  spotty  (to  use  the  most  charitable  word)  rec- 
ord in  the  field  of  political  predicting,  I  am  fearlessly  pre- 
pared to  be  wrong  again. 

But  just  run  down  the  list  of  hopefuls  and  a  bit  of 
elementary  analysis  reduces  the  Many  to  One  Probability, 
with  the  rest  unlikely  to  be  hit  by  convention  lightning. 

Jackson?  Favorite  of  the  hardhats,  his  principal  distinc- 
tion is  in  being  the  only  Hopeful  who  is  an  outspoken 
Vietnam  hawk.  'Nuff  said. 

Bayh?  A  new  face,  indeed,  but  from  it  comes  an  in- 
exhaustible supply  of  exhausted  cliches.  Combining  this 
talent  with  a  facile  cleverness  at  avoiding  Answers  and 
Positions  leaves  him  flat  on  his  New  Face. 

McCarthy?  Nineteen-sixty-eight's  different  drummer  has 
turned  out  to  be  as  hollow  as  some  of  us  said.  No  real 


number  of  young  will  march  to  that  empty  beat  again. 

Kennedy?  There  are  many  indications  that,  fairly  or  un- 
fairly, an  increasing  majority  of  voters  clearly  don't  feel  he 
is  the  stuff  of  which  they  prefer  to  have  Presidents  made. 

Mills?  This  astute,  tough  Congressional  Powercenter  is 
the  likeliest  dark  horse  should  deadlock  move  the  action 
from  kleig-lit  convention  floor  to  smoke-filled  back  rooms. 

Humphrey?  This  warm,  infinitely  informed  and  complete 
gentleman  has  all  the  heart  and  head  it  takes  to  be  a  great 
President.  But  for  all  the  wrong  reasons,  he  remains  a 
victim  to  the  Johnson  Administration's  mistakes. 

Lindsay?  His  defection  will  win  no  discernible  affection 
in  Democratic  rollcalls. 

McGovem?  If  he  could  talk  face  to  face  with  enough 
Young  and  many  of  their  parents,  he'd  stand  a  good 
chance.  In  the  unlikely  event  that  he  could  win  a  couple 
of  early  primaries,  McGovem  would  be  the  only  plausible 
threat  to  the  far-out-front  Frontrunner,  who  is 

Muskie. 

He  has  to  beat  himself,  and  isn't  apt  to. 


A  LITTLE  CHICKEN  MAKES  BIG  LION 

The  only  lions  that  get  to  be  big  lions  are  lions  who 
know  when  to  be  a  little  chicken. 


PROFUNDITY 

It's  better  to  be  wrong  sometimes 
than  all  the  time. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 
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SOME  HERMES  CALCULATE.  SOME  TYPE. 
ONE  DOES  BOTH. 


There  are  twelve  Hermes  Calculators.  All 
give  a  credit  balance.  And  all  give  a  permanent 
printed  record  of  your  calculations.  For  example 
the  Hermes  167  and  367  perform  the  four  basic 
arithmetic  functions.  UJ* — 

The  167  comes  with 
memory  storage, 
automatic  recal 
and  constant. 


Need  more  sophistication?  We  have  three 
electronic  printing  calculators.  One  is  program- 
mable. All  compute  in  milliseconds.  And  print 
answers  at  a  speed  of  80  characters  per  second. 


n.Htnt.Jt 


tpaaffi 


If  you're  interested  in  typewriters,  we  have 
eight.  You  won't  find  a  better  lightweight  and 
inexpensive  electric  for  your  office  than  the 
Hermes  10.  Like  the  portable  Hermes  3000  and 


heavy  duty  Hermes  Ambassador  Electric,  you  get 
Flying  Red  Margins"  to  show  you  at  a  glance  where 
your  margins  are.  An  unjamming  key  so  your 
fingers  and  paper  don't  get  smudged.  Half  line- 
spacing  so  things  like  f  120  and  80  degrees  are  more 
accurately  typed  I  l.O  and  80 

When  you  want  a  bunch  of  copies,  our  elec- 
trics give  you  nine  crisp  carbons.  ( )ften  saving 
your  secretary  a  trip  to  the  copier. 

And  if  you  nca\  something  to  speed  your 
invoicing,  there's  our  one  machine  that's  two 
machines  The  I  lermcs  II  Electronic  Invoicer. 
A  programmed  typewriter  combined  with  an 
electronic  calculator.     B 


But  perhaps ihe  biggest  advantage  you  get  in 
owning  a  I  lermefi  is  durability.  I  lermes  are  Swiss 
engineered.  Parts  are  often  designed  to  do  more 
than  one  job.  This  lets  us  build  fewer  but  gutsier 
clutch  assemblies,  multiplication  wheels,  gears  and 
cogs.  So  every  1  lermes  has  just  as  much  brawn  as 
brain.  Whether  it  calculates.  Types.  Or  does  both. 

If  you  only  wan\  to  buy  once,  buy  a  "Hermes. 


HERMES 


Paillard  Incorporated 

Attention  advertising  department 

1900  Lower  Road,  Linden,  N.J. 07036 

Other  products:  Bolex  movie  equipment, 

Hasselblad  cameras  and  accessories. 

Please  send  me  information  on:  Q  Adders  Q  Multipliers 

Q  Calculators  Q  Electronic  Calculators  Q  Programmable 

Electronic  Calculators  Q  Electric  Office  Typewriters 

Q  Manual  Office  Typewriters  Q  Portables  Q  Electronic 

Invoicing  Machine. 

Name 


Title 

Address. 

City 


.Company. 


.State 


.Zip . 


Don't  leave  cash  management  to  chance. 


Leave  it  to  C&S  Bank. 
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57.  ON 

89  BUSINESS 

58.  LONG 

90  IDENTITY 

59.  ON 

91.  BANKS 

60.  DOLLAR 

92.  CONTROL 

61.  FUNDS 

93  ARE 

62.  ON 

94   OPERATIONS 

63.  WHEREVER 

95   PROFIT 

64.  MEAN 

96   HAND 

For  starters,  write  in  your  own  sign. Then  tackle  the  others. 


We'll  find  fresh  ways  for  your  company  to  deal  with  its 
fortunes.  Whatever  your  sign,  your  future  can  include 
efficient  C&S  cash  management. 

Any  corporate  Leo  knows  that  cash  management 
means  cash  control,  such  as  collectibility  of  checks, 
availability  of  funds  and  using  disbursement  float  to 
offset  deposit  float.  That's  why  C&S  has  many  kinds  of 
cash-management  programs. 
Two  important  ones. 

Post  Office  Box  Collection  Service:  for  those 
Virgos  and  Tauruses  who  don't  want  to  lose  time  and 
money  through  mail-time  delay.  Positioned  strategically 
at  the  hub  of  the  Southeast,  C&S  collects  a  monthly 
total  of  1.2  million  items  — or  $400  million  for  318  lock 
boxes.  Plus,  C&S  was  the  first  Georgia  bank  to  offer 
optical  character-recognition  capabilities. 

Concentration  Account  Service:  especially  for 
those  Libras  and  Sagittariuses  who  operate  regionally, 
in  multiple  locations.  C&S  recently  worked  out  a 
program  for  a  firm  with  over  1,000  locations  — showing 
them  how  to  increase  their  available  funds 
substantially. 

We  also  participate  in  the  National  Data 
Corporation  Instant  Bank  Deposit  Reporting  Service. 


It's  a  system  which  speeds  cash  information  from 
points  across  the  nation  to  C&S,  and  to  your  central 
financial  office. 

By  minimizing  idle  funds  and  increasing  cash 
availability,  you  can  increase  your  daily  average 
usable  cash  by  up  to  100%. 

According  to  the  stars,  you're  going  to  have  some 
complex  cash-management  problems  to  face.  And 
according  to  our  experience  regionally  and  nationally, 
C&S  can  help  you  out.  Just  like  we've  been  helping  80 
of  Fortune's  top  100  companies  who  bank  with 
us  now. 

Since  this  is  the  dawning  of  the  age  of  inquiries, 
call  us  if  you  want  to  know  more  about  C&S  cash 
management.  East  of  the  Mississippi  it's  George 
Sherling  in  New  York  (212)  753-1880  or  Richard 
Carpenter  in  Atlanta  (404)  588-2253.  West  of  the 
Mississippi  call  Herb  Falkenberg  in  Los  Angeles  (213) 
388-2359  or  Peter  Isop  in  Atlanta  (404)  588-2275. 
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Let  us  show 

what  we  can  do  for  you. 


The  Citizens  and  Southern  Banks  in  Georgia. 


Forbes 


Export  or  Die 

The  answer  for  the  U.S.,  if  President  Nixon's  new  eco- 
nomic plan  works  out,  will  be  most  definitely  export. 


Amid  the  welter  of  commentary  about 
President  Nixon's  economic  moves,  the 
central  point  to  keep  in  mind  is  that 
he  intends  to  try  to  make  the  U.S.  a 
powerful  exporting  nation  once  again. 

That  is  why  the  Nixon  Administra- 
tion is  not  only  willing  but  anxious 
to  see  the  dollar's  value  depreciate  in 
relation  to  some  currencies— notably 
the  Japanese  yen— by  as  much  as  12% 
to  15?.  It  is  also  the  central  reason  for 
proposing  to  give  U.S.  industry  a  10% 
investment  tax  credit  and  other  tax 
deferral  programs  to  be  announced 
later.  These  moves  will  encourage 
more  plant  investments  in  the  U.S.,  as 
opposed  to  investment  in  foreign 
countries.  And,  of  course,  they  will 
make  production  abroad  for  the  huge 
American  market  correspondingly  less 
attractive. 

The  reversal  of  past  U.S.  trade 
bends  is  of  course  a  worthy  objec- 
ts <•:  Successive  administrations  have 
watched  what  was  once  a  $4-billion 
surplus  of  exports  over  imports  dwin- 
dle to  what  could  well  turn  out  to 
K  a  Sl-billion  trade  deficit  this  year. 
But  like  all  good  things  in  this  world, 
achieving  it  will  come  only  at  a  price. 
For  the  rest  of  the  world,  the  prin- 
cipal fact  of  life  in  the  near  term  will 
be  the  need  to  realign  the  value  of 
their  currencies  vis-a-vis  the  dollar, 
making  the  value  of  their  goods  dear- 
er in  the  U.S.  Also,  within  a  year, 
the  chain  of  events  set  off  by  Nixon's 
program  must  result  in  a  reform  of 
the  international  monetary  system. 

Far  from  frightening  the  experts 
reached  by  Forbes  in  the  hectic  days 
just  after  the  President's  message  on 
Aug.  15,  these  prospects  were  con- 
sidered as  both  desirable  and  long 
overdue.  The  experts  regarded  the 
wage-price  freeze,  highly  visible 
though  it  is,  as  of  basically  second- 
ary importance  in  the  Nixon  package. 
To  them,  it  is  a  move  whose  benefits 
would  be  extremely  temporary  if  the 
international  portion  of  the  Nixon 
program  fails. 

Last  June,  in  fact,  the  wage-price 
freeze  was  pictured  in  Forbes  as  in- 
evitable by  renowned  monetary  ex- 
pert Edward  M.  Bernstein,  one  of  the 


architects  of  the  international  mone- 
.  tary  system  which  was  fashioned  at 
the  Bretton  Woods  Conference  in 
1944.  Bernstein  has  been  writing  that 
the  dollar  was  overvalued,  and  he  ap- 
proves of  its  current  depreciation— his 
precise  word.  His  only  worry  is  that, 
for  prestige  reasons,  the  U.S.   might 


seek  to  make  that  depreciation  too 
small.  On  the  other  hand,  he  says, 
looking  up  from  a  report  that  he  was 
preparing  to  send  to  the  world's  cen- 
tral banks,  "If  there  is  a  12%  to  15% 
depreciation,  there  will  be  a  backflow 
of  $10  billion  to  the  U.S.  in  the  next 
six  months."  Such  a  sum  would  be  al- 
most double  the  current  annual  rate 
of  the  balance-of-payments  deficit. 

Bernstein's  perspective  ties  right  in 
with  that  of  John  R.  Petty,  the  re- 
spected Assistant  Secretary  of  the 
Treasury  for  International  Affairs. 
"We  want  to  influence  sourcing  deci- 
sions," says  Petty— meaning  that  the 
objective  is  to  make  it  more  attrac- 
tive for  a  multinational  American 
company  to  produce  its  goods  in  She- 
boygan or  Pittsburgh  or  Alameda 
than  in  Marseilles  or  Kaiserslautern  or 
Hong  Kong. 

A  quick  sampling  of  such  major 
exporters  and  foreign  producers  as 
General  Electric,  Caterpillar  Tractor, 
Ingersoll-Rand  and  Dow  Chemical 
indicates  that  the  proposed  10%  invest- 
ment tax  credit  will  almost  certainly 
encourage  production  in  the  U.S.  as 
opposed  to  production  by  those  same 
companies  abroad.  And  even  more  en- 
couragement is  on  the  way  when  the 
Treasury  reintroduces,  for  likely  con- 
gressional passage,  the  bill  setting  up 
the  Domestic  International  Sales 
Corp.  (DISC).  DISC  will  allow  U.S. 
companies  to  defer  taxes  for  18 
months  on  income  that  is  plowed  back 
into  exports— as  they  may  now  do 
with  income  earned  abroad  by  foreign 
subsidiaries. 

In  brief,  the  whole  multinational 
business  game  of  the  past  two  decades 
is  changing,  with  the  balance  shift- 
ing back  more  toward  U.S.  production 
for  export.  Who  will  be  hurt?  Japan 
will  be  hurt  as  its  currency  revalues 
and  as  the  U.S.  companies  get  help 
in  competing.  Who  will  be  helped? 
Companies  that  do  a  big  export  busi- 
ness. But  in  the  larger  sense,  if  the 
optimistic  experts  on  the  world's  mon- 
ey and  trade  fronts  are  right,  the  U.S. 
economy  and,  by  extension  the 
world's  economies,  will  be  the  real 
winners.  ■ 
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The  Bandwagon 

Hardly  a  year  ago    Wall  Street  faced  disaster. 
Now  It's  rushing  to  take  the  public  in  as  partners. 


"When  Merrill  Lynch  went  pub- 
lic, that  made  it  official,"  said  a  part- 
ner in  a  competing  firm.  And  it  did 
open  the  door  with  a  flourish:  In  one 
day  ML  stock  soared  from  the  of- 
fering price  of  28  to  42,  delighting 
ML  employees  and  customers  who 
had  taken  down  most  of  the  $112- 
million  offering. 

The  only  people  more  delighted 
were  the  principals  of  other  broker- 
age firms  hoping  to  go  public.  With- 
in a  week  CBWL-Hayden,  Stone  filed 
a  1-million-share  offering;  it  was  soon 
followed  by  Bache,  Paine,  Webber, 
Dean  Witter  and  half  a  dozen  others, 
as  the  trend  became  a  stampede. 

What  a  contrast!  Barely  a  year 
ago,  most  New  York  Stock  Exchange 
firms  were  in  deep  trouble,  through  a 
deadly  mix  of  mismanagement,  low 
volume,  soaring  costs  and  the  long 
market  decline— all  compounded  by  a 
widespread  and  growing  lack  of  per- 
manent capital.  Drastic  remedies  were 
unavoidable:  52  member  firms  were 
liquidated  or  merged,  including  such 
famous  names  as  McDonnell,  Blair, 
Dempsey-Tegler,  Goodbody,  du  Pont, 


Glore  Forgan,  Hirsch  and  Hayden, 
Stone.  Thousands  of  employees  were 
let  go,  hundreds  of  branch  offices 
closed,  expensive  leases  cancelled,  fan- 
cy computer  setups  got  rid  of  or  dras- 
tically redesigned. 

With  costs  thus  cut,  and  aided  by 
the  $15  transaction  surcharge  (which 
has  yielded  some  $375  million  since 
its  April  1970  imposition),  the  broker- 
age firms  began  climbing  back  from 
the  brink  of  the  abyss— only  to  run 
smack  into  the  capital  problem  again. 

The  sharply  higher  profits  that 
most  firms  enjoyed  in  this  year's  first 
half  stem  from  two  temporary  fac- 
tors: the  surcharge  plus  increased 
trading  profits  in  a  rising  market.  Says 
Donaldson,  Lufkin  &  Jenrette's  Rich- 
ard H.  Jenrette,  "Many  firms— includ- 
ing ours— looked  good  early  this  year 
because  the  stock  and  bond  markets 
had  been  rising  sharply,  but  that 
could  change  awfully  fast."  How  fast? 
Merrill  Lynch 's  profits  fell  from  $7.4 
million  in  April  to  $2.2  million  in 
June,  a  month  when  half  the  Ex- 
change's member  firms  lost  money. 

At  the  same  time,  Jenrette  goes  on, 


"Capital  requirements  are  climbing 
rapidly  both  for  retail  operations  and 
for  firms  trying  to  diversify  into  block 
trading,  underwriting  and  bonds."  But 
capital  from  the  industry's  traditional 
source— private  partners— has  been 
shrinking  through  withdrawals,  the 
result  in  part  of  fear  of  loss,  in  part 
of  retirements  and  deaths.  Hence  the 
industry's  capital  actually  declined 
from  $4  billion  in  late  1968  to  just 
over  $3  billion  today;  and  some  30% 
of  that  is  in  loans  from  customers  and 
subordinated  lenders  and  in  securities 
of  fluctuating  value. 

Now  You  See  It ... 

A  classic  case  is  that  of  Goodbody 
&  Co.,  once  the  fifth-largest  broker- 
age firm,  which  became  virtually  in- 
solvent late  last  year  and  had  to  trans- 
fer its  225,000  accounts  to  Merrill 
Lynch.  In  1969  Goodbody  had  an 
apparent  capital  of  $65  million.  Part- 
ners and  subordinated  lenders  with- 
drew an  estimated  $20  million  in  1969 
and  1970,  and  by  the  summer  of  1970 
Goodbody  had  lost  some  $20  million 
because  of  declining  security  prices 
and  a  back-office  nightmare.  The  lat- 
ter necessitated  setting  up  $45  mil- 
lion in  reserves,  mainly  for  possible 
losses  on  differences  between  its  rec- 
ords and  those  of  customers  or  other 
firms.  Result:  An  audit  completed  in 


Risking,  Winning  and  Losing 

Why  diversify?  In  a  fight,  says  General  Tire's  Jerry 
O'Neil,  it's  good  to  have  a  big  family  behind  you. 


"We'd  hate  to  look  back  five  years 
from  now,"  General  Tire  President 
Jerry  (for  Michael  Gerald)  O'Neil 
told  Forbes  back  in  mid-1966,  "and 
say  we  had  a  chance  to  get  into  the 
thing  for  half  a  million  dollars  and 
now  the  investment  would  be  worth 
$20  million.  You  kick  yourself.  .  .  ." 

Well,  five  years  have  passed,  and 
that's  one  bit  of  self-reproach  Jerry 
O'Neil  should  not  have  to  face.  The 
company  seems  to  have  diversified  in- 
to almost  everything,  not  merely  82%- 
owned  Aerojet-General  ( rocketry , 
major  aerospace  and  defense  compo- 
nents) and  RKO  General's  radio  and 
TV  stations,  but  also  air  transport 
(57%-owned  Frontier  Airlines),  soft- 
drink  bottling,  CATV,  hotels  and  coal- 
mining machinery,  amon^  others. 

A  better  question  would  seem  to  be 
whether  General  Tire  diversified  too 
enthusiastically.  Earnings  peaked  at 
$50  million  in  1966,  fell  to  half  the 
following  year,  and  last  year  were  still 
some  25%  below  the  1966  level,  as 
first  Aerojet-General  and  then  one  di- 
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versified  operation  after  another  had 
its  lumps.  Would  not  General  have 
been  better  off  sticking  to  its  basic 
business  of  tires  plus  related  industrial 
products,  chemicals  and  plastics? 

"I  think,"  retorts  O'Neil,  "that  we'd 
be  not  nearly  as  far  along  as  we  are 
in  the  parent  company  operation.  The 
diversification  has  contributed  sub- 
stantially to  the  volume  and  the  prof- 
its of  the  company,  and  it  also  creates 
a  certain  psychology  in  management 
that  is  good.  You're  not  dependent  on 
one  line  of  business,  so  you're  not  as 
scared  of  your  big  brothers  in  that  in- 
dustry; they  can't  hurt  you  as  badly 
as  they  could  if  you  were  just  a  small 
part  of  the  tire  business.  It's  like  go- 
ing into  a  fight  with  somebody  else's 
family,  the  McCoys  and  the  Hatfields; 
it's  good  to  have  a  big  family." 

General  Tire  took  advantage  of 
that  big  family  to  strengthen  its  basic 
tire  and  related  businesses,  which  last 
year  accounted  for  75%  of  the  com- 
pany's earnings  on  64%  of  its  sales. 
Always  strong  in  the  replacement  and 


truck  tire  fields,  General  has  also  in 
the  last  decade  clinched  a  solid  posi- 
tion in  original-equipment  sales  to  the 
carmakers,  once  the  least  desirable 
part  of  the  tire  business. 

O'Neil    explains:    "Detroit's    whole 
concept  of  buying  has  changed  dras- 

O'Neil  of  General  Tire 


the  spring  of  1971  showed  Goodbody 
with  a  negative  asset  value  of  $24 
million,  meaning  that  $90  million  in 
capital  had  evaporated  in  18  months. 

Will  going  public  help  this  capital 
shortage?  In  a  sense,  yes,  by  tapping 
new  sources  of  money.  "I  was  original- 
ly very  much  against  brokerage  firms 
going  public,"  says  Lazard  Freres 
partner  Felix  Rohatyn,  who  headed 
the  Big  Board's  Surveillance  Com- 
mittee when  55  member  firms  were 
facing  capital  problems  in  1970.  "But 
after  the  searing  experience  of  analyz- 
ing the  problems  of  these  firms,  it 
became  apparent  that  permanent 
capital  had  to  be  obtained  to  give 
brokerage  firms  stability." 

Of  course,  public  money  is  no  guar- 
antee against  either  operating  losses 
or  trading  losses.  But  going  public 
does  open  up,  for  brokerage  house 
partners,  the  enticing  prospect  of  be- 
ing able  to  sell  out  at  well  above 
book  value.  Half  the  Merrill  Lynch  is- 
sue came  from  selling  shareholders 
who  had  paid  book  value,  which  was 
about  $10  at  offering  time;  the  issue 
was  priced  at  $28.  Of  the  proposed 
CBWL-Hayden,  Stone  issue,  40%  will 
come  from  selling  shareholders;  it  will 
probably  be  priced  between  two  and 
three  times  book  value  (about  $5). 

This  is  liberal  pricing:  Most  sea- 
soned commercial   bank  stocks  rarelv 


sell  at  more  than  twice  book.  And 
while  it  is  true  that  banks  seldom 
earn  more  than  12%  to  13%  on  equity, 
vs.  an  average  25%  to  30%  in  a  good 
year  for  brokerage  firms,  banking  is 
not  so  cyclical  or  so  highly  leveraged. 
Moreover,  how  reliable  are  those 
earnings  figures?  As  Lazard  Freres' 
Rohatyn  said  when  he  resigned  from 
the  NYSE  Surveillance  Committee,  "I 
have  long  been  disenchanted  with 
the  accuracy  of  member  firm  interim 
reports.  I  will  now  extend  this  to  au- 
dited reports  as  well"— one  reason 
why,  despite  the  urgent  need  for  new 
capital,  he  urges  brokerage  firms  to 
wait  before  going  public.  "It's  the  tim- 
ing I'm  questioning,"  he  says.  "Many 
crucial  decisions  affecting  the  profits 
of  the  industry  will  be  made  by  the 


end  of  the  year,  including  commission 
structures,  institutional  membership, 
additional  capital  requirements  and 
free  credit  balance  reserves." 

Firms  like  Merrill  Lynch  and 
CBWL-Hayden,  Stone  understandably 
disagree.  Says  George  L.  Shinn,  ML 
vice  chairman  for  planning.  "There  is 
always  a  good  reason  for  not  buying 
a  house  or  building  a  plant.  The  se- 
curities business  will  always  have 
problems,  but  the  decision  to  raise 
capital  is  independent  of  that.  We 
think  by  expanding  we  can  avoid  or 
mitigate  many  problems." 

Perhaps  Merrill  Lynch  can,  with  its 
uniquely  strong  financial  position,  but 
it  has  also  opened  a  door  through 
which  others  can  go— including  the 
sick,  the  lame  and  the  halt.   ■ 


tic  ally  in  the  past  ten  or  15  years.  Mj 
father  used  to  say  that  Detroit  would 
bu)  anything  that  was  round  and 
black  and  cheap,  and  they  didn't  really 
care  much  if  it  was  round  and  black. 
Today,  they  are  without  a  doubt 
the  most  sophisticated  tire  buyers  in 
the  world,  because  to  a  great  extent 
their  final  product  depends  on  the 
tire— how  the  automobile  rides.  And 
what  rides  well  on  a  Chevy  may  not 
ride  well  on  a  Ford,  because  of  dif- 
ferent suspension  systems,  etc.  So, 
Ford  says,  you  have  to  get  it  tuned 
to  our  automobile. 

"Detroit  has  forced  the  tire  indus- 
try to  learn  a  lot  more  about  how  to 
build  a  good  tire.  The  people  who  are 
not  under  this  kind  of  pressure  are 
not  what  I  call  professionals— and  I  in- 
clude in  this  all  the  foreign  manu- 
facturers." How  serious  Jerry  O'Neil 
is  about  this  may  be  judged  from  the 
fact  that  in  June,  when  the  tire  divi- 
sion president  quit,  O'Neil  took  on  the 
job  himself,  including,  of  course,  the 
crucial  dealings  with  Detroit. 

Help  from  the  Clan? 

Just  now  General's  tire  business  is 
going  well.  Its  expanded  original- 
equipment  business  is  building  a  corps 
of  customers  who  tend  to  come  back 


to  General  for  replacement  tires  (a 
market  which  this  year  is  expected  to 
hit  a  record  $5.5  billion),  while  the 
company  has  also  been  able  to  add  to 
its  substantial  private-label  business. 
Meanwhile,  its  truck  tire  business 
gives  promise  of  a  definite  surge,  as 
gradual  improvement  in  the  economy 
forces  truckers  to  replace  not  only  the 
tires  that  are  wearing  out,  but  also 
the  tires  they  cannibalized  from  trucks 
laid  up  when  business  was  slow. 

But  O'Neil  figures  the  tire  business 
faces  "a  tremendous  technological 
change"  that  could  alter  the  face  of 
the  industry.  "In  the  past  ten  years, 
you've  gone  from  four-ply  tires  to  two- 
ply  rayon  and  from  there  to  a  belted- 
bias  tire  using  fiber  glass.  The  next  big 
change  staring  us  in  the  face  now  is 
the  radial  tire,  which  will  take  quite 
a  while  for  the  industry  in  this  coun- 
try to  gear  up  to.  We  just  don't  have 
the  equipment  or  the  materials.  The 
radial  the  involves  a  wire  breaker, 
and  there  just  isn't  the  wire  capacity 
in  the  world  to  convert  all  the  car 
and  truck  tires  to  radial." 

Which  also  means  that  General  will 
be  in  danger  of  making  some  bad  mis- 
steps in  its  now-booming  tire  business. 
If  it  does  falter,  what  might  possibly 
step  into  the  breach? 


RKO  General  for  one,  whose  earn- 
ings dipped  from  $10  million  in  1966 
to  $1.5  million  in  1969,  but  by  last 
year  had  reached  the  $4.2-million 
level  again.  Perhaps  Frontier  Airlines, 
which  lost  over  $6  million  as  recently 
as  1968,  will  at  last  be  able  to  break 
into  the  black.  Perhaps  even  Aerojet- 
General:  Despite  a  sales  drop  from 
its  $700-million  peak  back  in  1963  to 
$357  million  last  year,  Aerojet-Gener- 
al's earnings  from  operations  rose 
more  than  30%  in  1970  over  1969  to 
over  $4  million,  and  should  rise  still 
further  this  year. 

Not  that  Jerry  O'Neil  feels  indissolu- 
bly  bound  to  any  of  General's  current 
diversifications:  "I'll  sell  anything  ex- 
cept my  wife,"  he  says.  But  in  the 
back  of  his  mind  is  always  the  pos- 
sibility that  some  venture,  old  or  new, 
will  take  off.  "We  take  a  lot  of  fliers 
like  this  that  you  never  see  in  print 
^r  even  in  the  annual  report— like  fish 
farms,  or  birth  control  in  a  laboratory 
deal  with  Weston  Labs.  It's  a  litmus 
paper  ovulation  test;  the  woman  puts 
the  paper  under  her  tongue  and  sees 
if  it  changes  color.  We  got  into  it  be- 
cause we're  Catholic. 

"You  never  can  tell,  one  of  them 
just  might  become  another  Aerojet- 
General,  which  cost  us  $140,000."  ■ 


FORBES,   SEPTEMBER    1,    1971 


17 


"If  I  found  it  necessary  to  raise  some  money,  I  would  liquidate  any 
other  stock  in.  my  portfolio  rather  than  IBM.  I  would  liquidate  a 
painting  or  a  jewel  rather  than  sell  a  share  of  IBM."— (Stockholder 
remark,  followed  by  applause,  at  IBM  annual  meeting,  April  26, 1971) 


Paintings,  jewels,  treasure.  Those 
are  the  images.  Not  factories,  prod- 
ucts, or  price/ earnings  multiples.  Sell 
some  stock?  Well,  sell  GM  or  Gulf  or 
AT&T  if  you  must,  they  are  only  in- 
vestments. But  not  International  Busi- 
ness Machines.  A  share  of  IBM  isn't 
$200  or  $300  or  $400.  It's  a  treasure 
you  tuck  in  the  vault  with  a  life  in- 
surance policy,  college  diploma  and 
last  will.  Other  companies  make  re- 
frigerators, dig  up  copper  or  sell 
mouthwash.  A  share  of  IBM  is  dif- 
ferent. It  is  a  share  in  the  future. 

A  few  may  have  questioned  IBM. 
But  they  were  always  wrong.  Those 
who  did  not— the  faithful— invariably 
were  right.  And  amply  rewarded.  If 
there  had  been  an  oldtimer  sitting  in 
Toronto's  O'Keefe  Centre  (site  of  the 
1971  annual  meeting),  who  had  been 
fortunate  enough  to  buy  100  shares 
($2,750)  of  IBM's  predecessor,  the 
Computer-Tabulating-Recording  Co., 
in  1914,  when  Thomas  J.  Watson  Sr. 


took  over  after  quitting  National  Cash 
Register,  those  100  shares  would  now 
be  worth  $21  million. 

And  if  there  were  doubts,  weren't 
the  smart  institutions  major  holders  of 
IBM  stock?  First  National  City  Bank 
(New  York),  the  second-biggest  bank 
in  the  country,  said  early  this  year 
that  IBM  was  its  largest  single  hold- 
ing. It  held  $1.1  billion  worth.  The 
mutual  funds,  many  very,  very  ag- 
gressive, also  held  lots  of  IBM,  $1.9 
billion  in  early  1971.  But  conserva- 
tives could  buy  IBM,  too.  Just  about 
every  investment  adviser  and  trust 
account  vice  president  in  the  country 
liked  to  mix  a  few  shares  among  his 
blue  chips.  ("We're  against  specula- 
tion, sir.  But  we  think  you  should  buy 
some  IBM  for  growth  plus  safety.") 
IBM  was  the  stock  for  Everyman. 

Then  on  July  13,  1971  IBM  broke 
its  winning  streak:  Second-quarter 
net  was  $2.22  per  share,  identical  to 
1970.  Pre-tax  earnings  were  off. 


Bod  Guy  Or  Good?  Is  IBM  a  highly  successful  company  because  of 
great  management  and  superb  technological  knowhow?  Or  is  it— as 
many  of  the  ten  legal  actions  filed  against  it  in  the  last  four  years 
have  claimed— because  it  uses  its  huge  size  to  push  competitors  around? 
Legally,  the  question  is  double-barreled.  First,  does  IBM's  estimated  70  % 
of  the  computer  market  make  it  a  monopoly?  Second,  if  so,  has  IBM 
used  unfair  tactics  to  maintain  that  monopoly  position?  The  catch  is: 
What's  unfair?  IBM  spends  considerably  more  ($500  million)  on  R&D 
than  many  of  its  competitors  get  in  computer  revenues.  IBM  sends  out 
teams  of  salesmen  and  technical  experts  to  call  on  potential  customers. 
Many  of  its  competitors  can  only  afford  a  man  or  two.  IBM,  with  pretax 
profits  running  some  $2  billion,  can  afford  huge  legal  fees.  The  total 
antitrust  budget  of  the  Department  of  Justice  (which  reportedly  has  only 
two  or  three  men  on  the  case)  is  a  mere  $1  7.8  million.  Fair  or  unfair? 


In  two  days  IBM  stock  fell  15 
points,  or  $1.7  billion,  about  what  all 
of  Chrysler  Corp.'s  stock  is  worth. 

From  IBM  headquarters,  perched 
on  a  hilltop  in  an  old  apple  orchard 
in  Armonk,  35  miles  from  New  York 
City,  came  a  measure  of  reassurance. 
IBM's  dip  in  earnings,  said  the  com- 
pany, was  in  large  part  tied  to  the 
economy  recovery.  "The  recovery  has 
been  slower  than  it  was  from  any 
previous  recession,"  explained  T.  Vin- 
cent Learson,  named  IBM's  new  chief 
executive  in  late  June.  "The  long- 
range  prospects  of  the  industry  and 
IBM  are  excellent."  But  then  a  warn- 
ing: Continued  economic  weakness 
would  probably  result  in  "somewhat 
less  favorable  income  comparisons." 

But  the  King  of  Growth  had  stopped 
growing.  IBM  stock  continued  to  fall. 
At  the  time  of  the  annual  meeting, 
when  an  enthusiastic  stockholder  com- 
pared IBM  stock  to  paintings  and 
jewels,  IBM's  total  market  value  was 
$41  billion.  By  August  the  stock  had 
hit  a  low  of  $283,  and  it  was  worth 
$32.5  billion.  Same  company.  Largely 
same  management  (Thomas  J.  Wat- 
son Jr.  will  still  be  active).  Same  prod- 
uct. Worth  $8.5  billion  less. 

Today,  thanks  partly  to  President 
Richard  M.  Nixon,  IBM  has  regained 
much  of  that  loss.  But  to  understand 
this  decline  in  value,  one  must  ex- 
plore IBM's  mystique.  A  young  pro- 
fessor tells  of  an  IBM  conference  he 
attended  where  each  participant's 
name  was  on  a  card  at  his  seat.  His 
name  was  misspelled.  Within  five  min- 
utes it  was  corrected.  But  what  sticks 
in  his  mind  is  not  that  IBM  blundered. 
What  he  wonders  is  whether  IBM 
could  have  misspelled  his  name  on 
purpose— to  impress  him  with  how 
quickly  they  could  correct  the  error. 
In  such  awe  is  IBM  held.  Even  its 
mistakes  are  somehow  credited  as  ex- 
amples of  foresight  or  cunning.  But 
how  do  you  count  an  earnings  decline 
as  proof  of  foresight? 

This  story  is  relevant  to  Wall  Street. 
Two  kinds  of  companies  intoxicate 
Wall  Street.  One  is  the  company— 
usually  a  smaller  one— that  promises 
privately  its  earnings  will  go  up. 

The  other  is  a  company  like  IBM 
whose  earnings  really  do  go  up  year 
after  year  after  year.  This  takes  Wall 
Street  off  the  hook.  Earnings  will  go 
up  next  year  because  they  went  up 
last  year  and  the  year  before  that. 
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But  aren't  the  peripheral  equip- 
ment companies  making  inroads  into 
IBM?  Oh,  perhaps,  but  IBM  knows 
how  to  handle  them.  Won't  this 
spring's  big  cut  in  sales  quotas  have 
a  marked  impact  on  IBM's  earnings? 
Not  really.  With  IBM's  conservative 
accounting,  sales  quotas  don't  mean 
much.  Won't  the  Justice  Department 
lawsuits  hurt  IBM?  Those  things 
drag  on  for  years. 

So  IBM  stock  became  like  money 
in  the  bank.  But  money  diat  was  to 
grow  with  inflation  instead  of  shrink- 
ing. Belief  replaced  rational  analysis. 
Price  tended  to  be  forgotten.  There 
are   only  a  limited  number  of  good 


When  IBM  cut  prices  last  June— 
a  tactic  that  may  drive  many  of 
its  smaller  competitors  out  of  busi- 
ness—it was,  said  the  outsiders, 
clearly,  a  "Learson  move." 

Such  is  the  reputation  of  T.  Vin- 
cent Learson,  appointed  IBM  chief 
executive  in  June.  "Tough,"  "ruth- 
less" are  the  most  common  words 
used  to  describe  him.  Some  use 
stronger  ones.  IBM's  house  organ, 
searching  for  a  less  vivid  phrase, 
labels  him  "exacting." 

Part  of  this  feeling  about  Lear- 
son (he  is  called  "Big  Foot" 
—for  his  reputation  for  kick- 
ing people  in  the  tail)  is 
perhaps  a  psychological  re- 
action to  the  strong  admira- 
tion that  many  IBM  em- 
ployees feel  for  Thomas  J. 
Watson  Jr.  Few,  if  any, 
chief  executives  can  match 
Watson's  charm.  Watson 
spent  an  enormous  time 
signing  personal  letters  to 
IBM  employees,  touring 
plants  giving  speeches, 
shaking  hands  with  success- 
ful salesmen,  showing  him- 
self in  a  never-ending  bat- 
tle to  humanize  a  huge 
corporation.  "The  problem 
is  to  get  people  enthusias- 
tic," Watson  once  said.  "We 
do  it  by  viscera.  We  have 
Billy  Sundays." 

There  is  another  side  to  Watson, 
however,  that  few  outsiders  were 
aware  of:  a  sharp  temper.  "When 
the  going  gets  rough,  he  can  some- 
times forget  basic  courtesy,"  says 
one  ex-IBMer.  But  to  most,  it  is 
the  Watson  charm  that  is  remem- 
bered. In  the  late  Sixties,  when  a 
dozen  executives  and  their  wives 
visited  with  Watson  at  his  Colorado 
ski  retreat,  one  wife  is  said  to  have 
later  informed  her  executive  hus- 
band:  "I  don't  want  you  ever  to 


companies  with  great  management.  If 
you  aren't  going  to  recommend  IBM, 
who  will  you  recommend? 

So  the  sharp  fall  in  IBM  stock  was 
no  indication  that  any  disaster  had  be- 
fallen the  giant.  Reality  had  simply 
overtaken  fantasy.  IBM  is  good— but 
not  superhuman.  IBM,  too,  has  prob- 
lems with  competitors.  It,  too,  has 
problems  motivating  people  and 
coordinating  intricate  problems.  IBM 
also  is  vulnerable  to  economic  cycles. 

Certainly  IBM's  earnings  will  pick 
up  again.  But  now,  for  the  first  time 
in  a  long  time,  people  are  starting  to 
ask:  How  soon?  How  fast?  How  sure? 
Confidence    has    been    joined    with 

The  Successor 

say  anything  nasty  about  that  nice 
man  again." 

Learson  stirs  quite  different  feel- 
ings, often  fear.  "This  reputation 
helps  him,"  theorizes  one  former 
IBMer.  "People  who  don't  know 
what  they  are  talking  about  will 
show  fear  as  he  starts  to  grill  them." 

As  so  often  happens  with  color- 
ful men,  many  stories  spring  up: 

•  It  is  said  that  no  picture  exists 
of  Learson  smiling.  Not  true. 
Forbes  publishes  one  to  prove  it. 

•  It  is  believed  that  if  an  em- 


doubt.    And    one    thing   Wall    Street 
doesn't  like  is  uncertainty. 

For  the  moment  this  doubt  has 
been  overcome  by  enthusiasm  over 
President  Nixon's  change  in  policy.  As 
a  result,  though  IBM  stock  is  off  $45 
from  its  March  high,  it  is  still  selling 
at  35  times  the  latest  12-month  re- 
ported earnings.  Even  more  by  some 
reckonings.  For  about  $90  million 
(9%)  of  IBM's  earnings  comes  primar- 
ily from  its  $1.3-billion  bond  and  cash 
reserves,  which  hardly  deserves  a  lofty 
35  times  multiple.  Obviously  a  good 
many  people  still  expect  IBM's  com- 
puter business  to  shortly  resume  its 
historic  15%-per-year  growth  rate. 


to  be 


The  two  faces  of  T.V.  Learson 

ployee  makes  a  mistake,  Learson 
will  fire  him  on  the  spot.  Exag- 
gerated. But  if  a  man  makes  two 
or  three  blunders,  he  may  well  find 
himself  banished  from  corporate 
headquarters  to  a  branch  office  in 
North  Dakota. 

•  Learson  is  said  to  be  6  feet  6 
inches.  Wrong.  He's  6  feet  5  inches. 

•  Because  Learson  is  a  hard 
worker,  it  is  believed  that  he  de- 
votes his  entire  life  to  the  compa- 
ny, sacrificing  everything  to  his 
work.  Exaggerated.  Learson  is  a 
hard  worker.  But  he  usually  heads 


home  at  6:30,  leaving  IBM's  prob- 
lems at  Armonk.  Even  when  he 
was  a  young  salesman  he  never 
worked  on  a  Monday  night  that 
the  Boston  Symphony  was  play- 
ing. And,  says  one  friend,  his  fine 
collection  of  statuary  and  paint- 
ings reflects  his  own  good  taste- 
not  someone  else's. 

•  Finally,  Learson  has  developed 
a  reputation  for  being  infallible.  A 
favorite  story  concerns  his  1968 
major  sailing  expedition.  Recruit- 
ing some  of  the  country's  top 
yachtsmen  as  crew,  Lear- 
■  son  entered  the  fabled 
Newport-Bermuda  sailing 
classic,  challenging  Tom 
Watson,  who  had  sailed  it 
many  times  before.  Learson 
came  in  first. 

The  story  is  true.  But 
seldom  mentioned  is  that 
when  Learson  entered  the 
1970  Newport-Bermuda 
race,  he  never  finished.  He 
was  demasted. 

No  one,  however,  ac- 
cuses Learson  of  bearing 
grudges  or  launching  per- 
sonal vendettas.  What  seems 
to  be  agreed  is  that  he  has 
relentless  determination  and 
a  superb  mind. 

Explains  Learson:  "I  have 
a  management  philosophy.  I  ex- 
pect people  to  make  decisions  and 
stand  on  these  decisions.  I've  al- 
ways said  that  errors  of  omission 
are  greater  than  errors  of  commis- 
sion. That's  interpreted  as  being 
aggressive  and  demanding.  If  that's 
the  reaction,  so  be  it." 

But  the  big  question  about  Lear- 
son is  whether  he  can  transmit  a 
human  quality  to  the  company. 
Says  one  former  executive:  "You 
never  know  until  he  gets  to  the  top 
how  a  man  will  behave  when  he 
gets  there." 
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Perhaps  it  will.  The  believers  see 
three  broad  currents  of  history  pro- 
pelling IBM  forward.  First,  the  indus- 
try itself  will  continue  to  grow  at  the 
heady  rates  of  the  Sixties,  15%  or  bet- 
ter. After  all,  who  had  ever  even  heard 
of  computers  15  or  20  years  ago?  Yet 
today  they  print  240  million  Social 
Security  checks  each  year,  reserve 
seats  for  170  million  domestic  air 
passengers,  calculate  the  best  route 
for  Apollo  spacecrafts  to  the  moon, 
monitor  civilians  suspected  of  disloy- 
alty and  play  passable  chess. 

If  computers  can  do  all  that  so 
quickly,  think  of  all  they  should  be 
doing  by  the  end  of  the  Seventies! 

Second,  they  point  to  the  increas- 
ing importance  of  World  Trade  Corp., 
IBM's  overseas  subsidiary.  A  decade 
ago  it  contributed  only  24%  of  IBM's 
profits,  in  1969  just  43%.  Suddenly 
in  1970  World  Trade,  aided  by  an 
exceptionally  strong  European  econ- 
omy, surged  forward  and  contributed 
50%  ($513  million)  of  IBM's  after  tax 
net  earnings.*  With  overseas  comput- 
ing still  behind  the  U.S.,  American 
companies  should  be  able  to  get  the 
lion's  share  of  a  fast-growing  market. 

Third,  the  believers  feel  IBM  will 
get  the  bulk  of  the  computer's  growth 
potential.  They  are  probably  right. 
Part  of  the  reason  is  IBM's  sheer  ad- 
vantage in  size.  The  dollar  value  of 


'Interestingly,  few  Wall  Streeters  predicted  this 
surge.  In  effect,  their  underestimates  on  World  Trade 
and  overestimates  on  the  domestic  market  canceled 
out,  making  their  overall  1970  recommendations  look 
relatively  good.  But  World  Trade  earnings  are  more 
volatile  than  domestic:  1)  Because  World  Trade's  de- 
preciation policies  are  less  conservative,  and  2)  most 
overhead  is  charged  to  the  parent  corporation. 


Going  to  work  for  IBM,  says  one 
successful  former  sales  executive, 
is  "like  joining  the  New  York 
Yankees."  The  metaphor  is  dated, 
but  not  the  sentiment.  IBM  em- 
ployees have,  by  and  large,  tended 
to  believe  totally  in  the  company. 

Much  of  this  conviction  is  the 
legacy  of  founder  Thomas  H.  Wat- 
son Sr.,  who  died  in  1956.  A  busi- 
nessman who  linked  his  moral  be- 
liefs to  his  management  principles, 
Watson  loved  to  lecture  employees 
on  the  importance  of  individual  ef- 
fort and  "The  Five  C's"— Concep- 
tion, Consistency,  Cooperation, 
Courage  and  Confidence.* 

Some  of  the  company's  tradi- 
tions have  now  been  abandoned. 
IBM  songs  (right)  were  last  belted 
out  in  the  Fifties.  Time  clocks, 
which  Thomas  J.  Watson  Jr. 
punched,   were  removed   from   ex- 


•THINK  (William  Rodgers,  Stein  &  Day,  1969), 
an  unauthorized  biography  of  the  Watson  family,  is 
a  fascinating  account  of  Thomas  J.  Watson  Sr, 


its  computers  installed  is  estimated 
to  be  ten  times  that  of  its  nearest 
competitor.  It  spends  more  on  re- 
search and  development— $500  million 
—than  NCB  or  Burroughs  take  in  in 
computer  revenues.  Its  total  revenues 
($7.5  billion)  equal  those  of  the  en- 
tire domestic  airline  industry.  Its 
$1.3-billion  portfolio  of  cash  and  mar- 
ketable securities  puts  it  near  the  top 
50  banks.  It  earns  so  much  money 
($2  billion  pretax)  that  it  pays  in  divi- 
dends—$547  million  a  year— an 
amount  about  equal  to  the  gross  na- 
tional product  of  Iceland. 

But  the  other  reason  is  that  IBM 
itself— aside  from  its  advantage  of  size 
—is  a  splendid  organization.  Not  only 
are  its  decisions  soundly  thought  out 
but— most  important— the  company, 
more  than  any  other  large  corporation, 
has  managed  to  keep  alive  a  small- 
company  atmosphere,  a  spirit  of  ad- 
venture and  challenge  and  debate 
(see  box  below). 

The  question,  then,  is  not  whether 
IBM  has  problems,  but  rather,  how 
well  is  it  handling  its  problems? 

Unconventional  Warfare 

The  most  visible  are  IBM's  two 
"new"  competitors,  the  peripheral 
equipment  companies  and  the  leasing 
companies.  Unlike  IBM's  traditional 
competitors— Control  Data,  Sperry 
Rand,  etc.— which  fight  IBM  in  a  con- 
ventional manner  on  its  own  terms, 
the  peripheral  equipment  and  leasing 
companies  are  guerrilla  fighters,  un- 
dercutting IBM's  prices  to  get  the 
business.   (Learson  has  called  the  pe- 


That  IBM  Mystique 


ecutive  offices  in  1964.  But  other 
customs  remain.  There  is  still  no 
drinking  at  official  company  func- 
tions—though plenty  after.  And 
there  are  still  white  shirts.  Says  one 
proud  executive:  "I  can  spot  a 
group  of  IBMers  in  any  crowd." 

No  one  has  idolized  the  com- 
pany more  than  its  salesman.  And 
IBM  treats  no  one  with  more  care. 
The  difference  between  salesmen 
and  other  employees,  says  one  for- 
mer executive,  "is  the  difference  be- 
tween the  Marine  Corps  and  an 
Army  construction  battalion."  Two- 
thirds  of  IBM  top  management  are 
former  salesmen. 

Motivating  these  salesmen  is  a 
principal  IBM  concern.  There  are, 
of  course,  commission  motivations. 
On  top  of  that  there  are  contests 
with  rewards  ranging  from  foot- 
balls to  automobiles  to  luncheon 
with  the  chairman.  And  every  year 
there  is  a  chance  to  make  "The 
100%  Club."  Those  who  sell  their 


ripheral  company  products  "Chinese 
copies,"  though  he  later  apologized 
for  the  phrase. ) 

For  a  while,  IBM  watched  quietly 
as  computer  peripheral  companies 
stole  sale  after  sale  from  IBM  sales- 
men. Then  in  May  it  slashed  rental 
prices  on  peripheral  equipment  8%  to 
16%  for  any  customer  who  would  sign 
up  for  a  one-  or  two-year  lease  rather 
than  the  customary  monthly  rental. f 
The  move  will  probably  hit  peripheral 
company  earnings  hard.  But  it  also 
hurt  IBM's  earnings  a  great  deal 
because  it  had  an  estimated  70%  of 
the  peripheral  market.  Auerbach,  Pol- 
lak  &  Richardson,  Inc.  computer  ana- 
lysts M.  James  Arachtingi  and  Daniel 
Mandresh  estimate  the  decision  might 
chop  $100  million  from  IBM's  annual 
revenues.  Result:  IBM  stock  fell  $16 
in  two  weeks,  a  loss  in  market  value 
of  $1.8  billion. 

The  leasing  companies  have  yet  to 
bloom  as  full-fledged  IBM  competi- 
tors. But  they  are  about  to.  In  the 
late  Sixties  they  bought  an  estimated 
2,700  IBM  360  computers  for  $2.5 
billion.  Most  of  these  were  not  new 
sales  for  IBM  but  simply  computers 
already  on  rental  that  the  leasing  com- 
pany arranged  to  purchase.  At  the 
time  it  didn't  really  hurt  IBM  much 
or  help  it  a  great  deal  either. 

Now,  with  last  year's  introduction 
of  the  370  line,  it  is  a  different  story. 
The  370  was  introduced  to  replace 
the  360,  just  as  the  third-generation 
360   was    introduced   to   replace   the 

tLess  than  candidly,    Learson   denies  that  competi- 
tion had  anything  to  do  with  the  price  cut. 


full  annual  quota  qualify.  Those 
who  don't  have  failed. 

Company  publications  expand 
on  what  is  presumably  the  image  of 
the  ideal  IBM  salesman.  One  sales- 
man has  a  picture  of  Vince  Lom- 
bardi  in  his  office  captioned  "Being 
second  is  hinky-dink."  Another,  de- 
spite a  partially  collapsed  lung 
from  a  skiing  accident,  managed  to 
attend  his  "100%  Club"  only  three 
days  later.  There  are  even  cheer- 
leaders urging  the  salesmen  on. 
She  doesn't  mind  her  IBM  sales- 
man boyfriend  working  late,  ex- 
plained a  female  in  one  story,  be- 
cause he  enjoys  his  work  so  much. 

Outsiders  who  laugh  at  this  for- 
get one  thing:  It  has  worked.  Mo- 
nopoly or  not,  IBM  is  a  dynamic 
company,  always  reaching  ahead. 

But  it  only  works  as  long  as  the 
company  can  satisfy  all  the  urges 
it  has  awakened  in  its  salesmen: 
juicy  salaries,  frequent  promotions, 
prestige  and,  most  important,  self- 
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second-generation  1400  and  7000  se- 
ries computers.  But  in  those  days 
there  were  few  second-generation 
computers  owned  by  customers  or 
leasing  companies.  Most  were  on  rent. 
And  since  IBM  never  cut  the  rent  on 
the  second-generation  machines,  most 
customers  found  it  more  economic  to 
move  to  the  360.  IBM  either  altered 
the  second-generation  machines  for 
other  markets  or  scrapped  them.  Price 
levels  were  kept  high. 

The  computer  leasing  companies, 
however,  own  their  IBM  360  com- 
puters. Unlike  a  car  that  wears  out, 
computers  don't.  They  are  still  valu- 
able. How  valuable,  depends.  For  ex- 
ample, a  370  Model  135  is  a  much 
better  machine  than  a  360  Model  50. 
But  if  the  computer  leasing  company 
owning  the  Model  50  cut  its  monthlv 
rental  b)  253  or  50?,  the  Model  50 
miuht  be  just  as  economical  to  a  user 
as  the  370.  And  the  leasing  companies. 
desperate  to  keep  their  machines  on 
rent,  will  slash  prices  the  way  a  sports 
store  marks  clown  skis  in  July. 

Leasing  companies  aside,  certain- 
ly no  one  questions  the  power  of 
IHM\  new  370  line.  So  far,  there  are 
five  computers,  the  135,  1  1").  155, 
165  and  195.  Generally  each  is  aimed 
at  the  360  computer  user  who  wants 
to  trade  up  to  a  more  powerful  com- 
puter. Oversimplified,  each  is  perhaps 
two  to  four  times  more  powerful  than 
its  360  counterpart— but  only  252  more 
expensive.  Thus,  for  every  dollar  the 
DSei  spends  on  the  370  he  will  get 
two  or  three  times  as  much  perfor- 
mance  as   he   got   on   the   360.   Wall 


Street's  excitement  over  these  ma- 
chines was  the  main  factor  that 
lifted  IBM  stock  from  278  when  the 
first  370  was  announced  in  June  of 
1970  to  its  high  of  366  in  March. 

Behind  this  optimism  was  the  be- 
lief that  most  users  would  eventually 
exchange  their  360  computers  for 
more  expensive  370s.  And  that  many 
users  had  new  jobs  for  computers  on 
the  drawing  boards  that  the  370 
would  suddenly  make  economic. 

Trade  Up?  Or  Down? 

But  will  computer  users  necessarily 
trade  their  now  very  efficient  360 
computers  in  for  higher  priced  370 
computers,  even  forgetting  about  the 
leasing  companies?  Instead  of  getting 
a  370  computer  that  is  two  to  four 
times  more  powerful  for  25%  more 
money,  why  not  get  a  370  that 
is  a  little  more  powerful  for  less  cash? 

In  fact,  this  is  basically  what  Bos- 
ton's Zayre  Corp.,  a  $683-million-sales 
retailer,  is  trying  to  do.  Zayre  was 
widely  publicized  by  IBM  for  being 
the  first  customer  to  install  a  370  com- 
puter. What  the  ads  didn't  mention, 
however,  was  that  Zayre  was  hoping 
to  eventually  replace  three  360  com- 
puters with  one  very  advanced  370 
system.  Under  the  old  setup,  Zayre's 
monthly  hardware  rental  bills  were 
about  $62,000.  Under  the  new,  Zayre 
will  be  paying  $45,000,  about  25% 
less.  How  many  other  customers  will 
trade  down  rather  than  up? 

Certainly  there  is  growth  ahead  for 
the  computer  industry.  Traditional 
jobs  such  as  payroll  and  inventory  will 


grow.  More  big  companies  are  getting 
interested  in  maintaining  huge  data 
bases  of  all  company  information. 
Teleprocessing— hooking  together  com- 
puter systems  over  telephone  lines— is 
another  growth  area.  Still  another  is 
additional  computerization  of  plants, 
warehouses  and  refineries.  Further 
down  the  road  are  major  opportunities 
in  education  and  medicine. 

But  the  question  is:  At  what  rate 
will  it  grow?  There  are  now  an  esti- 
mated 35,000  IBM  360  computers  in- 
stalled, or  70%  of  the  industry,  ac- 
cording to  EDP  Industry  Report,  the 
best  source  of  industry  data.  If  these 
360  computers  were  all  to  be  replaced 
by  the  next  higher  model  370  com- 
puter, that  would  mean  a  severalfold 
increase  in  computing  power.  Is  there 
that  much  more  moving,  storing,  add- 
ing, subtracting  and  analyzing  of  data 
to  be  done? 

The  answer  depends  on  how  much 
it  costs  to  process  the  data.  And  here 
an  important  change  is  taking  place. 
In  the  early  Sixties  the  hardware  costs 
of  renting  computers  amounted  to  per- 
haps two-thirds  of  a  typical  budget. 
Belated  costs  such  as  rent,  supplies 
and  salaries  of  operators  and  pro- 
grammers made  up  the  rest.  Since 
hardware  costs  were  the  biggest  vari- 
able in  a  user's  budget,  any  time  IBM 
dramatically  improved  its  hardware 
it  significantly  increased  the  jobs  a 
computer  could  economically  do. 

Now  the  figure  has  flip-flopped. 
Nonhardware  costs,  particularly  the 
salaries  of  the  $15,000-a-year-plus 
programmers  who  tell  the  computers 
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TO  THOS.  J.  WATSON.  PRESIDENT,  I.  B.  M. 

OUR  INSPIRATION 

Tune:  "Columbia,  the  Gem  of  the  Ocean" 

Thomas  Watson  is  our  inspiration. 

Head  and  soul  of  our  splendid  I.  B.  M. 

We  are  pledged  to  him  in  every  nation. 

Our  President  and  most  beloved  man. 

His  wisdom  has  guided  each  division 

In  service  to  all  humanity 

We  have  grown  and  broadened  with  his  vision. 

None  can  match  him  or  our  great  company. 

esteem.  That's  why  the  departure 
from  IBM  of  so  many  good  employ- 
ees and  executives  in  the  last  few 
years  is  so  important.  (One  former 
IBM  salesman  even  published  a 
directory  of  former  IBMers.) 
Lured  by  the  success  stories  of  for- 
mer IBMers  like  Boss  Perot  of 
Electronic  Data  Systems  or  Sam 
Wyly  of  University  Computing, 
IBMers  left  in  droves  to  join  other 
computer  companies. 

The  number  who  left  is  not 
large  by  conventional  big-company 
standards.  What  is  important  is 
that  for  the  first  time  in  the  com- 
pany's history,  paternalistic  IBM 
could  not  keep  up  with  its  employ- 
ees' aspirations.  The  mystique  was 
starting  to  fade.  The  outside  world 
was  beckoning  with  excitement- 
big  money,  fresh  opportunities,  the 
chance  to  prove  oneself  outside. 

Perhaps  the  ones  who  left  are 
the  ones  Thomas  J.  Watson  Sr. 
would  have  most  admired. 
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what  to  do,  have  become  two-thirds 
of  the  cost  of  data  processing.  The 
result  is  that  hardware  improvements 
are  less  likely  to  determine  the  eco- 
nomic utility  of  a  new  application 
than  when  IBM  introduced  the  360. 
Programming  costs  have  become  the 
kev  restraint. 

IBM  recognizes  the  problem.  Lear- 
son  talks  about  bigger,  cheaper  (and 
faster)  computer  memories  that  will 
make  programming  easier  and  cheap- 
er. "Our  objective  is  to  lick  that  pro- 
gramming cost,"  he  says.  "When  we 
lick  that,  there  are  myriad  [new] 
applications." 

Perhaps,  but  at  the  same  time  IBM 
is  trying  to  bring  programming  costs 
down,  inflation  is  boosting  program- 
ming costs.  So  is  the  growing  com- 
plexity of  the  more  advanced  com- 
puter jobs.  Witness  the  problems  so 
main  airlines  had  in  installing  their 
management  reservation  systems: 
American  (IBM),  United  (Sperrv 
Band),  TWA  (Burroughs). 

Certainly  IBM's  energetic,  smart 
marketing  force,  perhaps  the  best  in 
the  world,  will  be  doing  everything 
in  its  power  to  convince  customers 
that  continued  added  investments  in 
computing,  on  the  scale  of  the  Six- 
ties, will  pay  off. 

But  here,  too,  there  may  be  sub- 
tle changes  taking  place.  In  the  Six- 
ties the  good  IBM  salesman  operated 
from  a  position  of  tremendous  power. 
He  knew  the  hardware  and  the  soft- 
ware. If  he  didn't,  he  had  a  team  of 
technical  experts  behind  him,  deeper 
than  the  Baltimore  Colts'  bench. 

When    the    IBM    salesman    talked 


Over  There.  IBM's  overseas 
net  shot  up  29  %  in  1 970,  but 
the  European  market  is  soft- 
er now,  so  that  rate  of  gain 
probably    won't    continue. 


of  "account  management,"  a  favorite 
IBM  term,  he  really  meant  control. 
Not  just  control  of  the  computer,  pe- 
ripheral equipment  and  software,  but 
control  of  the  customers'  personnel  as 
well.  There  was  nothing  conspiratorial 
about  this.  It  was  just  that  IBM  knew 
more  about  computers  than  its  cus- 
tomers did.  The  good  IBM  salesman 
took  advantage  of  this.  Top  manage- 
ment largely  delegated  computer  deci- 
sions because  they  didn't  understand 
them.  Says  the  president  of  one  small- 
ish hardware  company:  "The  average 
chief  executive  finds  his  computer 
budget  about  as  mystifying  as  his  ad- 
vertising budget." 

Now  this  may  be  changing.  On  the 


'You  mean  one  still  has  to? 


Punch-Ben  Roth  Agency 


Tool  Or  Master?  The  computer,  says  Watson,  is  an  "instrument."  It  is 
"the  motivation  of  the  human  being  which  determines  progress  or 
regression,  not  the  tools  he  uses."  Perhaps.  But  anyone  who  has  ever 
tangled  with  a  computerized  credit  agency  or  a  government  surveillance 
list  will  often  wonder  whether  human  motivation  is  quite  up  to  the  job. 


one  hand,  the  luster  of  the  IBM  sales- 
man may  have  dimmed.  There  were 
delays,  blunders  and  broken  promises 
with  the  360  that  IBM  would  like  to 
forget— but  its  customers  probably 
can't.  There  are  some  computer  in- 
stallations that  simply  have  not  saved 
the  money  or  produced  the  results 
they  were  expected  to. 

Meanwhile,  IBM's  customers  are 
getting  more  sophisticated.  Many  of 
them  have  been  using  computers  lon- 
ger than  any  young  salesman  a  year 
or  so  out  of  sales  school.  Many,  also, 
are  no  longer  accountants  or  techni- 
cians as  eager  to  build  up  a  computer 
empire  as  a  salesman  is  to  sell  them 
one.  Instead,  more  and  more  are 
trained  managers  who  understand 
computers  but  believe  in  imposing  on 
computer  expenditures  the  same  ra- 
tional test  they  would  apply  to  any 
major  company  expenditure:  How 
much  savings  (or  added  profits)  will 
each  dollar  of  computer  expenditure 
yield?  If  less  than  a  new  plant  or 
product,  then  the  computer  project 
should  theoretically  be  shelved.  IBM 
is  increasingly  in  competition  for  the 
capital  investment  dollar.  "We  are  a 
capital-goods  business,"  says  Learson. 

Changes  are  taking  place  at  IBM, 
too.  A  good  number  of  successful  em- 
ployees have  left  the  company  for 
greater  opportunities  (see  box,  p. 
20).  Those  who  remained  have  sud- 
denly found  raises  and  promotions 
much  less  frequent.  For  them  it  has 
come  as  somewhat  of  a  shock  to  real- 
ize that  their  meteoric  careers  have 
been  due  more  to  IBM's  constant 
growth  than  to  their  own  superiority. 
"Head  counts"  at  many  sales  offices 
and  plants  have  forced  lower-level 
management  to  cut  back  on  employ- 
ees. In  some  cases,  that  means  trans- 
fers. In  others,  it  means  encouraging 
the  employee  to  quit.  (IBM  officially 
has  never  laid  off  workers  in  its  his- 
tory but,  in  the  view  of  some,  its 
present  policy  comes  very  close  to  it.) 
Says  one  ex-IBM  engineer,  "IBM  al- 
most became  a  religion  with  me.  I  had 
read  the  Watson  letters.  I  was  im- 
pressed by  his  belief  in  the  individual. 
But  there  is  a  complete  turnabout 
now.  There  are  lies  about  character 
and  performance  so  they  can  get  rid 
of  you.  I  can  name  one  person  after 
another  who  has  been  fired  from  IBM 
recently.  IBM  is  now  no  better  than 
GE  or  Honeywell." 

In  an  era  when  the  Yankees  had  col- 
lapsed, the  Church  was  w  racked  with 
dissension,  the  astronauts  were  be- 
coming boring,  IBM  stood  out  as  a  re- 
assuring symbol  of  belief. 

But  we  are  not  living  in  an  age  of 
belief.  So,  for  the  first  time  in  years, 
people  are  looking  at  IBM's  problems 
as  well  as  its  strengths.   ■ 
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"We  used  to  have  the x  per  son-to-person'  habit 

whenever  we  called  Long  Distance. 

Then  we  found  out  how  much  we'd  save  dialing  direct. 

So  we  changed  habits  and  cut  our  phone  bill  20%/' 


Robert  Klitzner,  president,  Providence  Emblem  Co. 


Many  businessmen  feel  that  calling 
person-to-person  is  the  smart  way  to  make 
a  business  call. 

When  you  take  a  look  at  today's 
interstate  dial-direct  rates,  we  think  you'll  change 
your  mind. 

For  example,  from  8  a.m.  to  5  p.m.,  Mon- 
day through  Friday,  a  three-minute,  coast-to-coast 
call  placed  person-to-person  costs  $3.55  plus  tax. 


But  if  you  dial  the  call  yourself, 
station-to-station,  without  operator  assistance, 
the  cost  is  just  $1 .35  plus  tax. 

You  save  $2.20  on  that  one  call ! 

Whetheryour  sales  are  four  million 
a  year  like  Providence  Emblem  or  400  million, 
it  makes  sense  to  dial  direct. 

Get  in  the  habit. 


Dial-direct  rates  do  not  apply  to  coin,  credit-card,  collect,  person-to-person, 
and  hotel-guest  calls,  or  to  calls  charged  to  another  number. 


The  Rich  Get  Richer 

There  is  another  world  of  railroading 
than  that  inhabited  by  the  Penn  Central. 


Sighs  of  belief  came  from  fruit 
growers  in  California,  coal  operators 
in  the  East  and  farmers  in  the  grain 
belt  when  the  railroads  and  the  unions 
patched  up  their  differences  last 
month  and  got  the  trains  moving 
again.  But  how  much  that  relief  was 
echoed  by  the  railroads  themselves 
depends  on  whom  you  ask. 

The  strike  settlement  was  expen- 
sive, calling  for  a  wage  increase  re- 
troactive to  last  January  amounting  to 
42%  over  42  months— held  up  now  by 
the  90-day  wage  freeze.  For  railroads, 
half  of  every  revenue  dollar  goes  for 
labor  costs.  To  offset  a  42%  wage  hike 
means  lifting  revenues  by  21%— or 
more,  to  the  extent  that  inflation  raises 
operating  costs.  Such  gains  don't  come 
easily— especially  in  railroading. 


The  unions  did  agree  to  change 
some  of  the  featherbedding  work  rules 
that  have  long  hamstrung  rail  profits. 
But  work-rule  changes,  most  of  which 
remain  to  be  negotiated  at  local  levels 
before  going  into  effect,  will  be  slow 
to  yield  real  savings.  "People  are  ex- 
pecting too  much  ff  they  expect  a  big 
breakthrough,"  cautions  a  top  execu- 
tive at  one  eastern  railroad.  "The 
Penn  Central  has  way  oversold  them. 
If  getting  great  savings  from  work- 
rule  changes  over  the  next  18  months 
determines  whether  the  Penn  Central 
stays  afloat,  well,  it's  going  down." 

Does  this  mean  railroading  is  a 
hopeless  business?  It  certainly  has 
looked  that  way  for  the  Penn  Central 
and  many  of  the  eastern  and  mid- 
western  roads.  But  listen  to  Frank  E. 
Barnett,  chairman  of  the  Union  Pacif- 
ic: "The  railroad  freight  business  is  a 
growing  industry.  For  some  of  us, 
freight  revenue  is  growing  more  than 
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the  economy  on  average.  This  may 
actually  accelerate  because  of  what 
happened  to  the  Penn  Central." 

The  fact  is,  there  are  some  healthy 
railroads— not  only  the  Union  Pacific, 
but  also  outfits  like  the  Southern,  the 
Norfolk  &  Western  and  the  Southern 
Pacific.  Few  would  call  them  true 
growth  companies,  but  because  of  the 
ways  they  are  structured— their  routes, 
their  wage  levels,  their  markets— they 
are  at  least  in  a  position  to  reap  rea- 
sonable gains  in  good  economic  years. 
In  railroading  today,  it's  a  case  of  the 
rich  getting  richer. 

To  begin  with,  unlike  the  Penn 
Central,  roads  like  the  UP,  the  SP 
and  the  Southern  are  in  superb  physi- 
cal shape.  They  have  been  prosperous 
enough  to  have  the  funds  for  capital 
improvements.  The  Southern  Railway 
and  the  Union  Pacific,  for  example, 
have  been  able  to  keep  capital  ex- 
penditures up  at  the  rate  of  $20  for 
every  $100  of  revenues  in  recent 
years.  The'average  spending  rate  for 
the  profit-poor  industry  as  a  whole 
has  been  about  half  that  level.  The 
UP  has  been  able  to  spend  even  more 
heavily,  pouring  $738  million  into 
new  equipment  in  the  past  five  years. 
In  most  cases,  this  means  they  can 
operate  more  efficiently  than  other 
roads  with  older  equipment. 

These  roads  have  some  other  built- 
in  advantages.  Despite  their  heavy 
spending  in  a  capital-intensive  indus- 
try, the  Southern  Pacific  and  the  UP 
both  have  low  debt  ratios— 35%  for 
the  Southern  and  29%  for  the  UP,  vs. 
an  average  of  about  38%  for  all  Class 
I  railroads.  The  UP  and  the  Southern 
Pacific,  respectively,  have  640-  and 
543-mile  freight  hauls,  vs.  an  industry 
average  of  499.  That  spares  them 
some  of  the  crushing  labor  costs  that 
sank  the  Penn  Central.  Running 
through  relatively  sparse  western  ter- 
ritory, but  connecting  major  popula- 
tion centers,  the  UP  and  the  SP  tie 
up  less  equipment  and  manpow- 
er in  terminals  and  freight-gathering 
points.  Nor  are  they  hampered  as 
much  by  state  laws  enforcing  feather- 
bedding  as  the  eastern  roads  are  in 
Ohio  and  Indiana. 

The  Southern  has  relatively  short 
hauls,  averaging  just  290  miles,  and 
a  39%  debt  ratio  that  is  actually  high- 
er than  the  industry  average.  But  it 
does  have  two  other  things  going  for 
it  that  give  it  one  of  the  best  growth 
and  profit  records  in  the  industry:  a 
low  labor-cost  ratio  of  some  40%  of 
revenues  (vs.  52.5%  for  the  industry) 


and  an  area  of  operation  where  barge, 
truck  and  even  rail  competition  for 
freight  is  not  strong.  "The  railroads  in 
our  territory  aren't  overbuilt  the  way 
railroads  are  in  the  Northeast,"  says 
W.  Graham  Claytor  Jr.,  the  Southern 
Railway's  president.  The  Union  Pa- 
cific resembles  the  Southern  Railway 
in  that  it  has  a  low  labor  ratio,  at 
around  40%  of  revenues.  For  both 
railroads,  a  boost  in  wages  is  far  less 
damaging  than  it  is  for  an  eastern 
road  like  the  Penn  Central. 

The  Norfolk  &  Western  system, 
whose  earnings  were  knocked  down 
a  year  ago  by  a  combination  of  strikes 
and  higher  costs,  is  another  road 
blessed  with  a  favorable  location.  Its 
debt  ratio  is  a  high  48%,  its  average 
freight  haul  a  short  322  miles.  But 
the  N&W  is  plunk  in  the  middle  of 
coal  country  and,  along  with  the 
C&O/B&O,  handles  the  bulk  of  the 
nation's  coal  traffic.  Just  now,  the  coal 
business  is  booming,  and  the  N&W 
should  have  little  trouble  bringing  its 
earnings  back  up  from  the  depressed 
$6.14  per  share  in  1970  to  around 
$8  in  1971. 

Moving  Together 

An  increasing  number  of  railroads, 
like  the  UP,  the  SP  and  the  Illinois 
Central,  have  also  developed  sizable 
nonrailroad  sources  of  revenue.  But 
railroading  remains  their  basic  busi- 
ness. Long  term,  the  UP's  Barnett  is 
convinced  that  many  railroads  are  in 
a  more  favorable  cost  situation  than 
are  truckers,  air  freight  or  barges. 
Says  he:  "Railroad  costs  per  ton-mile 
are  only  1.1  cents  on  average,  while 
they  haul  freight  that  brings  in  reve- 
nues at  1.4  cents,  which  is  their 
spread.  Trucker  costs  are  twice  as 
high.  Even  the  most  optimistic  figures 
for  the  coming  jumbo  freight  jets 
don't  come  in  under  5  cents  a  mile." 

This  fundamental  economic  ad- 
vantage hasn't  saved  the  railroads 
from  heavy  traffic  losses  in  recent 
years.  But  railroadmen  claim  that 
this  is  because  they  are  hobbled  by 
so  many  restrictions,  government-im- 
posed and  labor-imposed.  With  the 
Penn  Central  in  ruins,  Barnett  hopes 
some  of  these  restrictions  will  be 
lifted  and  the  traffic  losses  reversed. 

Should  investors,  then,  go  out  and 
load  up  on  shares  of  these  so-called 
"quality"  roads?  Not  unless  they  are 
buying  for  yield,  suggests  Scott  Nich- 
olls,  the  highly  regarded  rail  analyst 
at  Moore  &  Schley,  Cameron:  "Rail 
equities  generally  move  together  as  a 
group,  both  up  and  down.  Superior 
management  and  performance  by  in- 
dividual roads  doesn't  seem  to  have 
a  particularly  strong  effect  in  going 
against  a  downtrend  or  stronger  than 
an  uptrend."  ■ 
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Rough  Beginning 

"oungsters  switched  from  striped 
?ans  to  solid  colors,  and  an- 
ther growth  stock  was  set  back. 

I'here  are  moralists  who  hoped  the 
public  would  learn  from  the  terrible 
I  eating  it  took  in  the  stock  market 
list  year;  at  least  people  might  not 
|e  so  anxious  to  pay  fancy  prices  for 
Jew  issues. 

t  Was  that  hope  in  vain?  San  Fran- 
iiisco's  Levi  Strauss  &  Co.,  the  famous 
|ants  maker,  went  public  in  March, 
Ind  the  issue  of  1.4  million  shares 
^as  snapped  up.  It  was  priced  at 
'early  25  times  1970  earnings,  a  rich 
Multiple  for  a  garment  stock,  but  then 
.evi  Strauss  was  the  maker  of  the 
[ne-and-only  Levi's  and  had  a  great 
Irowth  record.  But  that  was  only  the 
leginning:  The  next  day  the  stock 
pas  bid  up  to  62,  about  32  times 
[arnings. 

I  As  it  must  to  all  those  who  invest 
lithout  considering  the  facts,  disillu- 
[onment  came  in  late  June  for  many 
If  Levi  Strauss'  eager  new  stockhold- 
Irs.  Chairman  Walter  A.  Haas  Jr.  an- 
lounced  that  earnings  had  slipped 
h  46  cents  a  share  from  54  cents  in 
he  same  period  of  1970.  These  things 
ften  occur  in  the  garment  trade,  but 
ney're  not  supposed  to  happen  to 
bmpanies  selling  at  fancy  price/ earri- 
ngs ratios.  Levi  Strauss  stock  fell  to 
4,  nearly  30%  under  its  high  and  three 
oints  below  its  offering  price  of  47. 

Solid  Switch 

What  happened  was  simple,  prob- 
bly  inevitable.  Levi  Strauss  had 
lade  too  many  pants  of  the  wrong 
ind.  "Fashion  is  tough  to  predict," 
lid  Chairman  Haas,  adding  that  just 
'hen  the  company  was  gearing  up 
>r  a  continuation  of  the  boom  in 
riped  jeans,  the  youngsters  switched 
)  solid  colors. 

Levi  Strauss  will  undoubtedly  get 
ack  in  stride.  Haas  still  talks  about 
n  annual  growth  in  sales  of  20%  a 
ear— which  would  lift  the  company's 
des  from  last  year's  $328  million  to 
ver  $800  million  by  1975.  Haas 
unks  it  has  plenty  of  room  to  grow 
l  the  eastern  U.S.  and  Europe.  Its 
jiainstays  are  the  Levi's  blue  jeans, 
acks,  shirts  and  accessories  for  men 
nd  boys,  though  it  has  branched 
ito  women's  wear  during  the  last 
iree  years. 

"Sure,  we  got  caught  temporarily 
lis  year,"  Haas  says.  "But  we  can  do 
nything  the  customers  want.  If  to- 
lorrow  they  want  kilts  instead  of 
ants,  we  can  make  kilts."  But  will 
ilts— or  women's  wear— be  as  profit- 
ble  as  blue  jeans?  ■ 
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THE  GARRETT 
TFE  731  ENGINE: 


for  greater  economy  and  range 

your  business  jet 

needs  our  turbofan. 


Put  our  TFE  731  turbofan  on  your  busi- 
ness jet  and  the  biggest  thing  you've  got 
going  for  you  is  economy  of  operation. 
First,  you  get  better  performance  at  higher 
altitudes  —  higher  cruise  speeds  over  a 
longer  period  of  time  for  more  range  — up 
to  2500  miles.  You  get  an  unmatched  alti- 
tude versatility  too  -  because  the  Garrett 
AiResearch  TFE  731  performs  just  as  well 
at  lower  altitudes.  You  get  an  extended 
hold  time  at  airports.  And  at  takeoff,  more 
thrust  and  an  overall  good  short  field 
performance.  Just  one  more  thing,  our 
TFE  731  is  years  ahead  in  noise  reduc- 
tion and  pollution  emission.  So  far,  the 
Garrett  AiResearch  TFE  731  engine 
powers  the  new  Falcon  10,  the 
Swearingen  business  jet  and  the 
Gates  Learjet.  Make  your  new 
business  jet  next. 


Garrett   AiResearch  TFE  731  specifica- 
tions (sea  level,  standard  day): 

Power  output takeoff  thrust: 

3500  lbs 

max  continuous: 

3500  lbs 

RPM fan:  10,967 

LP  spool:  19,728 
HP  spool:  28,942 

TSFC   0.493  Ib/hr/lb  thrust 

Pressure  ratio fan:  1.54 

cycle:  15.09 

Bypass  ratio 2.67 

Airflow 113  lbs/sec 

Weight  (base) 625  lbs 

Write  or  phone.  AiResearch 
Manufacturing  Co.  of  Arizona, 
402  S.  36th  St.,  Phoenix,  Arizona. 
85034.  Phone  (602)  267-3011. 


The  Garrett  Corporation 


one  of  The  Signal  Companies  w\ 


Ower-the-road  tonnage  will  be  up  22%  by  1975. 
And  Fruehauf  Trailers  will  carry  most  of  it. 


For  years,  motor  transport 
has  been  the  lifeline  of  the  world's 
freight  transportation  business. 
And  indications  are  that  this 
industry,  listed  as  one  of  1971  's 
fastest  growing  industries  by  the 
Department  of  Commerce,  will 
carry  off  an  even  bigger  share  of 
the  business  in  the  decade  ahead. 

By  1975,  it's  estimated  that 
U.S.  Class  I  &  II  motor  carriers 
will  transport  over  a  billion  tons 
of  local  and  inter-city  revenue 
freight  annually— a  22%  jump 
over  1971. 

This  growth  is  represen- 
tative of  a  worldwide  trend 
because  motor  transport  is  truly 
an  international  business.  With 
manufacturing  facilities  in  14 
countries  outside  the  United 
States  and  Canada,  we  at 
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Fruehauf  will  share  substantially 
in  this  growth  through  the  sale, 
lease,  and  rental  of  truck-trailers, 
truck  bodies,  containers,  and 
material-handling  equipment. 

Our  new  Corporate 
Brochure  tells  you  more  about  our 
involvement  in  the  vital  trans- 
portation industry.  For  your  copy, 
write  Fruehauf 


1967        1969        1971         1973        1975 

(Prelim.)     (Est.)         (Est.)         (Est.) 


Source: 

American  Trucking  Associations,  Inc. 


TRANSPORTATION 


Corporation, 

Dept.  F-6161, 

10900  Harper, 

Detroit,  Mich. 

48232. 

Fruehauf. 

A  company  building 

for  the  70's  through 

Total  Transportation. 
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The  Coal  King  from  Philly 

When  Ted  Leisenring  left  college,  he  wanted  to  work  for  a  big  company. 
Instead,  he  took  a  little  family  company  and  turned  it  into  a  big  one. 


When  he  graduated  from 
Yale  20-odd  years  ago,  Ed- 
ward Barnes  Leisenring  Jr. 
knew  he  wanted  to  go  into 
the  coal  business.  He  thought 
George  Love's  Consolidation 
Coal  would  be  the  place  to 
start  because  that  was  where 
things  were  really  happening. 
But  the  senior  Leisenring  ob- 
jected: "My  father  said  if  I 
did  well  there,  I  wouldn't 
want  to  come  back  to  work 
for  our  much  smaller  compa- 
ny On  the  other  hand,  if  I 
didn't  do  well,  then  maybe 
he  wouldn't  uant  me  back." 

So  Leisenring  went  to  work 
for  his  dad,  and  now  he  is 
president  of  Westmoreland 
Coal  Co.  and  its  parent,  Penn 
Virginia  Corp.  Not  a  bad 
choice,  as  it  turned  out.  Con- 
solidation is  now  a  subsidiary 
of  Continental  Oil,  while 
Westmoreland— a  small  compa- 
ny no  longer— is  one  of  the 
most  promising  companies  in 
a  booming  industry.  A  short 
tour  years  ago  it  had  a  mere 
lld-million-ton  reserve,  earned 
v2  B  million  on  some  $31  mil- 
lion in  revenues.  Today  it 
claims  directly  or  indirectly 
nearly  four  times  as  many  re- 
serves,  and  it  may  well  dou- 
ble that  in  the  next  year  or  so. 
Even     better,     Westmoreland  * 

stands  a  good  chance— even  in 
what  promises  to  be  a  strike 
year— of  matching  the  $10.7  million  it 
earned  last  year  on  some  $165  mil- 
lion in  sales. 

Westmoreland  is  only  the  most  ob- 
vious wave  in  the  widening  circle  of 
influence  spread  by  Ted  Leisenring 
these  days.  At  45,  he  already  evi- 
dences some  of  George  Love's  wide- 
ranging  executive  versatility.  Through 
Penn  Virginia  Corp.  he  is  also  a  ma- 
jor force  in  the  Southern  Railway,  in 
which  Penn  Virginia  is  the  largest 
stockholder  and  which  Leisenring 
serves  as  director  and  member  of  the 
executive  committee.  As  chairman  of 
SKF  Industries,  he  oversees  the  Swe- 
dish parent's  (Forbes,  July  15)  in- 
vestment in  its  U.S.  affiliate.  ("I  pay 
close  attention,"  he  says,  "but  it's  a 
title,  not  a  job.")  As  a  member  of  the 
executive  committee  of  Fidelity  Corp., 
he  is  influential  in  Philadelphia's 
fourth-largest  bank.  Leisenring  is  a 
Main  Line  Philadelphian  with  social, 
financial  and  genealogical  connections 


Leisenring  of  Westmoreland  Coal 

that  reach  at  least  as  far  as  the  du 
Ponts  and  the  banking  Bissels  of 
neighboring  Wilmington. 

The  Patrimony 

Leisenrings  have  headed  Penn  Vir- 
ginia or  its  predecessor  companies  for 
four  generations  now.  Ted  Leisenring's 
direct  interest  in  the  company  is  prac- 
tically invisible.  Together  with  18  oth- 
er directors  and  officers,  he  owns  less 
than  1.8%  of  Westmoreland,  less  than 
2%  of  Penn  Virginia.  But  the  web  of 
control  is  far  sturdier  than  that— ex- 
tending through  the  bloodlines  of  the 
Leisenring  family  and  friends,  through 
other  companies,  public  and  private, 
which  the  family  controls.  "We  could 
still  marshall  40%  plus  or  minus  of 
Penn  Virginia,"  he  says.  "Penn  Vir- 
ginia has  30%  of  Westmoreland,  and 
I'd  guess  we  could  put  our  finger  on 
another  20%  to  25%.  Not  all  directly 
in  my  family.  Some  offshoots  from 
way  back.    Like  John   Kemmerer,   a 


third  cousin,  and  his  family.  Of 
course,  my  father-in-law  is 
chairman  of  Delaware  Trust 
Co.  and  his  brother  is  chair- 
man of  Wilmington  Trust." 

Leisenring's  impeccable  busi- 
ness connections  often  come 
in  handy.  Last  year,  for  in- 
stance, Westmoreland  was  car- 
rying $22  million  in  debt  and 
operating  at  a  working  capi- 
tal deficit  at  a  time  when  it 
was  too  costly  to  raise  new 
money  of  any  kind.  Did  West- 
moreland's bankers,  principal- 
ly Fidelity,  Girard  Trust  and 
Philadelphia  National,  object? 
They  did  not.  "They  agreed 
to  continue  to  roll  over  the 
company's  substantial  short- 
term  debt,"  Leisenring  says, 
"until  the  climate  for  either 
debt  or  equity  financing  im- 
proved. Those  banks  stood  by 
us  beautifully.  They  said,  'Just 
don't  worry  about  it,  we'll  take 
care  of  it,  long-term,  short- 
term,  whatever  you  want.' 
They  were  really  great." 

By  December  Westmore- 
land's stock  had  climbed  back 
into  the  high  40s  from  a  low 
of  29  in  May,  and  Westmore- 
land sold  400,000  shares  and 
eliminated  its  debt. 

Ted  Leisenring's  biggest 
acquisitions  were  Boston's 
Sprague  companies  in  1968— 
the  Imperial  Smokeless  and 
Winding  Gulf  coal  properties 
and  Sprague  Coal  International,  an 
export  sales  company.  Acquisition  of 
the  Sprague  mines  not  only  doubled 
Westmoreland's  domestic  reserves, 
but  at  the  same  time  also  provided  it 
with  a  range  of  low-  and  medium- 
volatile  coking  coals  for  the  first  time. 
Sprague  was  a  bit  shaky  at  the  time. 
"We  took  something  of  a  gamble," 
Leisenring  says  now,  "believing  that 
the  value  of  high-quality  coking  coal 
was  going  to  go  up.  But  we  never 
foresaw  it  would  go  up  as  much  as 
it  did,  doubling  in  three  years."  As  a 
result  of  the  Sprague  acquisition,  95% 
of  Westmoreland's  reserves  are  low- 
sulphur,  essentially  nonpolluting  coals. 
More  recently,  Westmoreland  and 
Penn  Virginia  joined  forces  with  Mor- 
rison-Knudsen,  Kewanee  Oil  (con- 
trolled by  fellow  Philadelphian  Wil- 
liam Wyckoff  Smith)  and  Kemmerer 
Coal  (owned  by  Leisenring's  cousin 
John  Kemmerer)  to  develop  some 
60,000  acres  of  coal  lands  in  eastern 
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PRIVATE  EAR 

Lets  you  hear  both  sides 
of  a  telephone  conversation 
without  lifting  the  receiver. 

This  clever,  miniaturized  electronic  telephone  "moni- 
tor" is  now  available  to  the  public.  You  simply  at- 
tach it  via  the  suction  cup  to  the  side  of  an  extension 
phone,  then  listen  through  the  ear  plug.  You  can 
actually  hear  both  sides  of  the  telephone  conversation 
going  through  the  main  line.  Clearly  and  distinctly. 
Without  picking  up  the  receiver.  There's  even  a  built- 
in  volume  control  so  you  can  adjust  the  voice  level  for 
ideal  reception. 

Dozens  ol  Practical  Use* 
Measuring  less  than  two  inches  in  diameter,  Private 
Ear  is  small  enough  to  fit  easily  into  your  shirt 
pocket.  It's  powered  by  a  tiny,  long-life  mercury  bat- 
tery (included).  Not  a  toy — but  a  sophisticated  elec- 
tronic development  that  really  works,  with  a  wide 
variety  of  helpful  and  interesting  applications  for 
office  and  home : 

For  example,  your  secretary  can  listen  in  on  a 
call  without  disturbing  the  conversation  with  clicks 
or  typewriter  clatter.  And  at  home,  another  party  can 
listen  in  unnoticed  on  family  long-distance  calls  with- 
out cutting  down  on  the  clarity  of  the  connection. 
Think  how  many  other  valuable  uses  you'll  find  for 
this  ingenious  instrument! 

Order  No.  42400:  Telephone  Monitor— only  $12.95 
plus  60e  for  postage  and  handling. 
Send  check  or  money  order.  Major  credit  cards  ac- 
cepted. Please  give  credit  card  name,  account  number 
and  your  signature.  N.Y.  State  residents  add  sales  tax. 
FREE  gift  catalog  on  request. 


THE  EVERYTHING  GUARANTEE 


The  GALLERY  guarantees  EVERYTHING:  the  qual- 
ity, accuracy  of  description,  availability,  prompt 
delivery.  If  not  delighted,  return  the  Telephone 
Monitor  within  3  weeks  after  you  receive  it  (not  the 
usual  10  days)  for  an  Instant  refund  of  purchase 
price  or  cancellation  of  charges. 


££>%.  3GALLERY 

Dept.2159,  Amsterdam,  N.Y.  12010 


THE  WAY  TO 

WEALTH 
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...  is  realistically  treated  by 
young  millionaire  In  a  series 
of  exceptionally  valuable 
guides  bearing      ch  titles  as: 

Turning  Opportunities  Into  Bank  Balances 

Is  It  Easy  To  Make  Money? 

How  To  End  Your  Financial  Worries 

The  Business  Force  &  The  Business  Farce 

Are  You  A  Nobody? 

New  Roads  To  Opportunity  &  Wealth 

Mastery  Of  Financial  Success 
Mailed    on    request    without    charge    to    any 
ambitious   individual   prospecting  for  a  busi- 
ness  opportunity   that   can   provide  financial 
independence. 

WRITE   FOR   YOUR   FREE   BOOKLET  TO0AY1 
FORT     International     P.O.  Box  22458, 
Denver, Colorado  80222.  Phone  (303)  757-5500. 


Montana.  The  project  is  vast:  The 
tract  has  something  like  900  million 
tons  of  low-sulphur  coal,  which  Lei- 
senring  hopes  to  funnel  into  the  mid- 
west utility  market.  "The  stakes  are  so 
high  and  the  volume  so  large,"  says 
Leisenring,  "we  knew  we'd  eventually 
need  tens  and  hundreds  of  millions  of 
dollars,  so  we'd  be  very  shortsighted 
if  we  tried  to  handle  it  ourselves." 
However,  Westmoreland  will  manage 
the  project. 

With  only  $26  million  in  assets,  a 
market  value  of  $40  million,  and  a  net 
income  (largely  tax-free)  of  only  $2.4 
million,  Penn  Virginia's  financial  state- 
ments barely  begin  to  suggest  the  val- 
ue of  its  assets.  Its  investments  in 
Southern  Railway  and  Westmoreland 
alone  are  worth  more  than  $60  million 
at  current  market.  Penn  Virginia's 
345-million-ton  coal  reserve,  which  it 
leases  to  Westmoreland,  currently 
yields  an  average  of  26  cents  a  ton  in 
royalties;  it  is  worth  many  times  the 
$3.4  million  at  which  it  is  carried  on 
the  books. 

The  way  mergers  with  oil  and  min- 
ing companies  have  swept  the  coal 
industry,  says  Leisenring,  "within  a  few 
years  it  may  be  that  we'll  be  the  last 


coal-only  company  around."  He  makej 
perfectly  clear  that  Westmoreland  is 
not  for  sale.  "We've  had  a  lot  of  offers 
over  the  last  ten  years,  and  we've 
turned  them  down,"  he  says.  "The 
price,  looking  back,  was  always  very 
low,  and  in  every  case  we  would 
have  "made  a  mistake.  If  we  are  for- 
tunate or  energetic  enough  to  have 
multiplied  our  reserves  as  much  as 
we  have  in  the  past  three  years,  sure- 
ly we  have  a  hell  of  a  potential 
growth  ahead  of  us." 

There  are  two  Leisenring  sons  com- 
ing along  who  might  conceivably 
want  to  go  into  the  business  some 
day.  "What  they  do  with  their  future 
is  up  to  them,"  Ted  Leisenring  says, 
with  a  diplomatic  nod  toward  the  in- 
dependence of  today's  youth.  "At  any 
rate,  they  won't  be  able  to  do  what 
their  father  did.  They  won't  be  able 
to  start  out  with  Westmoreland.  We 
have  a  policy  that  we  don't  hire  any- 
one directly  out  of  college  or  business 
school.  I'd  much  rather  have  them  go 
to  work  somewhere  else  and  then 
come  back  and  say,  'I've  been  think- 
ing about  it  for  five  years  and  this  is 
where  I  want  to  be.' 

"If  we  lose  them,  so  be  it."  ■ 


"Auspicious  Beginnings,  inevitable  Endings' 


Frick 


If  it  hadn't 
been  for  An- 
drew Carne- 
gie and  Wil- 
liam Clay 
Frick,  Penn 
Virginia  might 
have  been  a 
very  different 
company  from 
what  it  turned 
out  to  be. 
Ted  Leisen- 
ring's  great- 
grandfather, 
John  Leisen- 
ring, started  out  as  an  engineer 
with  the  Lehigh  Coal  &  Navigation 
Co.,  made  his  pile,  and  around 
1870  moved  west  to  go  into  the 
bituminous  coal  business  in  Pitts- 
burgh. Frick  and  Carnegie  soon 
decided  that  Leisenring  was  get- 
ting a  bit  too  big  for  his  britches. 
"Suddenly,  my  great-grandfa- 
ther's orders  practically  dried  up," 
Ted  Leisenring  says,  "and  it  didn't 
take  long  for  him  to  figure  out 
what  was  happening.  So  he  went 
to  Mr.  Frick  and  Mr.  Carnegie  and 
said,  'We  all  know  what's  going 
on,  can't  we  work  something  out?' 
'I  think  so,'  they  said,  'how  much 
did  you  put  into  these  properties?' 
When  he  told  them,  they  said,  'All 
right,  that's  what  we'll  pay  you.' " 


Carnegie 


This  is  why 
John  Leisen- 
ring went 
south  into  Vir- 
ginia, bought 
up  100,000 
acres  of  coal 
lands,  and 
founded  the 
predecessors 
of  today's  Penn 
Virginia  and 
Westmoreland 
Coal. 

Years  lat- 
er Leisenring 
built  a  railroad  to  link  his  mines 
with  the  big  trunk  carriers.  Though 
it  never  got  outside  of  Virginia,  it 
was  called  the  Interstate  Railroad, 
and  it  remained  in  the  corporate 
family  until  a  decade  ago  when  it 
began  to  dieselize.  "We  found  we 
were  going  to  have  to  go  into  a 
major  car-buying  or  -building  pro- 
gram, and  the  amortization  and 
interest  were  going  to  eat  us  up," 
Ted  Leisenring  recalls.  "We  had 
been  pursued  by  several  railroads 
over  a  period  of  years,  and  so  we 
invited  the  Norfolk  &  Western, 
Louisville  &  Nashville  and  South- 
ern to  make  the  best  offer.  South- 
ern made  the  best  offer-275,000 
shares  of  common— and  we  became 
the   largest   shareholders." 
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Digestion  and  Indigestion 

At  Bell  &  Howell,  Don  "Mustang"  Frey  has  strong 
opportunities.    But  first,    the  problems .... 


"Someday  I'd  like  to  join  a  company 
that  is  really  roaring  ahead,"  Donald 
N.  Frey,  the  48-year-old  chairman 
and  chief  executive  of  Chicago's  Bell 
&  Howell,  joked  to  a  Forbes  report- 
er recently. 

Don  Frey  had  a  job  like  that  once. 
At  Ford  Motor  Co.  he  assisted  in  the 
birth  of  the  Mustang— which  roared 
into  the  auto  market  like  no  new  car 
before  or  since— and  rose  to  become  a 
group  vice  president.  But  when  the 
pathway  to  the  top  at  Ford  appeared 
clogged,  the  intense,  ambitious  Frey 
looked  elsewhere.  In  1968  he  landed 
the  presidency  of  General  Cable— just 
as  its  earnings  came  apart  at  the 
seams.  He  was  getting  them  stitched 
back  together  this  past  February 
when  the  board  of  Bell  &  Howell  in- 
vited him  to  come  over  and  try  to 
revive  its  sagging  profits. 

Lack  of  Muscle 

There  was  a  time  when  Bell  &  How- 
ell was  roaring  ahead.  That  was  in 
the  early  Fifties,  when  most  of  its 
business  was  still  in  cameras  and  pho- 
tographic equipment  and  it  was  run 
by  the  boy  wonder  of  the  business 
world,  Charles  H.  Percy,  now  a  U.S. 
Senator  from  Illinois.  True,  Japanese 
camera  imports  sabotaged  B&H's 
earnings  in  the  early  Sixties,  but  they 
were  on  the  way  back  up  when  Percy 
resigned  to  enter  politics  in  1965. 

Percy  was  succeeded  by  another 
youthful  chief  executive,  ex-adman 
Peter  G.  Peterson.  Percy  had  set  B&H 
on  a  good  course:  In  the  three  years 
after  his  departure,  earnings  rose  73% 
from  SI. 38  to  $2.38  per  share  and 
sales  rose  51%  to  $280  million.  But 
Peterson  was  no  Percy;  he  failed  to 
build  for  the  future.  Peterson  left  the 
company  in  1970  to  become  President 
Nixon's  international  economic  policy 
adviser.  Unlike  Percy,  he  left  in  no 
blaze  of  glory.  After  peaking  in  1967, 
B&H's  earnings  dropped  to  the  $2  lev- 
el and  stayed  there,  and  sales  barely 
inched  ahead  to  $298  million. 

Peterson  seemed  intent  on  tying  the 
company  to  other  people's  products. 
His  answer  to  a  shrinking  share  of 
the  photo  equipment  market  was  to 
manufacture  some  of  Polaroid's  cam- 
era products  under  subcontracts.  He 
also  increased  substantially  the  vol- 
ume of  photo  equipment  for  resale 
by  Sears,  Roebuck.  Some  20%  of  the 
motion  picture  cameras  it  sells,  and 
all  of  the  still  cameras,  are  made  by 
Japan's  Canon  Co.,  for  whom  B&H 
is  the  U.S.  distributor.  A  middleman's 
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profits  are  almost  always  slimmer. 
Worst  of  all,  Bell  &  Howell  failed 
to  build  up  enough  marketing  muscle 
under  Peterson.  Peterson  continued 
the  diversification  started  under 
Percy.  The  company  got  into  copying 
and  duplicating  equipment,  mail-han- 
dling equipment,  microimaging  prod- 
ucts, tape  recorders,  educational 
hardware,  textbook  publishing  and 
the  running  of  technical  schools.  All 
are  fairly  promising  businesses,  but, 
as  Don  Frey  observes,  "We  are  very 


New  Broom.  When  Peter 
G.  Peterson  (above)  skipped 
off  to  the  White  House,  Don- 
ald N.  Frey  was  called  in 
to  clean  up  the  mess  that  he 
had    left    at    Bell    &    Howell. 


conscious  of  being  a  diversified  com- 
pany but  a  leader  in  nothing."  It  isn't 
even  a  leader  in  its  original  business, 
photo  equipment. 

As  to  the  rest  of  B&H's  business, 
lack  of  market  dominance,  Peterson 
reacted  to  the  downturn  in  profits 
after  1967  by  trimming  expenditures 
for  new  product  development.  In  an- 
other company,  that  might  have  been 
a  smart  cost-cutting  move.  At  Bell  & 
Howell,  it  may  only  have  added  to 
the  company's  marketing  weakness. 

High  on  Frey's  cleanup  list  is  a  re- 
organization of  the  neglected  R&D 
operations.  "We're  pointing  toward 
product  development  that  is  disci- 
plined and  has  a  chance  at  least  of 
making  money,"  he  says,  conceding 
that  the  results  are  apt  to  be  long 
range— "maybe  three,  five  or  ten  years 
down  the  road." 

Mixed  Bag 

For  the  shorter  range  he's  concen- 
trating on  what  he  calls  "digestion  and 
indigestion."  By  indigestion  he  means 
selling  off  less  profitable  parts  of  the 
company,  a  task  begun  in  1968  with 
the  sale  of  its  industrial  vacuum  divi- 
sion to  Bendix,  and  in  1970  its  analyt- 
ical instrument  division  to  du  Pont. 

By  "digestion"  Frey  refers  to  sharp- 
ening B&H's  remaining  lines.  He  plans 
to  push  hardest  in  education  and 
training,  which  is  now  the  biggest  and 
fastest-growing  part  of  the  company. 
The  company  runs  electronics  engi- 
neering schools  in  nine  cities  plus  a 
nationwide  program  of  correspon- 
dence courses.  A  film  subsidiary  spe- 
cializes in  industrial  training  courses. 
Its  Charles  E.  Merrill  Publishing  Co. 
subsidiary  supplies  textbooks  and  au- 
diotapes to  schools  and  universities. 
B&H  also  makes  a  line  of  small  port- 
able teaching  devices.  Frey  admits 
that  his  education  and  training  busi- 
ness "depends  on  government  spend- 
ing to  a  high  degree."  But  it's  the 
one  field,  of  all  those  Bell  &  Howell 
is  in,  where  the  company  has  a  chance 
to  establish  a  major  market  share. 

As  to  the  rest  of  B&H  business, 
Frey  is  painfully  honest.  Growth  in 
business  equipment  he  figures  at  no 
better  than  the  growth  of  the  gross 
national  product.  He  says  his  electron- 
ics business  "is  not  much  in  the  black" 
and  needs  further  pruning.  He  says 
B&H's  consumer  products,  mainly 
cameras  and  projectors,  "are  a  mixed 
bag  and  need  a  lot  of  work." 

Bell  &  Howell's  decline  did  not  take 
place  overnight;  it  actually  began  at 
a  time  when  the  company  seemed  to 
be  doing  very  well.  Likewise  its  re- 
covery to  former  levels  of  profitability 
is  not  apt  to  come  fast.  For  a  while, 
Frey  is  going  to  look  bad  for  things 
his  predecessor  did  or  didn't  do.  ■ 
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Most  successful  businessmen 
got  where  they  are  by  knowing 
something  other  than  business 


Today,  the  business  world  has  to  know  what  is  going  on  in 
the  rest  of  the  world. 

Politics,  education,  race,  the  military,  social  change... 
they  all  affect  business.  And  you. 

That's  why  The  Fortune  Book  Club  offers  books  not  only 
about  business,  but  about  a  wide  range  of  subjects  relevant 
to  businessmen. 

Subjects  that  affect  you  out  of  the  office  as  well  as  in. 

Take  "Listening  to  America!'  by  Bill  Moyers.  It's  a  bril- 
liantly written  perceptive  account  of  the  unsettled  mood  in 
America  today.  And  if  you're  going  to  anticipate  the  problems  you 
and  your  children  are  going  to  face  in  years  to  come,  you  have  to 
know  what  they  are  now. 

On  the  lighter  side  there's  "George  Washington's  Expense 
Account!'  (You  don't  know  every  trick  in  this  book.) 

Another  way  to  take  your  mind  off  your  problems  is  to 
read  about  Bernard  Cornfeld's  problems.  "Do  You  Sincerely  Want 
To  Be  Rich?"  is  the  story  of  his  reckless  handling  of  IOS, 


and  his  meteoric  fall  from  power. 

Or  read  about  the  more  cautious  way  Tom  Watson  built  his 
colossus,  IBM,  in  "Think!' 

The  Club  also  brings  you  the  best  business  books.  Classics 
such  as  "The  Human  Side  of  Enterprise"  and  "The  Functions  of  the 
Executive!'  Plus  new  books  that  aren't  that  well  known,  but  our 
editors  find  valuable.  (Part  of  their  value  lies  in  the  fact  most 
businessmen  don't  know  about  them.)  Many  of  them  are  not  generallj 
available  in  book  stores. 

To  join  the  Club,  choose  any  book  listed  here.  It's  yours. 
Free.  And  unlike  other  book  clubs,  you're  free  from  any  obligation 
to  buy  books.  You  buy  them  because  you  want  to.  Not  because 
you  have  to. 

Once  a  member,  you  receive  the  monthly  Fortune 
Book  Club  News  advising  you  of  new  selections  and  alternates. 
All  at  substantial  savings. 

The  Fortune  Book  Club.  The  first  businessman's  book  club 
that's  not  all  business. 


Listening 


r; 


THE  FORTUNE  BOOK  CLUB 


132  West  43rd  Street 

New  York,  New  York  10036 


•end  me  without  charge  the  book  I  have  checked 
and  enroll  mi  a-,  a  member  in  The  Fortune  Book  Club. 
I  understand  I  will  receive  each  month  The  Fortune  Book 
1  tub  ing  main  selections  and  alternates,  all 

handling  and  shipping. 
■I  I  do  not  v.r                           i|1)n  ,,,  wish  an  alternate 
selection,  I  merel)  mail  back  the  convenient  card  enclosed 
with  each  New:    III             h  thi  mam  selection,  1  do 
nothing  and  it  will  In  sent  to  me  automata  ally 
I  understand  th  books. 


Name  . 


Address. 


City  &  State 
L22* 


.Zip. 


D   121.  Pierre  S.Du  Pont  and 
the  Making  of  the  Modern 
Corporation— Alfred  D. 

Chandler,  Jr.  and  Stephen 
Salsbury.  A  thorough  and 
fascinating  account  of  one 
of  America's  most  success- 
ful entrepreneurs. . .  his 
impact  on  his  own  company 
as  well  as  General  Motors. 
(List  price:  $17.50) 

D   154.  Don't  Shoot -We  Are 
Your  Children— J.  Anthony 
Lukas.  The  Pulitzer  Prize 
winning  author  probes  into 
the  lives  of  ten  young 
radicals  and  their  reactions 
to  parents  and  society. 
A  revealing  and  totally 
honest  report. 
(List  price:  $8.95) 

□  155.  A  Primer  on  the  Law 
of  Deceptive  Practices: 

A  Guide  for  the  Business- 
man—Earl  W.  Kintner. 
One  of  the  leading  experts  on 
anti-trust  and  trade  regulation 
laws  offers  the  layman  an  up- 
to-  date  introduction  to  the 
legislation  every  businessman 
should  know. 
I  List  price:  $10.95) 

□  847.  The  Exceptional 
Executive:  A  Psychological 
Conception  —  Harry  Levinson. 
The  author  argues  that  the  trend 
toward  structunng  all  business 
problems  in  computer  terms 
isbackhnng 

(List  price  $7.25) 


□  153.  Mrs.  Success— Lois 
VVyse.  An  investigative  portrait 
of  the  wives  of  today's  successful 
men.  The  result  isa  study  of 
frustration  surrounded  by 
opulence.  (List  price:  $6.95) 

D   156.  A  Rap  on  Race  - 

Margaret  Mead  and  James  Bald- 
win. Two  of  our  leading  think- 
ers confront  many  of  the  major 
issues  of  our  time  with  frank- 
ness, reason  and  passion. 
(List  price:  $6.95) 

D  169.  The  Language  of  Cities 

—  Charles  Abrams.  Aglossary 
of  terms  and  jargon  used  by  those 
professionally  involved  in  city 
planning  and  urban  affairs. 
(List  price:  $10,00) 

L  ]   423.  Nixon  Agonistes 
—Garry  Wills.  An  outstanding 
piece  or  political  reporting 
analyzing  the  character  ot  one 
of  our  most  complex  American 
Presidents.  (List  price:  $10.00} 

L.  854.  The  Functions  of 
the  Executive  — Chester  I 
Barnard.  A  basic  study  of 
administration  that  has  become 
a  contemporary  classic. 
(List  pnee:  $7.50} 

□  852.  The  Human  Side  of 
Enterprise  — Douglas 
McGregor.  A  now  classic 
volume  that  tears  asunder  many 
traditional  notions  of  how  to 
manage  people  more  effectively. 
(List  price:  $7.95) 


D    152.  The  Great  American 
Motion  Sickness— John 
Burby.  Learn  why  America's 
transportation  is  going  nowhere 
fast.  Frequently  hilarious,  yet 
often  frightening  reading. 
(List  price:  $8.95) 

Q  167.   Do  You  Sincerely  Want 
To  Be  Rich? -Charles  Raw, 
Bruce  Page  and  Godfrey  Hodgson 
of  The  London  Times. 
How,  in  just  15  years,  Bernard 
Comfeld  built  IOS  into  a  company 
that  managed  over  $2.5  billion. 
And  why,  in  just  2  years,  the 
bubble  burst.  (List  pnee:  $8.95) 

D   168.  The  Advance  Man - 
Jerry  Bruno  and  Jeff  Greenfield. 
RFK's  chief  advance  man  takes 
you  behind  the  scenes  of  political 
campaigns  and  captures  all  their 
drama,  color  and  excitement. 
(List  price:  $5.95) 

H   502.  The  Military 
Establishment  —Adam 
Yarmolinsky.  The  definitive 
study  of  the  Pentagon  and  its 
far-reaching  impact  on  all 
aspects  of  society,  from  foreign 
policy  to  fiscal  affairs 
(List  price.  $10.00) 
□  850.  Think:  A  Biography 
of  the  Watsons  and  IBM 
-William  Rodgers. 
Author  William  Rodgers  has 
dug  deeply  into  the  past,  and 
tells  a  remarkable  story  of  IBM 
and  the  man  who  founded  it. 
(List  price:  $7.95) 


□  424.  Crisis  in  the  Class- 
room—Charles  E.  Silberman. 
An  unusually  frank  book 
exploring  the  problems  that 
beset  American  education. 
Offers  proposals  for  reconstruc- 
tion. (List  pnee:  $10.00) 

□  505.  Listening  to  America 
—Bill  Moyers.  "Listening  to 
America  is  a  book  for  the  time 
capsule,  so  that  the  American  of 
2070,  if  any  are  left,  can  find  out 
what  America  was  like  in  1970" 
—  Arthur  Schlesinger,  Jr. 

(Ust  price:  $7.95) 

□  851.  George  Washington's 
Expense  Account— Gen. 
George  Washington  and 
Marvin  Kitman,  Pfc.  (Ret.). 
This  hilarious  book  scrutinizes 
Washington's  hefty  expense 
account  during  the  Revolutionary 
War  The  general  was  the  first 

of  our  big-time  spenders. 
(List  price;  $5.95) 

G   861.  Super  Spectator  and 
the  Electric  Lilliputians 

— William  O.  Johnson,  Jr. 
This  entertaining  book  takes  a 
hard  look  at  the  impact  of 
television  on  sports — and 
vice  versa.  (List  price:  $6.95} 

□  868.  The  Information 
Machines  — Ben  H.  Bagdikian. 
As  current  as  today's 
headlines,  this  book  probes 

the  press,  TV  and  the  communiea 
tions  industry  of  the  future, 
and  i  ts  effect  on  our  1 1  ves. 
(List  pnee:  $8.95) 


The  Money  Men 


Does  the 
Market  Respond 

to 
Unknown  Forces? 


Nothing  seems  to  work  in  prog- 
nosticating the  stock  market  these 
days— not  technical  analysis  nor 
fundamental  analysis  nor  monetary 
theory.  So  we  sent  Senior  Editor 
Robert  J.  Flaherty  to  Pittsburgh  to 
talk  with  Edward  Russell  Dewey. 
Ned  Dewey  doesn't  claim  to  be  an 
expert  on  the  stock  market.  But 
he  does  know  about  cycles.  May- 
be he  could  tell  us  why  the  stock 
market  has  been  in  the  doldrums. 

Dewey,  at  76,  is  a  pure  cycle 
man.  That  is,  he  doesn't  much  care 
about  assigning  reasons  why  things 
happen;  he's  only  interested  in  dis- 
covering the  rhythm  of  what  is 
happening. 

Well  let  Dewey  do  the  talking. 

"There  are  forces  in  our  environ- 
ment somewhere  that  make  people 
optimistic  or  pessimistic  or  ener- 
getic or  quiet  at  statistically  sig- 
nificant time  intervals.  We  don't 
know  what  causes  them,  but  it 
must  be  external  rather  than  in- 
ternal forces 

Lest  you  think  that  Forbes,  out 
of  frustration  with  the  stock  market, 
is  consorting  with  necromancers 
and  astrologers,  we  hasten  to  add 
that  Ned  Dewey  is  a  genuine,  if 
excessively  single-minded,  seeker- 
after-the-truth.  He  is  a  founder 
and  president  of  Pittsburgh's  Foun- 
dation for  the  Study  of  Cycles, 
which  is  supported  in  part  by  one 
quite  substantial  foundation.  He 
has  just  published  a  book  this  July, 
entitled  Cycles:  The  Mysterious 
Forces  That  Trigger  Events.  He 
is  acquainted  with  eminent  figures 
in  the  academic,  economic  and 
business  communities.  His  board 
of  directors  includes  such  eminent- 
ly respectable  men  as  Bostonian 
Edward  C.  Johnson  II,  head  of 
the  Fidelity  funds;  Max  A.  Lauffer 
Jr.,  professor  of  biophysics  at  the 
University  of  Pittsburgh;  George  R. 
Herzog,  retired  chairman  of  Cleve- 
land's Union  Commerce  Bank. 
Johnson,  who  has  known  Dewey 
since  their  Harvard  days,  says  of 
him:  "He's  doing  great  work.  It's 
largely  theoretical,  but  it's  a  good 
direction   for   research   to    go:    So 


Dewey  ofihe  Foundation  for  the  Study  of  Cycles 


much  research  today  is  extrinsic  to 
what  goes  on  inside  of  man;  Dew- 
ey studies  what  goes  on  inside." 
Says  biophysicist  Lauffer:  "He  has 
done  more  than  anyone  else  to 
bring  cycle  research  to  the  atten- 
tion of  scientists." 

That  optimism  and  pessimism, 
revolution  and  reaction  work  in  cy- 
cles is  something  we  all  know. 
Many  a  speculator  has  sworn  by 
Charles  Mackay's  Extraordinary 
Popular  Madness  and  the  Delu- 
sion of  Crowds,  first  published  in 
1841  and  still  available  today. 
There  are  times  when— as  they 
used  to  say— people  look  at  a 
doughnut  and  see  only  the  hole: 
Isn't  a  great  wave  of  pessimism 
and  self-questioning  sweeping  our 
society  today?  But  these  are  just 
pragmatic  observations.  Dewey 
.tries  to  reduce  them  to  dependable 
and  predictable  cycles. 

He  says  he  has  found  over  a 
thousand  such  cycles.  Different  an- 
imals and  events  follow  different 
cycles.   There  doesn't  seem  to  be 


any  discernible  reason  why,  say, 
marriages  should  follow  one  cycle, 
wars  another  and— to  get  quite 
earthy— toilet  paper  sales  still  an- 
other. But,  says  Dewey,  that's  the 
way  it  is.  It's  as  if  we're  surrounded 
by  many  different  forces,  and  each 
thing  seems  to  respond  to  the  kind 
of  force  it  wants  to  respond  to: 
grouse  to  a  four-year  cycle,  rab- 
bits to  a  9.6-year  one.  Mob  cycles 
of  excitement,  for  example,  seem 
to  peak  nine  times  every  century. 

Dewey  says  he  has  found,  for 
example,  that  marriages  in  St. 
Louis  tend  to  peak  every  18.2 
years.  So  do  Nile  floods,  Java  tree 
rings  and  one  important  stock  mar- 
ket cycle.  So,  if  you  are  a  St.  Lou- 
isian  and  get  married  in,  say,  1978, 
there  may  be  more  involved  than 
love  at  first  sight. 

Dewey  makes  no  claims  to  un- 
derstanding the  natural— or  super- 
natural—forces underlying  cycles. 
But  can  you  predict  from  these  cy- 
cles? Here  Dewey  has  an  out.  He 
believes  in  the  regularity  of  cyclic 
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The  Money  Men 


forces,  but  not  necessarily  the  reg- 
ularity of  results.  An  astrologer,  for 
example,  wouldn't  predict  that 
you're  going  to  be  killed  or  bank- 
rupted on  an  unlucky  confluence 
of  celestial  bodies,  but  he'd  advise 
you  not  to  try  anything  risky  at 
these  times.  So  with  Dewey.  "If 
you  understand  when  negative  in- 
fluences are  due,"  says  he,  "you 
have  a  much  better  chance  of  off- 
setting them."  For  example,  when 
humanity  reaches  an  increasingly 
aggressive  part  of  the  war  cycle, 
its  leaders  should  be  extra  careful; 
what  could  be  a  local  flare-up  in 
one  period  might  precipitate  a  ho- 
locaust in  another. 

Alas,  all  this  isn't  of  much  use 
in  the  stock  market.  Dewey  is  the 
first  to  concede  that  his  cycles  of 
human  reaction  are  not  very  pre- 
cise as  to  beginning,  end  and  mid- 
dle. There  are  different  kinds  and 
lengths  of  cycle  even  for  the  same 
phenomena.  Nor  do  they  all  reap- 
pear regularly.  They  represent  ten- 
dencies, not  certainties.  Unfortu- 
nately, then,  you  can  only  measure 


them    after    they    have    occurred. 

As  an  example  of  this,  Dewey 
says  he  now  can  explain  the  1929 
crash  in  terms  of  cycles.  He  says 
three  different  stock  market  cycles 
coincided  and  they  all  went  down 
at  the  same  time.  But  in  1950  he 
tried  to  project  his  cycles  forward 
and  predicted  a  major  crash  and  a 
depression.  It  didn't  come.  The 
reason,  Dewey  says,  is  that  one  of 
the  cycles  faded  out  on  him;  the 
second  skipped  a  beat. 

"Working  with  cycles,"  he  says, 
"has  been  like  trying  to  solve  one 
giant  crossword  puzzle."  He's  re- 
signed to  spending  the  rest  of  his 
life  gathering  together  the  pieces. 
He  hopes  someone  else  will  come 
along  and  put  them  together. 

So,  the  Forbes  reporter  was  no 
closer  than  before  in  his  quest  for 
a  novel  means  of  predicting  the 
stock  market.  But  he  did  come 
away  with  an  old  but  still  useful 
insight.  It  was  this:  Before  making 
a  decision— in  investing  or  any- 
where else— take  care  you  are  not 
excessively    swayed   by   prevailing 


moods,  be  they  of  optimism  or  pes- 
simism. Susceptibility  to  these  ex- 
tremes is  what  makes  so  many 
"people  prone  to  buy  stocks  toward 
the  top  of  a  market  and  sell  or  ab- 
stain from  buying  at  the  bottom. 
We're  rational  individuals,  yes,  but 
we  are  part  of  mankind  and  part 
of  nature  as  well. 

Who,  after  all,  hasn't  felt  gloomy 
on  a  gloomy  day,  ebullient  on  a 
bracing  day? 

It  may  be  worth  noting  that 
Dewey  feels  two  major  stock  mar- 
ket cycles,  of  9.2  years  and  18.2 
years,  made  their  lows  last  year. 
The  former  could  well  crest  around 
1974,  which  could  mean  generally 
rising  markets  until  then. 

With  thoughts  of  nearly  three 
years  of  bull  market  spinning  in  his 
head,  our  reporter  headed  for  the 
airport.  There  he  picked  up  a 
newspaper.  It  told  him  that  the 
stock  market  was  sinking  like  a 
rock,  and  that  a  monetary  crisis 
was  upon  us.  Against  these  "facts," 
Dewey's  ephemeral  idealized  cy- 
cles didn't  seem  very  persuasive.  ■ 


Low  industrial  electric  rates  are  one  big  reason  you'll  be  interested  in 
locating  in  Omaha-Southeast  Nebraska.  Your  company  could  save  tens 
or  hundreds  of  thousands  of  dollars  yearly.  We  will  be  glad  to  mail  a 
copy  of  our  industrial  rate  schedule,  or  we'll  prepare  a  comparison  of 
electric  costs  based  on  your  present  or  estimated  use. 
A  more  than  ample  supply  of  electricity  is  another  point  of  interest  for 
Nebraska  industries  and  our  power  resources  will  continue  to  grow. 
Both  nuclear  and  conventional  expansion  are  scheduled  through  1 990. 
And  our  helpful  service  involvement  extends  into  the  day-to-day  opera- 
tions of  all  our  clients. 

Plant  sites  are  now  available  — either  fully  developed  or  as  raw  acreage. 
Rail,  air,  barge  and  interstate  service  is  unsurpassed.  Omaha- 
Southeast  Nebraska  will  put  you  in  the  middle,  and  that's 
where  a  good  distribution  system  ought  to  be. 
Interested?  Take  a  moment  to  fill  out  the  coupon  so  we  can 
give  you  complete  details  on  Omaha-Southeast  Nebraska. 

Omaha  FubHc  Power  District 

Area  Development  Department- 1623  Harney  Street 

Omaha,  Nebraska  66102  (402)  341-3100  Ext.  292 

■  '■■■■■■■■■■■■■■■*i 
Area  Development  Department,  OPPD 
1823  Harney  Street,  Omaha,  Nebraska  68102 

Please  send  the  following  Information  on  Omaha- 
Southeast  Nebraska.  (  )  Industrial  Rate  Schedule 
(  )  Rates  based  on  attached  information  (  in- 
formation on  Omaha-Southeast  Nebraska. 

name 


Let  us  generate 
your  interest 
and  low-cost 
electricity,  too. 


COMPANY  NAME 
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H  ADDRESS, 
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Build  a  better  booster, 

and  the  world  will  beat  a  path  to  your  door. 


The  McDonnell  Douglas  Delta 
has  launched  satellites  for 
the  United  States,  Great  Britain, 
Comsat,  NATO  and  Canada. 
The  Delta  part  of  the 
Thor/Delta  family  of  launch 
vehicles  was  created  to  meet  a 
NASA  request  for  a  launch 
system  with  unheard  of  reliability. 
Now,  Delta  and  Thor  have 
launched  more  satellites  than  all 
other  launch  systems  combined. 
I^nd  more  and  more,  worldwide 
space  satellite  users  are  relying 
bn  Thor/Delta  as  our  engineers 
continue  improving  them, 
lowering  the  cost  of  putting 
B  satellite  into  orbit.  □  We  built  a 
oetter  fighter  aircraft,  and  the 
same  thing  happened.  Today,  our 
F-4  Phantoms  are  the  choice 
pf  the  U.S. Navy,  Marines,  and  Air 
^orce,  and  eight  other  friendly 
countries.  Our  rugged  A-4 
:3kyhawk  is  also  in  service  with  the 
J.S.  and  several  other  Free  World 
nations.  □  Our  worldwide  "DC" 
jairliner  reputation  began  in  the 

early  Thirties.  Now 
McDonnell  Douglas 
DC-8,  DC-9  and 
DC-10  jetliners  are 


the  choice  of  more  than  60 
leading  airlines  throughout  the 
world.  □  One  of  the  latest  by- 
products of  our  aerospace 
expertise  offers  new  safety  to  air 
travelers  everywhere.  It's 

our  EROS 
Collision 
Avoidance 
System, 
which  promises  an  eventual  end 
to  mid-air  collisions  and  warns 
pilots  away  from  hazardous 
ground  obstacles.  EROS  has 
been  offered  to  major  airlines, 
and  later  this  year  we'll 
demonstrate  a  compatible 
system  for  small  general  aviation 
airplanes.  □  Just  a  few  of  the 
things  which  make  us  a  stronger 
aerospace  company  are:  export 
sales  of  $2.6  billion  in  the  last 
4  years;  diversity  within  our 
traditional  markets;  and 
our  success  with  commercial 
computer  services.  To  learn 
more  about  growing,  worldwide 
programs  at  McDonnell  Douglas, 

write  for  our  Annual  Report,  Box  14526, 

/ 
St.  Louis,  Missouri  63178. 

MCDONNELL  DOVGLA 
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Construction  and  Mining 
Equipment 
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bonfidence. 
ngersoll-Rand. 


e  believe  our  economy  is  heading  for  the  most  prosperous  era  in  U.  S.  history, 
e  don't  know  exactly  when  it  will  occur.  Nobody  does. 

But  we're  ready  for  it.  You  can  be,  too  .  .  .  with  a  minimum  outlay  of  working 
pital,  now.  Here's  how: 


VE 


LL  LEASE! 


Our  leasing  plans  enable  you  to  put  needed 
uipment  to  work  immediately,  without  battling  through  a  capital  expenditure 
quisition.  At  the  termination  of  the  lease,  you  will  have  an  option  to  buy,  re- 
w,  or  return. 

VE'LL  RPMTV 

■  ™  ™""  ■■IKi^  I  ■  You  start  now  to  profit  with  new,  labor-saving 
gersoll-Rand  equipment,  and  make  a  low  monthly  payment  over  any  reasonable 
riod  you  designate. 


YELL  FINANCE! 


You  put  any  of  our  products  to  work 
imediately  and  conserve  working  capital.  We  have  multiple  financing  plans 
ivering  anything  from  hand  tools  to  a  $50,000,000  equipment  installation. 

There's  no  need  to  postpone  progress.  We  aren't.  During  the  past  year,  while 
any  companies  were  delaying  expansion,  we  invested  over  $48,000,000  in  new 
ants  and  equipment. 

We  closed  our  first  century  with  the  highest  sales  year  in  our  history.  We're 
ady  to  move  ahead,  now,  with  you.  Ready  with  complete  inventories  on  the 
ot  in  your  area.  Ready  with  the  most  diversified  lines  in  the  business.  Ready 
ith'a  large  field  force  of  trained  service  representatives.  Ready  to  help  you 
Jd  profit  dollars  to  your  operation  through  the  immediate  use  of  high-efficiency 
gersoll-Rand  equipment. 

At  no  obligation,  we  will  send  experienced  production  specialists  into  your 
ant .  .  .  assess  the  need  .  .  .  supply  the  necessary  machinery,  tools  and  financing. 
Add  it  up.  Go  Forward  with  Confidence  .  .  .  with  Ingersoll-Rand.  Get  your  copy 
:  the  new,  1 2-page  booklet,  form  800,  detailing  our  leasing,  rental  and  financing 
ans  offered  through  l-R  and  our  Ingersoll-Rand  Financial  Corporation.  Write  to: 
gersoll-Rand,  Dept.  FF-1,  11  Broadway,  New  York,  N.  Y.  10004. 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


John  Blake  thought 
safety  belts  were  " 
adrai 


What's  your  excuse? 
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Advertising  contributed  for  the  public  good 


Skol! 

To  keep  Copenhagen  beautiful, 
quaff  a  Carlsberg  (or  a  Tuborg). 

Every  time  anyone  downs  a  glass  of 
Carlsberg  or  Tuborg,  he's  contribut- 
ing to  science  and  culture.  For,  al- 
though the  company  that  brews 
Carlsberg  and  Tuborg  is  a  publicly 
held  company,  listed  on  the  Copen- 
hagen stock  exchange,  the  majority 
stockholder  is  a  foundation,  and  the 
Carlsberg  Foundation  is  like  no  other 
in  the  world:  It  actually  runs  the  com- 
pany. Imagine  the  Rockefeller  Foun- 
dation running  Jersey  Standard.  Or 
the  Ford  Foundation  running  Ford. 

Denmark  does  not  have  a  full-dis- 
closure law,  so  how  much  of  the  stock 
the  Carlsberg  Foundation  owns  in 
Carlsberg  Breweries  &  Tuborg  Brew- 
eries, the  United  Breweries  Ltd.  is  a 
secret,  but  A.W.  Nielsen,  chairman 
of  the  company,  says:  "You  journalists 
like  to  guess.  Well,  guess  two-thirds; 
guess  three-quarters." 

The  directors  of  the  Carlsberg 
Foundation  are  neither  businessmen 
nor  political  figures.  They  are  five  sci- 
entists, elected  by  the  Royal  Danish 
Academy  of  Sciences  and  Letters. 
They  also  constitute  the  majority  of 
the  board  of  the  company  itself.  Even- 
tually, they  will  constitute  the  entire 
board;  the  nonscientist  members  are 
being  phased  out. 

They  run  an  enormous  business.  In 
relation  to  Denmark's  size,  Carlsberg 
is  as  big  as,  say,  Sears,  Roebuck  or 
General  Electric  is  in  the  U.S.  Beer 
alone  last  year  brought  Carlsberg 
revenues  of  $113  million  (before  du- 
ties; $233  million  with  duties)  and 
profits  before  taxes  but  after  depre- 
ciation of  $10.3  million.  Peanuts  com- 
pared with  Anheuser-Busch's  reve- 
nues of  $1  billion  and  profits  before 
taxes  of  $128  million,  but  A-B  has  a 
home  market  45  times  Carlsberg's. 
Moreover,  Carlsberg  has  subsidiaries 
in  30  industries  other  than  beer.  It's 
the  majority  stockholder,  for  example, 
in  the  Danish  glass  monopoly. 

The  scientists  are  doing  very  well 
as  business  managers.  During  the  past 
15  years,  Nielsen  says,  revenues  and 
profits  have  quadrupled.  Carlsberg 
and  Tuborg  have  spread  all  over  the 
world,  selling  now  in  more  than  150 
countries. 

The  scientists,  it  must  be  said,  do 
not  act  without  guidance.  They  have 
as  close  advisers  the  leading  indus- 
trialists and  financiers  in  Denmark.  It's 
an  honor  in  Denmark  to  help  in  guid- 
ing Carlsberg,  because  Carlsberg  is 
considered  a  national  institution. 

The  reason  for  this  is  that  every 
dime   the    Carlsberg    Foundation   re- 


L 


Why?  Why  did  Jacob  and 
Carl  Jacobsen  give  their  com- 
panies to  a  foundation?  The 
answer  lies  in  Danish  history. 
For  a  thousand  years  the 
Danes  were  a  warrior  people, 
at  times  having  colonies  in 
England,  ruling  the  Baltic  as 
far  as  Estonia  and  holding 
sway  over  all  of  Scandinavia 
and  much  of  Germany.  Then, 
in  the  early  19th  century, 
what  they  had  won  in  war 
they  lost  in  war.  This  chan- 
nelled their  energies  into  a 
cultural  and  scientific  re- 
naissance that  produced, 
among  others,  Kierkegaard, 
the  founder  of  modern  exis- 
tentialism, and  Hans  Christian 
Andersen,  whose  immortal 
fairy  tales  include  "The  Little 
Mermaid"  fabove).  Denmark 
is  such  a  small  country  that 
whenever  anything  like  this 
happens,  everyone  becomes 
involved.  Jacob's  interest  was 
science  (he  founded  the  Lab- 
oratory); Carl's,  art  (he  was 
the  founder  of  the  museums). 


ceives  in  dividends  on  its  stock  goes 
to  science  and  culture.  As  every  visitor 
to  Copenhagen  can  attest,  the  city  is 
a  work  of  art,  and  most  of  the  art 
was  donated  by  Carlsberg.  The  famous 
Little  Mermaid  in  the  harbor  was  a 
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INA  CORPORATION 
REPORTS  6-MONTH  RESULTS 

Revenues  and  profit  gains  continue  improvement. 


6-Month  Financial  Highlights 

, 

1971 

1970 

%  increase 

Revenues                                         $644,035,000 

$555,618,000 

+  16% 

Net  income                                       $46,919,000 

$26,498,000 

+  77% 

Net  income  I  per  common  share)                   $1.96 

$1.13 

+  73% 

(Unaudited  basis) 

In  the  first  six  months  of  1971,  INA  Corporation  made  further  progress 
i  bringing  the  profit  return  of  our  existing  businesses  to  a  satisfactory  level  and  in 
trengthening  our  operations. 

A  good  deal  of  this  progress  can  be  attributed  to  Insurance  Company  of 
fcrth  America,  which  advanced  its  property  and  casualty  insurance  operations 
owards  more  acceptable  levels  of  profitability. 

Life  Insurance  Company  of  North  America,  in  its  group  and  individual 
tfe  accounts,  continued  to  show  increased  operating  earnings. 

Other  developments  in  this  period  include: 

Creation  of  INA  Reinsurance  Company  to  handle  the  corporation's 
perations  in  this  specialized  field.  These  operations  already  rank  fifth  among  U.S. 
einsurers  and  seventh  in  the  world. 

INA  International  Corporation  was  formed  to  coordinate  the  overseas 
divides  of  INA  Corporation  companies. 

Expanding  its  health-care  program,  INA  Corporation's  affiliate,  AID, 
nc,  assumed  management  of  the  400-bed  Queen  of  the  Angels  Hospital  in  Los 
Angeles.  Through  AID,  Inc.,  INA  Corporation  now  has  many  interests  in  developing 
nd  operating  acute,  sub-acute  and  special  hospitals  and  other  health-care  facilities. 

Philadelphia  Investment  Company  continues  to  show  growth.  In  adcli- 
ion  to  serving  the  investment  needs  of  INA  Corporation  companies,  it  offers  a 
•road  range  of  counseling  services  to  institutional  investors. 

We'd  like  you  to  know  more  about  us  and  our  activities.  For  a  copy  of 
ur  first  half  report,  or  our  annual  report,  write  to  John  T.  Gurash,  Chairman  of  the 
Joard,  INA  Corporation,  Philadelphia,  Pa.  19101. 

<E>  CORPORATION 

mqiieIMyth-Rlyth&  Co.  Jnc.-CompagnieNotivellelVAssurancos- M.J. Brock  &  Sons,  Inc.  •  INA  Properties  •  Insurance  Company  of  North  America 
.ifc  Insurance  Company  of  North  America  •  Pacific  Employers  Insurance  Company  •  Philadelphia  Investment  Company  •  Star  Sprinkler  Corporation 


gift  of  Carlsberg  to  Copenhagen.  Af- 
ter Frederiskborg  Castle,  "The  Ver- 
sailles of  the  North,"  was  destroyed  by 
fire,  Carlsberg  restored  it.  Schools  and 
hospitals  throughout  Denmark  are 
decorated  with  paintings  donated  by 
Carlsberg.  Carlsberg  runs  the  Carls- 
berg Laboratory,  to  which  scientists 
from  all  over  the  world  are  invited 
to  work.  Niels  Bohr,  who  developed 
the  concept  of  the  structure  of  the 
atom  on  which  all  modern  physics  is 
based,  was  supported  by  the  Founda- 
tion for  36  years. 

Carlsberg's  concern  with  science 
and  culture  started  in  the  dim  begin- 
nings of  the  19th  century,  when  Chris- 
ten Jacobsen  left  his  parents'  farm  in 
Jutland  and  went  to  Copenhagen  to 
start  a  small  brewery  there.  Brewing 
then  was  a  hit-or-miss  affair;  brewers 
tested  temperature  simply  by  sticking 
their  hands  in  the  beer.  Jacobsen  in- 
troduced the  thermometer.  His  son, 
Jacob,  born  in  1811,  traveled  all 
through  Europe,  studying  how  others 
were  making  beer. 

Jacob,  in  1876,  created  the  Carls- 
berg Laboratory  to  find  a  way  of  cul- 
tivating a  clean  yeast.  A  Danish  sci- 
entist, Professor  Emil  Christian  Han- 
sen, finally  did  so,  and  Jacob  decided 
that  Carlsberg  should  offer  the  secret 
to  every  other  brewery.  He  laid  down 


that  "no  result  of  the  activities  of  the 
[Carlsberg]  Laboratory,  whether  of  a 
theoretical  or  a  practical  nature, 
should  be  kept  secret." 

In  1876  Jacob  established  the 
Carlsberg  Foundation,  providing  that 
at  his  death  it  should  become  the 
sole  proprietor  of  the  Carlsberg  brew- 
ery. In  1902  his  son  Carl  gave  the 
Foundation  another,  larger  brewery. 

Until  a  little  over  two  years  ago,   . 
the  Foundation  owned  Carlsberg  lock, 
stock  and  barrel.  Then  Carlsberg  ac- 
quired Tuborg  in  a  deal  that  diluted 
the  holdings  of  the  Foundation. 

Denmark  is  a  tiny  country,  with  a 
population  of  a  mere  4.5  million.  The 
Danes  are  great  beer  drinkers,  but 
even  if  they  drank  themselves  into 
complete  insensibility,  they  could  not 
possibly  drink  as  much  beer  as  Carls- 
berg produces.  The  company  has 
grown  by  finding  markets  almost 
everywhere  in  the  world.  Carlsberg  is 
the  world's  greatest  exporter  of  beer. 
Only  Heineken  approaches  it.  Nielsen 
estimates  that  Heineken  exports  only 
60%  as  much  as  Carlsberg. 

Asked  how  Carlsberg  has  managed 
to  make  itself  a  universal  beer,  Niel- 
sen replied:  "Our  best  advertising  is 
word  of  mouth."  This  may  be  true, 
but  Carlsberg  also  spends  vast  sums 
on  more  conventional  forms,  particu- 


larly TV  and  posters.  In  addition, 
Carlsberg  over  the  years  has  built  up 
a  tremendous  distribution  network. 
Unless  it  can't  help  doing  so,  Carls- 
berg doesn't  rely  upon  others  to  dis- 
tribute its  beer;  it  has  its  own  com- 
pany to  push  Carlsberg.  In  the  So- 
viet Union,  of  course,  Carlsberg  has 
to  sell  its  beer  to  a  government  agency 
that  does  the  distributing.  In  the 
United  Kingdom,  Carlsberg  has  to 
have  a  tie-in  with  Watney's,  a  leading 
U.K.  brewer.  Wherever  it  can,  how- 
ever, Carlsberg  handles  its  own  sales. 

Carlsberg  eventually  will  be  brew- 
ing as  well  as  selling  worldwide.  It 
recently  built  a  brewery  in  Brazil.  It's 
now  building  a  brewery  in  England. 

Carlsberg  charges  more  for  its  beer. 
Says  Knud  Kalm,  director  of  exports: 
"Our  beer  is  the  best  in  the  world. 
That's  why,  other  things  being  equal, 
we  set  a  slightly  higher  price.  Snob- 
bism  always  pays." 

The  company  has  a  motto:  "La- 
boremus  Pro  Patria"— "Let  us  work  for 
our  country." 

Yes,  Carlsberg  is  dedicated  to  sci- 
ence, art  and  the  good  of  society,  but 
make  no  mistake  about  it:  There  is 
nothing  charitable  about  the  way  the 
company  is  run.  Its  directors  are  well 
aware  that  they  can't  spend  money 
unless  they  make  it  first.   ■ 


GPly  the  JfTendly~$eas 

of  Cf&is-Ader 

It's  more  than  a  luxury  twin-hull  yacht— it's  a  way  of  life! 


Two  hulls  cruise  smoother  than  one.  And  Cruis-Ader  proves  it. 
Beautifully. 

When  you  rev  up  Cruis-Ader's  two  big  engines  and  move  out 
from  the  dock,  you're  in  for  the  safest,  dryest,  most  stable  ride 
going.  You  have  full-view  visibility.  Top-notch  instruments. 
Great  built-in  features.  There's  an  optional  fly  bridge  and  sport 
deck,  too,  on  either  the  45-ft.  or  57-ft.  model.  ^ 

Inside,  your  family  and  friends  ride  in  «      jL 

quiet  luxury.  There's  more  headroom,  — ^mS-^^ 


sleeping  convenience,  total  living  area.  Two  floor  plans  and 
three  handsome  decors  to  choose  from.  Each  includes  rich  wood 
paneling,  carpeting,  padded  wall  and  ceiling  covering,  opulent 
furnishings.  Cruis-Ader  has  excellent  accessways  and  stowage, 
too.  And  its  reinforced  fiberglass  construction  means  less 
maintenance.  You'll  want  more  facts.  So  see  your  dealer,  or 
write  Carri-Craft  Dept.  F  for  our  new 
Cruis-Ader  brochure. 


CARRUCRAFT 


A  Subsidiary  ot  UIP  Corp. 
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Faces  Behind  the  Figures 


Another  Voice 

The  New  York  Stock  Exchange- 
sponsored  Martin  report  isn't  the 
only  advice  Congress  is  listening  to 
these  days  as  it  prepares  to  re- 
shape the  securities  laws.  While 
William  McChesney  Martin  was 
drafting  his  much-publicized  study, 
former  Securities  &  Exchange  Com- 
mission Chairman  William  L.  Cary 
spent  a  quiet  July  in  Washington 
giving  his  views  to  the  House 
Commerce  Subcommittee,  which 
will  draft  much  of  the  new  legisla- 
tion. Whatever  Congress  does,  it 
just  might  pay  as  much  heed  to 
Cary  as  to  Martin. 

Cary,  60,  has  a  reputation  for 
both  brilliance  and  impartiality.  He 
headed  the  SEC  under  Presidents 


Kennedy  and  Johnson  when  the 
agency  produced  its  prophetic 
1963  study  forecasting  many  of 
the  industry's  recent  problems.  He 
is  now  professor  of  securities  law 
at  Columbia  University  and  is  af- 
filiated with  the  Wall  Street  law 
firm  of  Patterson,  Belknap  &  Webb. 

Cary  is  not  anxious  to  be  drawn 
into  public  controversy  with  Mar- 
tin, a  man  of  equal  prestige.  "I'm 
saying  nothing  more  until  I've  had 
a  chance  to  really  study  the  Mar- 
tin report,"  he  says.  But  there  are 
some  clear  differences  of  opinion. 

Cary,  like  Martin,  favors  a  single, 
nationwide  trading  setup.  But 
Martin  proposes  a  single-transac- 
tion reporting  system,  with  the 
present  exchanges  remaining  large- 
ly intact;  Cary  wants  to  form  a  sin- 


Cary  of  Columbia 


gle,  new  national  exchange  to  re- 
place the  Big  Board,  Amex  and  the 
rest.  Cary  also  proposes  a  new 
super-regulatory  agency,  in  addi- 
tion to  the  SEC,  that  would  ride 
herd  on  his  single  marketplace. 

A  practical  man,  Cary  does  not 
favor  doing  away  with  the  present 
exchanges  all  at  once.  For  a  start, 
he  likes  a  single-transaction  report- 
ing system  much  like  Martin  has 
proposed,  which  would  include 
trades  on  all  exchanges  plus  those 
in  the  third  and  fourth  markets. 
But  he  is  convinced  that  ultimate- 
ly the  Big  Board  must  go. 

"In  the  1968  to  1970  period  it 
was  clear  that  the  New  York  Stock 
Exchange  had  virtually  lost  control 
over  the  financial  conditions  of  its 
members  and  over  its  own  rules," 
says  Cary,  adding,  "the  Exchange 
cannot  be  permitted  to  pursue  old 
practices  that  promote  the  interest 
of  members  at  the  expense  of  in- 
vestors and  the  public  generally." 

Cary's  new  superagency  would 
be  independent  of  Congress  and 
tied  to  the  SEC  much  like  the  Na- 
tional Association  of  Securities 
Dealers.  The  new  agency  would 
confine  itself  to  close  everyday  su- 
pervision of  all  transaction  phases 
of  a  true  single  market.  "The  SEC," 
Cary  says,  "does  not  possess  the 
specialized  personnel  and  resources 
for  this  complex  task,  and  has  little 
chance  of  obtaining  them  from 
Congress— which  tends  to  regard 
the  present  SEC  as  simply  the  po- 
liceman on  the  beat."  His  new 
agency  might  also  finance  the  op- 
erations of  exchange  specialists,  he 
says,  referring  to  the  present-day 
inability  of  specialists  to  handle 
really  big  blocks  of  shares. 

In  going  beyond  Martin  and  pro- 
posing the  actual  elimination  of 
the  Big  Board,  Cary  expects  oppo- 
sition. "The  Exchange  still  wants 
to  remain  sovereign,"  he  says.  But 
Cary  does  have  the  advantage  of 
being  the  man  who  congressmen 
listened  to  while  they  awaited 
Martin's  report.  Martin's  proposals, 
though  more  publicized,  will  prob- 
ably be  blended  with  Cary's  in 
any  final  legislation. 

Says  Subcommittee  Chairman 
John  E.  Moss  (Dem.,  Calif.):  "You 
don't  ask  for  recommendations 
from  a  man  like  Mr.  Cary  and  then 
just  let  him  walk  away.  We  asked 
him  to  show  us  where  to  look  for 
answers,  and  he  did  a  most  im- 
pressive job.  He'll  be  back."  ■ 
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Faces  Behind  the  Figures 


Too  Long? 

During  his  28  years  of  service  at 
Detroit  Edison,  Chairman  Walker 
L.  Cisler  has  collected  enough  ti- 
tles, honors  and  awards  to  start  a 
one-man  Hall  of  Fame,  including 
almost  50  honorary  degrees  and 
awards  and  directorships  in  com- 
panies and  organizations. 

At  73,  however,  Cisler  is  facing 
rough  problems  at  a  time  of  life 
when  most  men  are  starting  to  sit 
back  and  take   things  easy. 

Detroit  Edison  was  once  an  in- 
dustry profit  leader.  But  now,  of 
the  37  largest  telephone  and  elec- 
tric utilities  surveyed  in  the  Forbes 
23rd  Annual  Report  on  American 
Industry  (Jan.  1),  Detroit  ranks  a 
poor  30  th  in  five-year  return  on 
equity,  a  still  poorer  35th  in  earn- 
ings growth  per  share.  While  rev- 
enues have  climbed  35%  from  $393 
million  to  $529  million  in  the  past 
five  years,  Detroit's  net  income  has 
only  inched  up  1%  to  $62  million. 

Cisler  puts  the  blame  on  the 
Michigan  regulatory  board  for  not 
being  more  sympathetic  to  Detroit's 
rising  costs.  "We  have  made  the 
transition  from  a  declining-cost  in- 
dustry to  an  increasing-cost  indus- 


try," he  says.  "How  does  rate  regu- 
lation catch  up  when  you  predi- 
cate your  rates  on  the  past  instead 
of  on  the  future?" 

A  valid  question,  but  Detroit 
Edison  has  also  had  more  than  its 
share  of  mistakes  recently.  Like  so 
many  in  the  industry,  the  company 
underestimated  future  power  re- 
quirements in  the  middle  Sixties. 
Result:  As  power  demand  soared, 
Detroit  was  unable  to  retire  old 
and  inefficient  equipment,  which 
sent  maintenance  costs  through  the 
roof  (up  25%  last  year  alone  to 
$48  million.) 

To  catch  up,  Cisler  started  a 
massive  expansion  program  and  got 
badly  burned  by  sky-high  interest 
rates  when  he  went  to  market  for 
the  needed  capital.  Preferred  divi- 
dend requirements,  up  15%  since 
1969,  have  already  begun  to  eat 
into  earnings. 

The  cure?  A  rate  hike.  But  De- 
troit Edison  failed  to  persuade  the 
Michigan  regulatory  commission  to 
be  sympathetic.  Detroit  Edison  and 
Consumers  Power,  another  Michi- 
gan utility,  both  filed  for  rate  relief 
in  July  1968,  for  example.  Con- 
sumers won  a  $37-million  increase 
out  of  $57  million  requested,  but 


Cisler  of  Detroit  Edison 


Detroit  got  only  $6.5  million  out 
of  $48  million  requested.  And  Con- 
sumers got  its  rate  hike  seven 
months  sooner. 

Time  stays  for  no  man,  not  even 
the  most  accomplished.  ■ 


Profit  Pollution 

Diversification  may  be  desirable 
corporate  insurance  for  many  com- 
panies, but  for  an  outfit  like 
Merck  &  Co.,  the  Rahway,  N.J. 
ethical  drug  company,  there  is 
more  risk  than  safety.  Merck  has 
quadrupled  profits  over  the  last 
ten  years  (to  $3.11  per  share  on 
sales  of  $748  million)  and  has  av- 
eraged a  28%-plus  return  on  equity 
over  the  last  five:  How  can  you 
improve  that  by  diversification? 

To  be  sure,  there  is  risk  in  ethi- 
cal drugs  too.  It  is  increasingly 
hard,  and  expensive,  to  come  up 
with  new  drug  discoveries,  and  the 
specter  of  greater  government  reg- 
ulation in  drugs  is  increasingly  be- 
coming a  reality.  So  when  the  hue 
and  cry  over  water  pollution  arose 
a  few  years  ago,  Chairman  Henry 
W.  Gadsden,  Merck's  60-year-old 
chief  executive,  saw  a  chance  to 
move  into  an  emerging  field  with 
drug-style  growth.  In  1968  he  ac- 
quired Calgon,  Inc.,  which  makes 
chemicals  for  water  treatment. 

Calgon  came  dear,  costing 
Merck  some  $245  million  in  stock 


Gadsden  of  Merck 


to  acquire.  Then  it  developed  un- 
foreseen "management  problems," 
and  government  spending  to  com- 
bat water  pollution  didn't  material- 
ize as  hoped.  One  analyst  estimates 
Calgon  diluted  Merck's  earnings 
some  20  cents  a  share.  Adds  Gads- 
den: "If  we  made  a  mistake  with 
Calgon,  we  may  have  compounded 
it  by  acquiring  Baltimore  Aircoil 
and  Havens  International,  both  in 
water  pollution  control." 

Gadsden  has  little  else  to  weep 
over,  however.  It  is  a  measure  of 
the  size  and  potency  of  its  ethical 
drug  business  that  Merck,  despite 
Calgon  et  al,  still  increased  earn- 
ings by  11%  in  1970  and  another 
8%  in  the  first  half  of  this  year. 
Its  biggest  gains  are  coming  from 
overseas,  where  volume  has  risen 
from  25%  to  40%  of  company  sales 
in  the  last  ten  years. 

But  any  further  major  diversifi- 
cation Gadsden  tries  in  the  near 
future  could  be  nearer  home— prob- 
ably in  proprietary  drugs,  a  field 
Merck  was  quite  late  in  entering, 
but  one  where  the  growth 
and  profits  can  be  every  bit  as  high 
as  in  prescription  drugs.  ■ 
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New  Vistas?  No,  Old  Pressures 

The  setting  was  familiar  enough 
for  Kirk  Kerkorian:  a  plush  hotel 
in  a  gambling  town.  But  with  a 
difference.  This  time  it  wasn't  the 
Bonanza  Hotel  in  Las  Vegas,  but 
the  courtly  old  Hotel  de  Paris  in 
Monte  Carlo,  elegant  next-door 
neighbor  of  Monaco's  famous 
gambling  casino. 

Was  Kerkorian  looking  for  new 
opportunities,  this  time  along  the 
Mediterranean?  An  antidote,  per- 
haps, to  Kerkorian's  obviously 
waning  interest  in  Nevada's  gam- 
bling industry  ? 

Not  at  all,  he  responded.  The 
real  purpose  of  his  trip  to  Europe 
was  to  pay  off  his  debts,  the  major 
one  being  some  S47  million  in- 
curred in  buying  into  Metro-Gold- 
wyn-Mayer  (a  company  whose 
name  Kerokorian  must  devoutly 
wish  he  had  never  heard).  So  why 


Investor  Kerkorian 


was  he  in  Monaco?  Trying  to  relax, 
Kerkorian  said.  But  the  meetings 
that  went  on  in  his  hotel  suite  sug- 
gested that  relaxation  was  taking 
second  place  to  business  as  usual. 

Did  he  have  any  plans  beyond 
being  a  minority  stockholder— 
though  a  large  one— in  three  cor- 
porations: M-G-M  (40%),  Inter- 
national Leisure  (15%)  and  Ameri- 
can Airlines  (in  which  he  will  own 
8%,  if  the  Civil  Aeronautics  Board 
approves  the  merger  with  Kerkor- 
ian's Western  Air  Lines )  ? 

Kerkorian  snapped  a  quick  "No, 
nothing  yet."  Then,  no  doubt  con- 
scious of  his  somewhat  negative 
press  over  the  last  year,  he  gave  a 
broad  smile  and  added:  "That's  8% 
of  American  Airlines,  by  far  the 
largest  individual  stockholder.  The 
next  is  probably  Roy  Chalk,  and 
he  has  only  got  about  1%.  .  .  ." 

Obviously,  Kerkorian  still  prefers 
gambling  the  American  way.  ■ 


Show  Us 

The  Internal  Revenue  Service  his- 
torically has  been  the  nonpolitical 
arm  of  the  Treasury  Department. 
But  recently  a  political  brawl 
erupted  as  Treasury  Secretary  John 
Connally  fought,  and  lost,  to  have 
President  Nixon  name  Connally's 
choice  as  IRS  commissioner  to  suc- 
ceed Randolph  Thrower.  Now 
Connally  may  have  to  abandon  his 
fight  for  tighter  control  over  IRS, 
since  the  man  who  was  appointed, 
51-year-old  Johnnie  M.  Walters,  is 
as  determined  to  keep  the  agency 
out  of  political  reach  as  he  is  to 
move  it  back  toward  its  former 
\v\  el  of  efficiency. 

"I  hope  to  work  with  the  Sec- 
retary to  his  satisfaction,"  says 
Walters,  "but  as  long  as  I  am  here, 
I  will  be  the  commissioner." 

The  appointment  of  Walters, 
former  head  of  the  Justice  Depart- 
ment's Tax  division,  was  a  slap  at 
Connally,  though  both  men  are 
after  the  same  thing— to  revitalize 
a  sloppy,  understaffed  tax  collec- 
tion agency  that  is  losing  its  abil- 
ity to  audit  and  collect  taxes  at  a 
steadily  growing  rate.  Connally 
had  wanted  his  deputy,  John  S. 
Nolan,  to  be  IRS  commissioner. 
Walters  was  being  pushed  for  the 
job  by  Attorney  General  John 
Mitchell,  his  boss,  and  by  Senator 
Strom  Thurmond,  a  fellow  South 
Carolinian.  When  the  dust  had  set- 


Walters  of  IRS 


tied,  Walters  had  won  and  Nolan 
quit  the  Treasury  to  go  back  to  his 
Washington,  D.C.  law  practice. 

Walters,     a     tax     lawyer     from 
Greenville,  S.C.,  knows  as  well  as 


anyone  what  ails  the  IRS.  In  his 
two  years  at  the  Justice  Depart- 
ment's Tax  division,  he  boosted  its 
rate  of  criminal  convictions  to  a  re- 
spectable 80%.  "One  of  the  frus- 
trations was  that  some  of  the  cases 
we  got  from  IRS  were  ten  and  12 
years  old,"  Walters  recalls. 

The  linchpin  in  Walters'  plans 
for  making  the  IRS  more  efficient 
is  the  expensive,  much-touted  but 
largely  ignored  computer  system 
the  agency  has  had  for  years. 
"What  the  businessman  needs  most 
from  the  IRS  is  a  greater  degree 
of  certainty,"  says  Walters.  "I  don't 
mean  the  Service  is  always  going 
to  say  yes,  but  a  man  has  a  right 
to  a  quick  answer,  yes  or  no,  so 
he  can  make  his  plans."  To  that 
end,  Walters  has  ordered  installed 
by  1973  a  data  retrieval  system 
that  is  now  being  tested  in  eight 
southwestern  states. 

"With  this  system,  a  business- 
man will  be  able  to  walk  in,  or 
even  telephone,  and  say,  T  need  to 
know  how  much  more  of  my  car- 
ry-over loss  will  be  available  to  me 
this  year,'  and  receive  a  quick, 
complete  answer." 

John  Connally's  candidate  for 
the  job  might  well  have  expressed 
similar  determination  to  improve 
operations  at  Internal  Revenue. 
That  seems  to  be  par  for  new  IRS 
commissioners  when  they  take  of- 
fice. The  response  of  businessmen 
and  other  taxpayers  is:  Show  us.  ■ 
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The  Funds 


Barking  up  the  Wrong  Tree? 


Some  might  call  the  recent  up- 
swing in  sales  of  bond  funds  a 
boom,  but  Henry  Kaufman,  part- 
ner at  Salomon  Brothers,  isn't  one  of 
them.  True,  investors  now  have 
some  $800  million  invested  in  mu- 
nicipal bond  funds,  against  $255 
million  five  years  ago.  But  they've 
invested  far  more  in  municipals 
on  their  own,  in  1969  and  1970  to 
the  tune  of  $7  billion  net. 

As  for  nontax-exempt  bonds- 
corporate  issues  and  governments 
—individuals  own  around  $90  bil- 
lion, while  only  two  of  the  small 
handful  of  nontax-exempt  bond 
funds,  Keystone  B-4  and  Lord  Ab- 
bett  Bond-Debenture  Fund,  have 
assets  of  $100  million. 

The  mutual  funds  have  missed 
the  boat,  says  Kaufman:  'They've 
been  trying  to  sell  equity  funds  at 
a  time  when  individuals,  on  their 
own,  have  been  putting  most  of 
their  money  into  fixed-income  se- 
curities." In  1969  and  1970  individ- 
uals ponied  up  about  $44  billion 
for  fixed-income  investments,  while 
the  total  net  sales  of  all  mutual 
funds  over  the  same  period  were 
a  mere  $4.7  Million. 

The  reasons  why  individuals 
have  been  stampeding  into  bonds 
are  plain  enough.  Equities  have 
proved  not  to  be  the  great  infla- 
tion hedge  they  were  once  thought 
to  be.  And  the  yields  on  bonds, 
thanks  to  tight  money,  have  soared 
to  historic  highs.  A  University  of 
Chicago  study  showed  that  the 
long-term  rate  of  return  on  equi- 
ties, including  both  capital  gains 
and  dividends,  was  about  9%  a 
year.  Corporate  bonds  have  now 
moved  into  the  8%-to-9%  return 
area.  What's  more,  the  interest  on 
a  bond  is  a  contractual  commit- 
ment, while  the  return  on  common 
stock  is  anything  but  certain. 

Then,  too,  municipal  bonds  pro- 
vide a  way  to  beat  the  tax  col- 
lector, since  interest  on  them  is 
exempt  from  federal  (and,  often, 
also  state  and  local)  income  taxes. 
For  a  man  in  the  30%  tax  bracket, 
a  7.5%  tax-exempt  yield  is  equiva- 
lent to  10.7%  on  a  taxable  invest- 
ment. That's  tough  to  beat. 

Of  course,  for  the  handful  of 
funds  that  do  specialize  in  bonds, 
the  last  couple  of  years  have  been 
a  boom  period.  Most  have  been  in 
business   for   a   number   of   years. 


Keystone's  three  bond  funds— B-l, 
B-2  and  B-4-were  started  in  1932. 
National  Security  Bond  Fund  dates 
back  to  1940  and  Investors  Selec- 
tive began  in  1945.  Several  new 
ones— Delchester  Mutual,  Lord  Ab- 
bett  Bond-Debenture  and  Security 
Bond  Fund— have  been  started  dur- 
ing the  past  year  or  so,  and  some 
brokerage  houses  are  offering  their 
own  funds,  too. 

Says  Keystone's  Carl  Andersen: 
"After  years  of  selling  only  enough 
new  shares  to  meet  redemptions, 
new  money  has  been  coming  into 
Keystone  B-4  at  300%  to  500% 
above  the  norm." 

Keystone's    bond    funds    invest 


mainly  in  corporate  bonds,  which 
means  that  their  yields  are  taxable. 
There  is  also  an  8.75%  sales  com- 
mission, though  it  drops  to  5%  if 
the  purchaser  buys  $50,000  worth 
of  shares  or  more.  That  may  limit 
the  Keystone  funds'  market.  Ad- 
mits Andersen  candidly:  "If  you 
are  in  the  40%-plus  federal  tax 
bracket,  you  should  be  looking  at  a 
tax-exempt  municipal  bond  fund." 

Andersen  nonetheless  thinks  his 
gains  will  stick.  "We  feel  bond 
money  is  going  to  stay  because  the 
individual  can  do  so  well  from  an 
income  viewpoint  that  he  doesn't 
need  any  price  appreciation  to 
more  than  offset  the  ravages  of  in- 
flation," he  says. 

But  the  biggest  sales  gains  have 
come  in  the  municipal  bond  funds, 


©  From  the  Bond  Buyers  Primer  by  Sidney  Homer  of  Salomon  Brothers. 
'Young  man,  don't  you  fry  and  sell  me  any  bonds." 
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where  the  estimated  inflow  of  new 
money  this  year  will  be  $500  mil- 
lion in  contrast  to  S200  million  in 
1970  and  an  anemic  $65  million 
in  1969.  King  of  the  hill  is  Nuveen 
Tax-Exempt  Bond  Fund,  with  assets 
of  over  $400  million  (though  Mer- 
rill Lynch  boasts  it  will  sell  close  to 
$500  million  of  its  new  bond  funds 
by  next  April).  Nuveen  is  really  a 
series  of  fixed  trusts,  with  its  so- 
called  Series  One  dating  back  to 
1961.  Nuveen  assembles  a  port- 
folio of  high-quality  municipals 
and  sells  the  units  to  investors. 
When  that  is  sold  out,  another  se- 
ries is  offered.  No  management  fee 
is  charged,  since  the  bonds  are 
held  to  maturity.  The  yield  is  com- 
pletely free  from  federal  income 
tax,  and  the  portion  of  it  that  comes 
from  bonds  issued  by  a  sharehold- 
er's home  state  or  home  city  is  also 
free  from  local  income  taxation. 
The  fund  that  Nuveen  is  currently 
selling  is  the  Series  37. 

Very  attractive,  to  be  sure.  But 
couldn't  an  individual  investor,  in- 
stead of  paying  Nuveen's  4.595  sales 
charge,  do  as  well  or  better  on 
his  own?  "I  won't  say  he  couldn't," 
answers  Nuveen  Fund  President 
Frank  P.  Wendt.  "lie  might  buy  a 
bond  that  is  paying  7.5%  while  our 
fund,  and  most  other  funds,  arc 
paying  around  6.5%.  But  he's  putting 
all  his  eggs  in  one  basket."  Wendt 
also  cites  some  other  pleasant 
though  perhaps  dispensable  ser- 
vices a  bond  fund  performs  for  the 
individual  investor:  safekeeping, 
coupon-clipping,  keeping  track  of 
bonds  called  pnor  to  maturity. 

There  can  be  one  other  fairly 
important  plus:  greater  liquidity. 
Municipal  bonds  typically  trade 
in  large  blocks;  an  individual  try- 
ing to  sell  a  small  number  of  bonds 
may  have  to  take  a  hefty  discount. 
By  contrast,  a  bond  fund  share- 
holder can  redeem  his  units  at  net 
asset  value. 

Investors  should  recognize,  how- 
ever, that  bond  funds  are  essential- 
ly a  long-term  investment.  Over 
short  periods,  fund  asset  values  can 
fluctuate  substantially  as  interest 
rates  rise  and  fall.  Just  now,  how- 
ever, bond  yields  are  high  and  in- 
vestors, either  on  their  own  or 
through  the  bond  funds,  are  flock- 
ing to  them.  The  outfits  that  have 
continued  to  try  to  sell  equity 
funds  in  the  face  of  this  trend 
could  find  these  investors  hard  to 
win  back  in  the  future.  ■ 
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On  September  1,  1971,  our  name  will  become 

Reynolds  Securities  Inc.  when  we  officially  incorporate  after 

40  increasingly  successful  years  as  a  partnership. 

The  decision  to  change  wasn't  easy. 

We  reached  it  only  after  thorough  analysis  of  all  the 
alternatives  convinced  us  that  incorporation  was  the  best  way 
to  attract  and  retain  the  abundance  of  permanent  cash 
capital  it  might  take  to  serve  your  investment  needs  best. 

So  on  September  1st,  our  name  will  change  to  reflect  a 
more  flexible  organization. 

But  all  the  people  and  policies,  the  services  and 
philosophy  that  stand  behind  Reynolds  and  built 
it— won't  change. 

Those  will  still  be  the  province  and  prime  responsibility 
of  the  same  management— with  appropriate  corporate  titles. 

For  example: 

Thomas  F.  Staley 

Chairman  of  the  Board 
Director 


John  D.  Baker 

Vice  Chairman  of  the  Board 
Director 


Robert  M.  Gardiner 

President 

Chairman  Executive  Committee 

Director 


J.  Dabney  Penick 

Executive  Vice  President 
Director 


Keith  S.  Wellin 

Senior  Vice  President 
Director 


Robert  G.  Howard 

Senior  Vice  President 
Director 


Kenneth  F.  IWountcastle,  Jr. 

1  'ice  President 
Director 


Reyholds  Securities  Inc. 
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The  Forbes  Index 


preliminary 


Composed  of  the  following 
Production 

•  How  much  are  we  producing7  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  ot  hard  goods  are  we  ordering'' 
(Dept  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building-'  iDept    ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


JUNE 125.8 

JULY  127J2 

AUG 126.4 

SEPT. 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.4 

JUNE 136.4 

JULY  (Prel.)  136.9 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

ByL.O.  Hooper 


This  New  Game  Plan 


The  straw  that  broke  the  camel's 
back  and  forced  the  Nixon  Adminis- 
tration to  reverse  itself  on  so  many 
fronts  was  the  persistent  weakness  in 
the  dollar.  That  was  not  caused  by 
speculation  in  die  dollar  by  interna- 
tional bankers,  but  by  flooding  too 
many  dollars  into  foreign  economies. 
The  dollar  became  essentially  worth 
less  in  terms  of  foreign  currencies  be- 
cause we  have  been  spending  too 
much  abroad  on  military  assistance, 
on  tourism,  on  imports,  and  in  the 
acquisition  of  foreign  plants  and  prop- 
erties. The  unfavorable  balance  of 
trade,  of  course,  was  a  contributing 
factor;  and  continued  inflation  at 
home  stimulated  imports  and  con- 
tracted exports. 

In  the  meantime,  confidence  in  the 
dollar  was  further  psychologically  im- 
paired by  fantastic  wage  settlements 
in  basic  industries,  and  by  the  poor 
contra-seasonal  behavior  of  the  stock 
market.  The  situation  reached  an  im- 
passe where  something  had  to  be 
done  about  it;  and  what  was  done 
was  for  the  President  to  accept  a  big 
slice  of  the  program  being  advanced 
by  his  most  severe  critics.  It  will  be 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


interesting  to  see  how  Big  Labor  re- 
sponds to  a  wage  freeze  which  ap- 
parently neutralizes  some  of  its  recent 
winnings,  to  see  where  Washington 
lops  ojf  $4.5  billion  of  government 
spending,  to  see  how  much  the  sale 
of  automobiles  is  stimulated  by  the 
end  of  the  7%  excise  tax  and  an  ad- 
ditional 10%  import  tax  on  cars  from 
Germany,  Japan  and  Britain. 

In  the  meantime,  of  course,  the 
American  dollar  will  float.  That  means 
that  it  will  decline  in  value,  perhaps 
more  rapidly  at  first  than  later.  A 
cheaper  dollar  plus  a  10%  import  tax 
means  all  imports  will  cost  more  to 
Americans  and  be  less  profitable  to 
those  who  export  to  us.  It  also  means, 
of  course,  that  American  exports  will 
cost  foreign  buyers  less  in  terms  of 
their  own  money. 

Just  how  much  the  capital  goods 
industries  will  be  stimulated  by  a  10% 
investment  tax  credit  remains  to  be 
seen.  The  incentive  to  spend  money 
on  capital  improvements  is  consider- 
ably less  when  industry  is  operating 
at  around  70%  of  productive  capacity 
than  when  it  is  operating  in  and 
around  85%  to  90%  of  capacity. 

Because  of  the  unavoidable  lag  be- 
tween the  writer's  last  deadline  and 


the  time  this  issue  reaches  the  reader, 
it  is  necessary  to  guess  a  little  about 
what  happens  during  the  last  days 
of  August.  I  don't  think  it  is  at  all 
brave  to  assume  that,  following  the 
initial  violently  bullish  response  of  the 
stock  market,  prices  for  many  stocks 
will  be  considerably  higher  through 
August.  I  would,  however,  assume 
that  by  Sept.  1  much  of  the  initial 
"celebration"  will  be  over— and  the 
market  will  be  settling  down  to  a  more 
leisurely  and  less  emotional  tempo. 
What  we  have  to  consider,  therefore, 
is  what  will  happen  during  the  next 
month  or  two. 

A  Nervous  Confidence 

The  big  thing,  I  suspect,  is  that 
the  stock  market  at  long  last  has 
emerged  from  a  "cheesy"  situation  in 
which  no  one  dared  to  do  much  or 
to  get  far  away  from  shore.  It  had 
fallen  out  of  bed  in  early  1970,  re- 
covered vigorously  in  the  period  be- 
tween mid-November  and  late  April 
of  this  year,  and  then  dropped  back 
into  sort  of  a  no-man's-land  where  a 
few  feared  the  worst,  a  few  hoped 
for  the  best,  and  most  people  groped 
in  a  fog  and  did  nothing.  Now,  as  I 
see  it,  there  is  more  incentive  for 
speculation;  but  I  think  that  such 
confidence  as  has  been  restored  will 
be  nervous  confidence  rather  than  a 
steady  one.  This  is  a  situation  in  which 
one  man's  meat  may  be  another's  poi- 
son. Furthermore,  not  all  of  the  things 
that  are  being  done  will  find  immedi- 
ate reflection  in  either  the  economy 
or  in  sentiment. 

The  most  outstanding  near-term  in- 
fluence should  be  in  the  all-important 
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automobile  industry.  The  Pintos  and 
the  Vegas  are  going  to  take  a  lot  of 
business  away  from  the  Volkswagens 
and  the  Toyotas,  but  this  will  not 
help  the  Dodge  Colt  (made  in  Ja- 
pan). The  earnings  of  Ford,  Gener- 
al Motors,  American  Motors  and  prob- 
ably Chrysler  will  be  helped.  That 
should  help  the  steel  industry  (which 
may  not  have  to  pay  wages  quite  as 
high  as  feared)  and  the  many  auto 
parts  companies. 

This  price  and  wage  freeze  for  90 
days  may  work  much  better  during 
that  period  than  after  it  has  been  ex- 
tended, as  it  no  doubt  will  be  ex- 
tended. Labor  won't  like  it,  especially 
if  it  finds  that  all  those  accelerated 
wage  contracts  are  suspended  for  the 
duration;  and  that  could  have  an  ef- 
fect on  the  resumption  of  consumer 
spending.  If  the  wage  freeze  is  to  be 
popular,  there  must  be  a  visible  de- 
cline in  the  cost  of  living,  or  at  least 
a  negligible  increase  in  what  people 
pay  at  the  check-out  counters  of  the 
supermarkets.  I  suppose  there  even- 
tually will  be  a  gradual  whittling 
away  of  its  impact;  and,  if  past  ex- 
perience with  wage  and  price  con- 
trols are  any  guide,  there  will  be  a 
good  number  of  successful  attempts  to 
get  around  them  till  it  becomes  an 
orgy  of  violations.  But  that  will  trouble 
us  in  the  future.  For  the  time  being  it 
may  work  quite  well. 

Good  for  the  Speculator 

As  for  business,  price  controls  are 
usually  antiprofits  rather  than  pro- 
profits— unless  wage  costs  go  clown 
and  volumes  increase.  As  time  goes 
on,  many  companies  will  complain  and 
others  will  say  price  and  wage  con- 
trols help.  That  is  good  for  the  secu- 
rity analyst  who  now  has  a  new  selec- 
tivity to  ferret  out;  and  it  may  be 
good  for  the  speculator  who  is  fortu- 
nate enough  to  guess  and  discover 
just  who  is  being  helped  and  who  is 
being  hurt.  I  think  it  is  premature  to 
try  to  do  this  until  some  of  the  initial 
dust  has  settled  and  some  of  the 
emotion  has  been  replaced  by  actual 
tacts.  By  mid-September,  however, 
there  should  be  a  lot  of  discussion 
about  all  this. 

The  thing  I  see  most  clearly  is  that 
industries  which  have  been  hurt  most 
by  imports  should  be  helped  most  by 
a  floating  (cheaper)  dollar  and  the 
import  tax.  The  shoe  industry 
probably  is  the  prime  example.  Im- 
ports have  been  ruining  it.  The  big 
steel  industry  may  be  an  outstanding 
beneficiary;  and  steel  shares  have 
been  \  er>  cheap  and  depressed.  The 
domestic  oils  could  be  helped,  but,  on 
the  other  hand,  don't  be  too  sure  that 
the  great  international  oils  will  be 
hurt  too  much. 


In  theory,  exporters  should  be 
helped  too.  The  goods  they  export 
will  be  more  competitive  with  foreign 
goods  because  they  will  cost  less  in 
terms  of  foreign  currencies.  Britain,  a 
great  exporter,  has  often  gained  from 
devaluation  because  British  goods 
have  been  made  cheaper  to  import- 
ers. The  fly  in  the  ointment,  here,  of 
course,  is  that  most  big  American 
companies  with  foreign  sales  have 
been  producing  more  of  their  export 
goods  abroad  than  at  home.  Goods 
produced  abroad  by  Americans  won't 
be  any  more  competitive  as  a  result 
of  devaluation. 

Since  Japan  has  been  the  most 
troublesome  exporter  to  the  U.S.,  that 
country  will  probably  be  hurt  more 
than  any  other.  The  floating  dollar  is 
a  problem  rather  than  a  boon  to 
Japan,  and  that  may  find  reflection 
in  the  Japanese  market. 

Relax  and  En;oy  It 

I  visualize  considerable  euphoria 
about  the  economy,  and  about  the 
stock  market  over  the  near-term,  and 
I  welcome  it,  just  as  other  people  do. 
It  seems  to  me,  however,  that  the 
new  Nixon  program  is  attacking  symp- 
toms rather  than  reaching  for  long- 
range  solutions.  The  floating  dollar  is 
definitely  inflationary.  Nothing  is  be- 
ing done  about  our  absurdly  high  wel- 
fare expenses,  and  we  are  still  paying 
millions  for  doing  nothing.  A  wage 
and  price  freeze  is  a  temporary  mea- 
sure at  best. 

The  sensible  way  to  look  at  all  this 
is  to  recognize  that  something  had  to 
be  done  because  of  a  major  currency 
crisis.  This  particular  crisis  is  being 
met  effectively,  and  should  bring 
pleasant  if  irregular  and  temporary 
results.  We  should  relax  and  enjoy  it. 

I  still  maintain,  as  I  have  for  a 
long  time,  that  inflation  is  a  way  of 
life  in  this  generation.  It  cannot  be 
reversed  except  through  depression, 
recession,  unemployment  and  political 
impossibilities.  It  will  blow  hot  and 
cold  for  a  long,  long  time.  Right  now 
we  may  stop  it  in  its  tracks  for  the 
time  being,  but  it  is  unlikely  that  it 
will  be  stopped  for  long. 

For  the  time  being  then,  stocks  are 
a  better  investment— if  you  happen  to 
own  the  right  ones.  The  great  prob- 
lem of  common  stock  investors,  how- 
ever, is  that  everything  is  in  a  state 
of  flux,  and  it  is  much  easier  to  see 
three  months  or  six  months  ahead 
than  to  plan  for  a  year  or  two  or  a 
decade.  That  makes  things  more  dif- 
ficult than  in  the  great  bull  market 
that  started  in  the  mid-Forties  and 
came  to  grief  in  the  spring  of  1970.  ■ 


Mr.    Schulz    is    on    vacation.    His 
column  will  appear  in  the  next  issue. 
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Exposing  the  Numbers  Game 


A  number  of  advertising  agencies  are  getting 
more  and  more  enmeshed  in  the  "Numbers 
Game"  in  their  selection  of  selective  media. 
They  are  betting  their  clients'  dollars  on  un- 
provable pass-along  numbers  and  the  dubious 
value  of  pass-along  readers  (see  1970  Fortune 
Study  results  showing  that  "80%  of  advertising 
response  comes  from  20%  of  a  magazine's  total 
audience— from  primary  readers"). 

"Selective"  Magazines,  such  as  FORBES,  by 
definition  are  selective— but  they  can  only  select 
the  people  who  buy  them.  No  one  can  control 
who  picks  up  a  magazine  second  hand.  Nor  can 
they  measure  conclusively  the  degree  to  which 
second  hand  readers  read  it. 
What's  our  point? 
Why  do  we  care? 

Because  in  this  unmeasurable  and  unprovable 
area  of  "pass-along"  readership,  our  principal 
competitor  for  your  advertising  dollars  is  Busi- 


ness Week— and  it  beats  the  heck  out  of  us  on 
Simmons'  "measure"  of  the  number  of  pass- 
along  readers. 

According  to  the  1971  Simmons  Study,  Business 
Week  has  6.93  people  reading  each  copy  of  the 
magazine  while  FORBES  has  only  2.53  readers 
per  copy.  Stuff  those  numbers  in  your  old  (or 
new)  computer  and  guess  who  comes  out  smell- 
ing like  a  rose.  Oh  sure,  in  their  latest  measure- 
ment of  reading  days  and  time,  Simmons  shows 
that  the  average  Business  Week  reader  spends 
just  33  minutes  reading  it  as  compared  with  the 
119  minutes  an  average  reader  spends  with  an 
issue  of  FORBES.  But  nobody  we  know  of  feeds 
that  to  his  computer. 

Now  if  you  stack  FORBES  up  against  Business 
Week  in  the  provable  numbers  —  the  audited 
circulations  of  those  who  buy  the  magazines 
and  the  costs  per  page  per  thousand  of  reach- 
ing them  —  it's  quite  a  different  story: 


ABC  Average  total  paid  circulation  12/31/70 
Costs  per  page  (B&W)  per  thousand 

...or  compare  the  two  based  on  their  number  of  Top  Management  subscribers  according  to  the  data 
in  their  latest  subscriber  studies: 


Forbes 

Business  Week 

627,703 

677,989 

$10.75 

$13.07 

Top  Management  (39%  each) 
Costs  per  page  (B&W)  per  thousand 


Forbes 

Business  Week 

244,804 

264,416 

$27.57 

$33.51 

We  can't  prove,  of  course,  that  a  FORBES  subscriber 
takes  his  FORBES  more  personally,  or  reads  it  more 
intensively,  than  the  Business  Week  subscriber. . .  but 
wouldn't  the  fact  of  our  low  pass-along  tend  to  prove 
this  point?  If  you  take  a  magazine  home  or  have  it  sent 
there,  you  only  do  it  because  you  want  to  read  it.  If 
almost  six  other  people  see  every  copy,  then  it  must 
be  bucking  around  the  office  from  in-basket  to  out- 
jbasket  at  a  very  fast  clip. 

INow  we  like  Simmons.  FORBES  is  mostly  happy  to  be 
jin  Simmons.  And  we  use  Simmons  figures  every  time 


we  can  make  'em  "prove"  we're  better  than  the 
other  guy. 

But  this  numbers  game  on  "pass-along"  is  murder 

for  us  when  advertising  agencies  waive  judgment  and 

just  wave  numbers  at  the  client. 

Doesn't  our  point  have  some  merit? 

After  all,  what  does  the  word  "primary"  mean  anyway? 

Look  it  up  and  you'll  see  what  we  mean. 

Forbes:  capitalist  tool 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


JNC. 


Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  IP1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address- 
Ci»y 


.State, 


Zip  Code . 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  130 
A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
September  14, 1971  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  August  31, 1971. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  August  6, 1971 


§ 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange .  Inc. 

end  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  1000$ 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Our  Economic  Problems 


Once  upon  a  time  economics  was  a 
subject  which  college  students  usual- 
ly found  exceedingly  dull.  All  of  a 
sudden,  it  has  become  a  popular  pas- 
time. Everybody  talks  like  an  author- 
ity in  this  field.  With  all  these  self- 
styled  experts  around,  where  does  this 
leave  the  pros?  They  are  in  a  quanda- 
ry and  in  obvious  disagreement  on 
how  to  solve  the  problems  facing  us. 
Most  of  us,  however,  agree  with  Dr. 
Bums,  the  Fed's  chairman,  that  "the 
rules  of  economics  are  not  working 
quite  the  way  they  used  to."  Judging 
by  President  Nixon's  massive  program, 
he,  too,  is  in  a  quandary.  He  is  firing 
simultaneously  in  all  directions  and 
hoping  to  hit  the  right  target. 

Despite  the  heading  of  this  col- 
umn, I  won't  pontificate  on  the  sub- 
ject. It's  fruitless  anyhow,  unless  it  is 
understood  that  this  inexact  science 
of  economics  has  to  be  treated  in  the 
context  of  politics,  sociology  and  psy- 
chology. I  just  want  to  make  a  few 
points  for  clarification. 

In  order  to  choke  down  the  inflation- 
ary boom  of  1968-69,  we  provoked  a 
recession,  using  monetary  and  fiscal 
measures.  But  we  chickened  out,  as 
the  kids  would  say,  before  this  reces- 
sion was  severe  enough  to  create  such 
unemployment  that  would  bust  the  la- 
bor unions,  and  such  pressure  on 
prices  that  the  weaker  corporations 
in  industry  and  commerce  would  be 
pushed  into  bankruptcy.  This  would 
have  put  an  end  to  the  cost-push  type 
of  inflation.  Remembering  the  Great 
Depression,  who  would  have  the  guts 
to  advocate,  not  to  mention  execute, 
such  policies?  Undoubtedly,  the  eco- 
nomic loss  and  the  human  tragedies  of 
a  major  depression  are  by  far  the  ma- 
jor evil.  Thus  we  accepted  inflation, 
hoping  to  minimize  it  and  keep  it  un- 
der control.  In  this  we  failed. 

For  the  past  year  and  a  half  we 
have  been  trying  to  get  out  of  this 
self-inflicted  recession,  again  using 
both  monetary  (increase  of  money 
supply)  and  fiscal  (a  $23-billion  fed- 
eral deficit)  stimulants.  But  some- 
how, it  did  not  work— and  that  is 
what  caused  Burns'  frustration.  Now 
we  have  this  queer  situation  where 
ombine  I)  low  usage  of  manu- 
facturing facilities,  2)   relatively  high 

Mr.    Biel    is   a   senior  vice   president  of   the   New 
York  Stock  Exchange  firm  of  Havenfield  Corp. 


: 


unemployment,  3)  steeply  rising  wageJ 
rates  and  4)  inflation  as  high  as  when 
we  started  this  exercise.  Why?  Basi- 
cally, I  presume,  because  of  bad  pol 
itics  and  bad  psychology,  resulting  in 
general  lack  of  confidence.  But  that  i 
a  subject  for  a  book,  not  a  column. 

No  Benefit  from  Inflation 

Except  for  some  favored  labor  un- 
ion members,  the  average  working 
man  has  not  benefited  from  inflation. 
His  take-home  pay  buys  no  more 
goods  and  services  than  it  did  before 
inflation  really  began  to  become  seri- 
ous, some  four  or  five  years  ago.  The 
investor  also  has  no  grounds  for  favor- 
ing inflation.  If  he  owned  bonds,  he 
suffered  a  whopping  loss.  If  he  heldl 
stocks,  supposedly  a  good  inflation 
hedge,  he  barely  broke  even  in  terms 
of  dollars,  but  not  in  terms  of,  say,' 
1967  dollars. 

Regardless  of  inflation  considera- 
tions, we  must  be  realistic  and  recog-. 
nize  that  bonds  are  still  competing^ 
very  effectively  with  common  stocks. 
This  applies  particularly  to  the  for- 
eign investor  who  can  buy  top-rated 
General  Motors  Eurodollar  bonds 
yielding  9%\  Yet  with  the  dollar  de- 
preciating day  after  day,  he  may  not 
be  eager  to  buy  any  dollar  securities, 
be  they  bonds  or  stocks. 

The  American  investor,  too,  cannot 
afford  to  ignore  high  bond  yields,  es- 
pecially tax  exempt.  Corporate  profits  1 
and  dividends  would  have  to  rise  way 
beyond  foreseeable  levels  to  match 
the  8%  yield  on  triple  A  bonds.  Evi- 
dently stocks  in  general  are  not  cheap 
in  relation  to  other  equally  liquid  in- 
vestment media.  Then  why  buy 
stocks?  Because  when  people  are  in  a 
happier  and  more  confident  frame  of 
mind  than  they  have  been  this  sum- 
mer, they  look  for  the  opportunity  of 
making  capital  gains  rather  than  for  a 
secure  income.  Even  pension  fund 
managers  who  remember  that  perfor- 
mance is  still  the  name  of  the  game 
will  look  more  favorably  on  stocks. 

The  President's  economic  program 
may  restore  confidence  which  had 
been  lagging  so  badly.  It  is  too  early 
to  evaluate  all  repercussions.  I  doubt 
that  his  drastic  proposals  will  cure  in- 
flation but  they  will  make  people  be- 
lieve that  something  constructive  is 
being  done.   The  immediate  psycho- 
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logical  impact  may  be  more  important 
than  the  long-range  effects. 

Since  American-made  merchandise 
is  no  longer  competitive  in  the  world 
markets,  we  are  reverting  to  protec- 
tionism. The  10%  import  duty  will  not 
make  us  popular.  It  is  a  crude  de- 
fensive shield  against  foreign  products 
that  can  be  produced  more  cheaply 
abroad.  One  can  only  hope  that  this 
is  a  purely  temporary  measure.  Pro- 
tectionism has  a  way  of  perpetuating 
high  costs  at  home  which  will  make 
it  even  more  difficult  for  us  to  com- 
pete in  foreign  markets. 

While  Nixon's  program  is  designed 
to  stimulate  the  economy,  there  is  an 
acute  danger  of  overstimulation.  It  is 
quite  apparent  that  the  economic  pro- 
gram was  hastily  drawn  as  if  an  acute 
emergency  existed.  Perhaps  it  did.  But 
I  believe  we  are  going  too  far. 

The  Devalued  Dollar 

Actually  we  have  not  "devalued" 
the  dollar.  The  now  complete  de- 
monetization of  gold  is  merely  sym- 
bolic. For  practical  purposes,  gold  had 
lost  its  status  as  a  measure  of  values 
long  ago.  Its  future  is  doubtful.  Other 
countries  have  been  "devaluing"  the 
dollar  by  raising  the  value  of  their 
currencies.  The  Germans  have  done 
it  three  times,  the  Dutch  twice,  the 
Swiss,  Belgians  and  Austrians  once. 
The  Japanese  have  been  avoiding  a 
long  overdue  revaluation  of  the  yen. 

I  doubt  that  our  recent  actions  will 
cause  another  major  realignment  of 
foreign  exchange  rates.  Our  10%  im- 
port duty  will  affect  some  exporting 
nations  so  severely  that  they  cannot 
afford  a  further  revaluation  of  their 
money.  There  is  the  possibility  of  re- 
taliation which  would  create  a  most 
dangerous  situation.  A  trade  war  in 
addition  to  international  monetary 
turmoil  could  be  disastrous. 

The  stock  market's  initial  reaction 
to  President  Nixon's  proposals  was 
wild.  The  combination  of  short  cov- 
ering and  frantic  reinvestment  buy- 
ing sent  the  DJI  soaring.  The  return 
of  confidence  that  the  economy  will 
finally  emerge  from  the  doldrums 
was,  of  course,  the  major  factor.  Those 
who  take  a  longer-range  view  bought 
in  the  expectation  of  an  inflationary 
boom  within  a  year.  While  this  may 
not  have  been  the  President's  intention 
such  a  boom  could  result  from  one 
and  a  half  years  of  monetary  pump- 
priming,  the  inevitable  huge  federal 
deficit,  the  stimulation  of  consumer 
spending  and  of  capital  investment. 

While  I  believe  that  one  should 
again  become  fully  invested  in  com- 
j  mon  stocks,  it  may  be  prudent  to  wait 
until  the  dust  has  settled.  Investment 
decisions  should  be  made  on  rational 
rather  than  on  emotional  grounds.   ■ 


Introducing  Executive  &  Professional 
Loans  by  Mail  at  Sensible  Rates. 


r. 

■ 
■ 

L 


Borrowing  locally  is  fine— until  you  want  complete  privacy, 
Then  borrowing  by  mail  is  better.  Much  better.  Especially 
when  you  can  get  up  to  $10,000,  without  collateral,  at  interest 
rates  that  make  sense. 

It's  easy  to  get  the  details.  Just  call  D.  R.  Bassett,  collect,  at 
(515)  283-2381.  Or  fill  in  this  coupon.  Then  we'll  fill  you  in. 
Dial  Financial  Corporation/Listed  New  York  Stock  Exchange/ 
Executive  &  Professional  Loan  Division/Department  X-103 
418  Seventh  Street/Des  Moines,  Iowa  50309. 
Mr.  Bassett: 

Please  send  me  complete  information  concerning  your  Executive 
&  Professional  Loans  by  Mail. 

Name 


Address. 


.State. 


.Zip. 


1 
I 
I 
I 

I 

J 


(it's  nobody's  business  but  your  own.) 


Are  you  the  investor 
nobody  cares  about? 


let's  face  it. 

If  you  have  less  than  $150,000 
to  invest; your  account  just  isn't  very 
profitable  to  many  brokers  and 
financial  advisers. 

So  they're  understandably 
tempted  to  devote  the  bulk  of  their 
time  to  bigger,  more  lucrative  accounts. 
Giving  you  what  amounts  to  short  shrift 
in  the  process. 

That  doesn't  happen  at 
Wallace  Forbes  &  Partners. 

We  specialize  in  managing 
portfolios  of  $10,000  to  $150,000. 

it's  all  we  do. 


Gentlemen:  Please  send 


Name- 


So  we  can  afford  to  give 
yours  the  time  and  attention  it  deserves. 

Our  approach  was 
developed  by  Wallace  Forbes,  former 
President  of  the  Forbes  Investors 
Advisory  Institufe. 

It  enables  the  investor  of 
relatively  modest  means  to  get  the 
quality  of  counsel  that  has  often  been  ■ 
unavailable  to  him  in  the  past. 

Mail  the  coupon  below  for  a 
copy  of  our  12-page  brochure. 

It's  the  first  step  in  being 

treated  like  a  big  wheel. 

Instead  of  a  third  wheel. 
1 

me  your  brochure.  J 

I 


Address- 


City. 


State, 


.Zip. 


1 

! 

Wallace  Forbes  &  Partners/  Inc. 

Investment  Management 
Dept.U-12  2  West  45  St.,  New  York,  N.Y.I  0036.  Tel.  661 -7610 
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IfyouhaveS20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 

I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  afull  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet. "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.Box351)Dept  2-9-1 

La  Jolla,  California  92037. 


the  man 

you  want 

to  succeed 

reads 

Forbes 


Aging 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME 

TAXABLE  AS  CAPITAL  GAINS 

(Write  tor  Current  Selling   Prices) 

ACCRUED  EQUITIES,  INC.  (Since  1954) 

F.    B.    SCHOENWALD 

122  E.   42nd  St..    N.Y..    N.V.    10017       2121    MO    1-3595 


FOR  SALE 

Six  perfectly  matched  hackney  ponies  with  har- 
ness, show  trunks  and  one  or  more  of  the  follow- 
ing units:  A  brand  new  hook  and  ladder  unit  built 
to  ss  scale  of  the  original  used  in  bygone  years 
and  or  a  dray  wagon.  Pictures  will  be  supplied 
upon  request.  Write  to:  Box  818  White  River  Jet 
Vermont  05001    Phone  802-295-7004. 


STOCK  TRENDS 

By  Charles  Rolo 


Consider  The  Textbook  Stocks 


In  the  dramatic  stock  market  rally 
triggered  by  President  Nixon's  mid- 
August  speech  to  the  nation,  the  stocks 
of  the  educational  publishers  were  not 
among  the  market's  sprinters.  Never- 
theless, if  the  President's  new  game 
plan  succeeds  in  checking  inflation 
and  in  accelerating  economic  recov- 
ery, the  knowledge  industry,  too, 
would  be  among  the  beneficiaries. 
Thus,  for  reasons  given  below,  this 
seems  to  me  a  good  time  for  long- 
term  investors  to  reconsider  the  mer- 
its of  this  group. 

In  the  early  and  mid-1960s,  the  out- 
look for  textbook  companies  appeared 
enormously  alluring.  School  enroll- 
ments and  expenditures  per  student 
were  strongly  on  die  rise.  And  the 
Elementary  and  Secondary  Education 
Act  of  1965  brought  about  a  large  in- 
fusion of  federal  funds  into  an  indus- 
try which  already  boasted  a  growth 
rate  of  some  105  annually. 

In  1966,  earnings  skyrocketed 
(largely  because  federal  funding  for 
two  fiscal  years  was  actually  spent 
within  die  single  calendar  year),  and 
the  prices  of  textbook  issues  soared: 
Some  stocks  were  commanding  40-50 
times  earnings,  and  multiples  in  the 
range  of  25-30  were  prevalent.  Then, 
gradually,  the  whole  scenario  changed. 

The  growing  demands  of  Vietnam 
put  a  crimp  in  federal  largesse  for 
education.  School  budgets,  strained 
by  rising  salaries  and  construction 
costs,  trimmed  outlays  for  textbooks. 
Simultaneously,  inflation  caused  edi- 
torial and  printing  costs  to  tilt  up- 
ward, with  resultant  pressure  on 
margins.  And  the  wave  of  student  un- 
rest culminated  in  disruption  of  the 
college  market  in  1970. 

What's  the  outlook  now  for  educa- 
tional publishers? 

Insofar  as  school  enrollments  are 
concerned,  it  is  negative— except  at 
the  college  level.  Over  die  next  five 
years,  elementary  school  enrollments 
are  expected  to  dip  slightly  and  high 
school  will  be  up  only  modestly.  Col- 
lege enrollments  should  rise  by  25%. 

Dollar  expenditures  per  student 
present  a  more  promising  growth  pic- 
ture. Another  plus  factor  is  the  grow- 
ing use  of  textbooks  and  instructional 
materials  by  business  and  government. 

Mr.  Rolo  is  a  vice  president  of  the  New  York  Stock 
E»change  firm  of  Edward  A.  Viner  &  Co.,   Inc. 


Also,  four  lean  years  have  led  the 
publishers  to  make  resolute  efforts  to 
cut  costs.  School  budgets  are  still 
tight,  but  pressures  for  new  construc- 
tion and  for  increases  in  teacher  sal- 
aries should  ease,  which  could  make 
more  dollars  available  for  textbooks. 

Encouraging  Change 

Potentially,  the  most  significant  de- 
velopment for  the  textbook  industry 
is  an  apparent  change  of  mood  in 
Washington  in  regard  to  federal  sup- 
port for  education.  In  June,  President 
Nixon,  who  in  previous  years  had 
vetoed  education  bills,  signed  the  new 
S5.1  billion  Education  Appropriations 
Bill,  which  exceeded  his  budget  pro- 
posals by  some  $400  million. 

Then,  early  in  August,  the  Senate 
passed  (by  a  vote  of  51-0)  and  sent 
to  the  House  a  $16-billion  authoriza- 
tion bill,  which  would  pro\ide  mas- 
sive aid  to  colleges  and  "opportunity" 
grants  to  students  from  low-  and  mid- 
dle-income families.  Even  if  this  mea- 
sure passes  the  House,  it  will  still  be 
uncertain  to  what  extent,  and  when, 
funds  will  be  appropriated.  Neverthe- 
less, the  Senate  vote  suggests  that  edu- 
cation may  be  about  to  regain  a  high- 
er rating  among  the  nation's  priorities. 

At  this  juncture,  textbook  stocks, 
broadly  speaking,  have  been  in  a  four- 
year  downtrend  which  has  shrunk 
price/ earnings  ratios,  in  many  in- 
stances, to  all-time  lows  (excluding 
those  prevailing  in  the  lower  depths 
of  the  1970  bear  market).  Conse- 
quently, long-term  investors  might 
find  it  worthwhile  to  investigate  this 
area.  Below  are  brief  comments  on 
companies  whose  fortunes  I  have  fol- 
lowed for  the  past  decade. 

Prentice-Hall  (43)  derives  more 
than  half  its  earnings  from  the  col- 
lege market,  in  which  it  shares  vol- 
ume leadership  with  McGraw-Hill. 
The  stock  has  traditionally  command- 
ed one  of  the  highest  multiples  in  its 
group  on  the  strength  of  a  superior 
growth  record  and  aggressive  man- 
agement. Currently  selling  some  7 
points  below  its  1971  high,  it  is  val- 
ued at  about  26  times  mv  estimate 
of  1971  earnings  (S1.65-S1.70).  If 
textbook  stocks  do  well  in  die  years 
ahead,  PTX  is  likely  to  be  among  the 
leaders  of  the  group. 

McGraw-Hill   (18),  which   sold  as 
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high  as  57  in  1967  and  29  in  1970, 
has  had  a  disappointing  earnings  rec- 
ord in  recent  years.  Currently,  the 
company's  business  publications  are 
suffering  from  a  sharp  decline  in  ad- 
vertising revenues;  and  because  of 
this,  I  expect  1971  earnings  to  be 
roughly  the  same  as  last  year's  82 
cents  per  share,  even  though  other 
operations  are  doing  well.  Next  year, 
a  cyclical  upturn  in  the  business  pub- 
lications could  raise  net  per  share  to 
around  95  cents.  At  current  levels, 
I'd  rate  this  blue  chip  in  the  publish- 
ing group  a  long-term  hold. 

Harcourt  Brace  Jovanovich  (45) 
derives  nearly  40%  of  its  income  from 
college  and  professional  books  and 
roughly  30%  from  the  elementary  and 
high  school  markets.  This  year's  earn- 
ings could  be  in  the  area  of  $2.40  per 
share  (vs.  $2.20  in  1970).  At  18 
times  my  1971  estimate,  the  stock  is 
sellnm  far  below  its  median  multiple 
of  the  past  five  years,  and  in  my  view- 
it  has  good  long-term  potential. 

In  fiscal  1971  (Apr.  30),  the  earn- 
ings of  Scott,  Forcsman  (18)  were 
held  back  to  the  $1.11  level  of  fiscal 
1970  by  heavy  marketing  expenses  in- 
curred in  the  launching  of  its  new 
and  highly  innovative  basic  reading 
series.  These  costs  will  remain  high 
throughout  the  current  fiscal  year,  but 

I  look  for  some  gain  in  earnings,  pos- 
sibly to  the  area  of  $1.25  per  share. 
Selling  at  about  14  times  this  projec- 
tion, the  stock  appears  reasonably  val- 
ued with  this  proviso:  The  company's 
growth  prospects  are  largely  depen- 
dent on  the  success  of  the  new  read- 
ing series— and  the  jury  is  still  out. 

Speculative   Potential 

Croicell-Collier  L-  Macmillan  (11) 
is  a  depressed  situation  with,  in  my 
opinion,  considerable  speculative  po- 
tential if  management  succeeds  in 
solving  its  problems  in  the  encyclo- 
pedia business.  I  expect  this  year's 
earnings  to  be  in  the  area  of  55  cents 
(jl's.  52  cents  last  year),  but  I  look 
for  a  pickup  to  85  cents  to  90  cents 
per  share  in  1972.  Book  value  and 
working  capital  are,  respectively, 
equivalent  to  $15  and  $11  per  share. 

Houghton-Mifflin  (14),  which  sold 
as  high  as  41  the  year  it  went  public 
(1967),  seems  to  me  modestly  valued 
at  14  times  my  estimate  of  $1  per 
share  for  1971  earnings.  The  company 
is  strong  in  two  basic  elementary 
school  areas,  reading  and  mathemat- 
ics, and  about  13%  of  its  revenues 
come  from  the  college  market. 

Among  the  small  companies,  Addi- 
son-Wesley  (15),  John  Wiley  (30) 
and  Richard  Irwin  ( 19)  appear  to  have 
favorable  prospects,  the  latter  because 
of  its  strength  in  the  fast-growing 
business  and  professional  market.  ■ 
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The  Chicago  Mercantile  Exchange 


the  board  of  trade 


The  board  we 
trade  is  a 
standard  hem- 
fir  2  x  4,  the 
mainstay  of 
the  building 
industry.  Like 
most  of  our  other 
commodities,  it  doesn't 
sound  very  glamorous — 
but  it  is.  Its  glamor  stems 
not  from  what  it  is  or  what 
it  does  but  from  what  it 
sells  for.  As  you  may  know 
the  price  of  lumber  varies 
considerably,  depending 
upon  such  things  as 
housing  starts,  tree 
cuttings,  warehouse 
inventories  and  other 
supply  and  demand  factors. 

This  variation  in  selling 
price  is  what  makes  futures 
trading  viable.  You  can 


contract  to 
buy  or  sell 
quantities  of 
lumber  many 
months  in  the 
future  at  an 
established 
price.  To  volume  producers 
and  consumers,  this  means 
being  able  to  plan  ahead 
on  the  basis  of  known 
prices.  And,  of  course, 
price  variation  offers  a 
great  many  trading 
opportunities  to 
knowledgeable  speculators. 
To  find  out  more  about 
the  potentials  of  trading 
lumber  futures,  write  to 
us  at  the  address  below. 

e  CHICAGO  MERCANTILE  EXCHANGE 
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READERS  SAY 


(Continued  from  page  9) 

sentative  of  the  oil  program  industry.  In 
fact,   many  of  the   Oils  members  have 
been    offering    drilling   programs    to    the 
public  since  the  early   1950s,  far  in  ad- 
vance of  the  King  and  Clinton  programs. 
—James  P.  Murphy 
President. 
Oil  Investment  Institute 
Houston.  Tex. 

So*:  As  an  attorney  representing  a 
large  number  of  oil  and  gas  and  other 
tax  shelter  investments.  I  was  impressed 
by  your  excellent  article.  You  focused 
on  a  key  problem  which  plagues  not  only 
the  investor,  but  the  sponsor  of  tax  shel- 
ter offerings:  the  inability  of  most  in- 
vestors to  analyze  this  type  of  invest- 
ment. Hopefully,  the  uniformity  now  re- 
quired by  the  SEC  in  the  presentation  of 
drilling  program  offerings,  and  the  pro- 
posed regulation  of  real  estate  and  drill- 
ing program  offerings  by  the  NASD,  will 
improve  the  picture. 

—Lewis  G.  Mosburg  Jr. 
Oklahoma  City.  Okla. 

Don'f  Buy  that  Car! 

Sm:  I  found  the  article  on  raw  mate- 
rials (  Forbes,  Aug.  1 )  most  edifying 
and  provocative.  It  caused  me  to  won- 
der if.  from  a  social  point  of  view.  Amer- 
ica would  not  do  better  to  discourage 
consumption  of  natural  resources,  par- 
ticularly those  relating  to  energy.  I  real- 
ize this  my  not  be  desirable  short  term 
from  a  business  point  of  view,  but  nei- 
ther are  the  negative  by-products  of 
energy  resource  consumption.  Long  term, 
the  business  and  social  points  of  view 
must  coincide,  for  the  former  depends 
utterly  upon  the  latter  for  its  survival. 

— David  S.  Hill 

Nice  President, 

Dancer  Fitzgerald  Sample.  Inc. 

San  Francisco,  Calif. 

Sir:  I  only  wish  that  many  more  peo- 
ple could  read  the  article.  If  they  did, 
the  environmentalists  would  likely  not 
take  as  strong  a  stand  in  slowing  down 
the  development  of  new  energy  sources. 
Also.  I  wish  that  you  had  pointed  out 
that  it  is  imperative  that  the  permit  for 
constructing  the  oil  line  across  Alaska  be 
granted  now  by  our  Federal  Govern- 
ment  in   order  to  delay   the  anticipated 


energy  crisis. 


-J.H.  Field 
Oklahoma  City.  Okla. 


Sra:  I  was  g reatly  shocked  and  disap- 
pointed by  your  negligence  in  mention- 
ing the  role  Canada  will  be  playing  in 
the  future  growth  of  the  U.S.  Our  coun- 
try's resources  have  been  barely  tapped 
and  all  it  would  take  is  a  little  American 
knowhow  and  a  great  deal  of  capital.  I 
do  not  believe  that  the  I'.S.  will  be  in  a 
self-sufficient  state  come  19S0.  However, 
it  is  generally  accepted  fact  that  Can- 
ada    will     gladly     keep    the     American 
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dream  rolling.  I  think  it  only  fair  that  in 
any  future  articles  regarding  this  ex- 
tremely important  subject  of  resources, 
that  credit  should  be  given  to  your  fu- 
ture supplier. 

—Larry  Behar 
McGill  University 
Montreal,  Canada 

Right  Church,  Wrong  Pew 

Sir:  Small  wonder  the  Chesapeake 
Bay  and  Bridge  Tunnel  is  a  financial  fi- 
asco, nobody  seems  to  know  where  it  is. 
Your  photo  on  page  43  (Forbes,  July 
15)  shows  the  Bay  Bridge  that  crosses 
the  Chesapeake  above  Annapolis,  Md., 
not  the  one  connecting  the  lower  Del- 
marva  to  Norfolk,  Va.— which  by  the 
way  has  a  toll  for  individual  automobiles 
in  excess  of  S4,  not  SI. 

—Raymond  F.  Pisney 
Baleigh,  N.C. 

A  Look  at  the  Facts 

Sir:  I  was  disappointed  to  see  your 
editorial  "Specious  Nonsense"  in  the 
Aug.  1  Forbes  stating  that  it  "would  be 
a  dangerous  travesty"  to  permit  students 
to  vote  at  their  school  residence;  that 
students  pay  no  taxes,  "nor  do  the  insti- 
tutions they  attend.  A  1971  survey  by 
the  American  Council  on  Education 
pointed  out  that  34?  of  the  colleges  and 
universities  in  the  U.S.  pay  taxes  or  make 
cash  payments  in  lieu  of  taxes. 

Students  are  counted  toward  reappor- 
tionment as  residents  of  their  college 
communities.  Many  federal  grants  are 
based  on  population,  because  the  stu- 
ire  there,  the  town  gets  more  mon- 
ey. Students  living  oil  campus  pay  prop- 
erty taxes  through  their  rent.  Students 
pay  a  higher  percentage  of  their  income 
in  sales  tax  than  do  more  affluent  resi- 
dents, and  in  the  jobs  they  take,  they 
pay  the  same  income  taxes  as  any  oth- 
er resident. 

".  .  .  Noting  residence  should  he,  must 
be.  where  home  really  is."  And  for  many 
students,  that  is  their  home  in  the  school 
community,  off  campus  or  on. 

—Richard  J.  Brickwedde 

General  Counsel, 

The  Student  Vote 

Washington,  D.C. 

Sir:  You  state  that  students  do  not 
pay  taxes.  Please  write  the  name  of  a 
community  where  the  landlords  and 
businessmen  do  not  pass  their  taxes  on  to 
their  customers  on  the  enclosed  card. 

—Kenneth  M.  Turner 
Sacramento,  Calif. 

So  Oo  We 

Sir:    In  the  Aug.    1   issue  of  Forbes, 
SCM  was  credited  as  being  the  only  re- 
maining   U.S.    producer    of    calculating 
machines.  They  produce  some  models  in 
the    U.S.    [but]    Victor   produces   by   far 
the  majority  of  its  electronic  calculators 
and  electro-mechanical  units  in  the  U.S. 
—George  W.  May 
President, 
Victor  Comptometer  Corp. 
Chicago,  111. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  worst  education  which  teaches 
self-denial  is  better  than  the  best 
which  teaches  everything  else  and  not 
that.  —John  Sterling 


He  who  overcomes  others  is  strong; 
but  he  who  overcomes  himself  is 
mightier.  —John  H.   Patterson 


Every  human  mind  is  a  great 
slumbering  power  until  awakened  by 
keen  desire  and  by  definite  resolution 
to  do.  —Edgar  F.  Rorerts 


Industry  is  the  root  of  all  ugliness. 
—Oscar  Wilde 


The  best  preparation  for  tomorrow 

is  to  do  today's  work  superbly  well. 

—William  Osler 


You  may  be  whatever  you  resolve 

to  be.  Determine  to  be  something  in 

the  world  and  you  will  be  something. 

—Joel  Hawes 


Teach    self-denial    and    make    its . 
practice  pleasure,  and  you  can  create 
for  the  world  a  destiny  more  sublime 
than  ever  issued  from   the   brain  of 
the  wildest  dreamer. 

—Walter  Scott 


The  superior  man  thinks  always  of 
virtue;  the  common  man  thinks  of 
comfort.  —Confucius 


B.  C.  FORBES 

Lincoln's  learning  and  wis- 
dom and  statesmanship  did  not 
descend  unsought  and  un- 
earned from  the  skies.  How 
many  studious  hours  he  spent 
while  others  about  him  idled 
and  played;  what  measure  of 
self-denial  he  practised  during 
the  preparatory  years  of  his  ob- 
scurity, who  can  reckon?  If  you 
begin  by  denying  yourself  noth- 
ing, the  world  later  is  apt  to  do 
your  denying  for  you.  Deny  self, 
or  be  denied. 


Self-denial  is  not  a  virtue;  it  is  only 
the  effect  of  prudence  on  rascality. 

—George  Bernard  Shaw 


Love    of    pleasure    is    the    disease 
which  makes  men  most  despicable. 

— Longinus 


No  man  is  the  wiser  for  his  learn- 
ing: It  may  administer  matter  to  work 
in  or  objects  to  work  upon;  but  witi 
and  wisdom  are  born  with  a  man. 

—John  Selden 


Virtue,  though  she  gets  her  begin-' 
ning  from  nature,  yet  receives  her  fin- 
ishing touches  from  learning. 

— QUINTILIAN 


The  noblest 
within  doors  .  . 


exercise  of  the  mind 

is  study. 

—William  Ramesy 


Rest  is  the  sweet  sauce  of  labor. 

—Plutarch 


Chance  favors  the  prepared  mind. 
—Louis  Pasteur 


It's  only  by  the  hard  blows  of  ad- 
verse fortune  that  character  is  tooled. 
—Arnold  Glasow 


Real  merit  of  any  kind  cannot  long 
be  concealed;  it  will  be  discovered, 
and  nothing  can  depreciate  it  but  a 
man  exhibiting  it  himself.  It  may  not 
always  be  rewarded  as  it  outfit;  but 
it  will  always  be  known, 

— Lokd  Chesterfield 


The  highest  reward  for  man's  toil 
is  not  what  he  gets  for  it  but  what  he 
becomes   by   it.  —John    Hi  skin 


A  handful  of  good  life  is  better  than 
a  bushel  of  learning. 

—George  Herhert 


Ah,  why  should  life  all  labor  be? 
—Tennyson 


Fools   are  aye  fond  o'  flittin'  and 
wise  men  o'  sittin'. 

—Scottish  Proverh 


Take  not  from  the  mouth  of  laboi 
the  bread  it  has  earned. 

—Thomas  Jeffersoi> 


Labor  is  one  of  the  great  element; 
of  society— the  great  substantial  inter 
est  on  which  we  all  stand  .  .  .  and  al 
my  sympathies  are  with  it,  and  m\ 
voice,  till  I  am  dumb,  will  be  for  it. 

—Daniel  Webstei 


A  Text . . . 


Sent  in  by  Katherine  M.  Altieri. 
Springfield,  Vt.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


And  in  the  same  house  remain,  eat- 
ing and  drinking  such  things  as  they 
give:  for  the  labourer  is  worthy  of 
his  hire.  —Luke  10:7 
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Authentic] 


Won  at  International 
Expositions  held  throughout 
the  world  for  over  40  years 


Instead  of  shocking  the  single 
whiskies  by  dumping  them  all 
together  at  once,  we  let  them  rest 
quietly.  Only  then  do  we  bring 

them  together.  Result? 
Greater  uniformity  and  more 
dependable  consistency  to  the 
blends.  That's  why 
Dewar's  never  varies. 


In  1846,  John  Dewar, 
40  years  old.  went 

into  business  for  himself 
as  a  spirit  merchant  at 
111  High  Street. 
Perth,  Scotland 


The  Scottish  city  of  40,000  people 
on  the  Banks  of  the  River  Tay. 

Nothing  much  has  changed. 
The  castle  is  still  there.  And 
every  year  from  January  to  December 
when  the  air  is  chill  and  pure 
and  the  water  is  cold, 
the  people  of  Perth  make 
Dewar's  "White  Label." 


WbitcLabel 

K        Dewar's     A 
Tended  Scotch  Whisky 

p'»«*   sCOTCH    WHISKIE/         / 

P«0DUCT     OF      SCOTLA/I0       / 
1      |  »LlNOEO      AND     »OTTUO    •/  T   ' 

John  Dewar  &  Sons  1- 

DISTILLERS.     , 

P^0HTL# 


Another  goid  medal 
won  at  the  St.  Louis 
World's  Fair  of  1904. 


Son  Tommy  Dewar  took  a 
booth  at  the  1885  Brewer's  Show 

in  London,  to  find  new 

markets  for  his  father's  blend 

He  used  a  bagpipe  to 
entertain.  (The  first  commercial 
use  of  music?) 


Sir  Thomas  Dewar  became 
imous  for  his  terse 

comments,  among 
lem,  "Do  right  and 

no  man,  don't 

write  and  fear  no  woman." 


Certain  fine  whiskies  from  the 

hills  and  glens  of  Scotland 

are  blended  into  every  drop 

of  Dewar's  "White  Label.'' 

Before  blending,  every  one 

of  these  selected  whiskies  is 

rested  and  matured  in  its 

own  snug  vat. 

Then,  one  by  one,  they  re 

brought  together  by  the 

skilled  hand  of  the  master 

blender  of  Perth. 


Dew 

never 

varies. 


ar's 


"he  facts  in  this  advertisement  have  been  authenticated  by  the  management  of  John  Dewar  &  Sons,  Ltd.,  Perth,  Scotland 
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Only  we  can  mal 


XEROX  IS  »  REGISTEREO  TRADEMARK  OF  XEROX  CORPORATION 
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The  Lawyers 

How  They 
Make  Their  Money 
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SEP  15  1971 

LIBRARY 


n 


When  North  American  Rockwell 
builds  a  business  machine, 

North  American  Rockwell 
builds  a  business  machine. 


Our  business  aircraft  are  strong, 
hard  working  business  machines. 
The  new  Aero  Commander  "112 
single  engine.  New  Sabre*  75  jet. 
Turbo  Commander''  68 IB  prop-jet. 

You  can  depend  on  them  to  log 
plenty  of  flight  time,  increasing  the 
mobility  of  management,  bringing 
decision  makers  to  the  scene. 


Business  is  only  part  of  our 
aviation  story,  for  we  build  military, 
experimental,  personal  and 
agricultural  planes,  too.  In  fact, 
more  different  kinds  of  aircraft 
than  anyone  else. 

Our  company  is  actually  a  blend 
of  technologies,  distinct  but  related, 
and  contributing  to  one  another. 


'1* 


Fiberglass  car  bodies, 
textile  machines  and  aircraft 
don't  seem  to  go  together, 
but  we  have  ways. 

If  you'd  like  some  literature  on 
North  American  Rockwell  and  our 
general  aviation  line,  write  Box  707, 
El  Segundo,  Calif.  90245. 
Ask  for  "Aircraft'.' 

North  American  Rockwell 


BURLINGAME 

SEP  1  5  1971 

LIBRARY 


Business  men  are  like  the  bashful  boy 
who  sent  his  girl  a  valentine  but  didn't  sign  it 


—  and  then  wondered  why  she  didn't  smile  on  him,  next  time  they  met. 

It  is  business  whose  taxes  support  America's  schools  1  */£  days  every  week. 

It  is  business  men  whose  companies  and  private  gifts  largely  assure  the  success  of 
hospital  and  charity  drives  and  pay  for  the  research  seeking  to  cure  disease  and  poverty. 

It  is  business  that  is  pouring  money  into  cleaning  up  slums,  and  training  the  hard- 
core unemployed. 

It  is  business  whose  research  (and,  yes,  search  for  legitimate  profit)  has  so  im- 
proved home  appliances  and  factory  machines  that  work  on  them  is  done  better  and 
easier  in  7  hours  that  used  to  take  12,  and  used  to  make  us  old  men  and  women  at  40. 

But  do  you  ever  see  these  dramatic  facts  on  TV?  Or  featured  in  your  newspaper? 

Business  men  say  they're  too  busy  to  talk  about  such  things.  So  they  "hide  their 
light  under  a  bushel"  —  and  wonder  why  it  smothers  there. 


Specialized  control  system  development  and  man- 
ufacturing is  now  commercially  available  from  the 
Warner  &  Swasey  Electronic  Products  Division. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Now  what  starts  fires,  stops  them. 

Phosphorus  used  to  seem  like  magic,  back 
in  Chemistry  I.  Expose  it  to  air  and  it  catches 
on  fire,  remember? 

Now  we've  made  phosphorus  seem  like 
magic  again.  We've  turned  it  into  a  fire-retardant. 
It's  a  Monsanto  product  called  Phos-Chekf 
thaf  s  used  in  fighting  brush  and  forest  fires. 
Dropped  from  a  plane  or  copter,  it  produces  a 
^  barrier  that  puts  out  the  fire,  then  does  a  couple 
of  nearly  unbelievable  things. 

It  helps  keep  the  area  safe  from  further  fire. 
It  fertilizes  the  ground  for  new  seedlings. 
Phos-Chek®  fire-retardant  is  just  one  of  the 
many  kinds  of  products  coming  from  the  new 
Monsanto  Company.  In  areas  as  diverse  as 
swine  genetics  and  electronics,  fashion  fibers  and  steel, 
environmental  engineering  and  plastic  packaging. 
Ideas  just  seem  to  catch  fire  at  MnnSfHltO: 

the  science' 
company. 


FOR  MORE  INFORMATION  ABOUT 

MONSANTO  S  FIRE  RETARDANT  PRODUCTS. 

WRITE   BOXG5EBE13.  MONSANTO  COMPANY. 

800  N    LINDBERGH  BLVD 

ST  LOUIS  MO  63166 
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If  your  copier  salesman  had  given 
you  7  to  choose  from,  would  you 
have  settled  for  the  one  you  did? 


Other  copier  salesmen  can  only  offer  you  two,  maybe 
three  to  choose  from.  Ours  offer  you  seven. 

Other  copier  salesmen  have  machines  with 
such  minor  differences,  you  can  hardly  tell  them 
apart. 

Ours  have  machines  with  clear-cut,  functional 
differences.  Working  differences. 

So  that  with  our  salesmen,  you  can  find  your- 
self a  copier  that  does  precisely  the  job  you  want 
done. 

(Machine  fits  Man,  for  once,  instead  of  Man  fit- 
ting himself  to  Machine.) 

Common  denominators  for  all  our  copiers: 
they're  electrostatic  (no  messy  chemicals)  making 
dry,  clean,  sharp  copies  that  don't  fade;  they're  desk- 
top; you  just  plug  them  in;  no  warm-up  needed;they 


have  our  2,400  man  service  team  to  back  them  up. 
Now,  if  you'd  like  to  see  the  salesman  you  wish  you'd 
seen  last  time,  write  Pitney  Bowes,  1780  Crosby 
Street,  Stamford,  Conn.  06904,  or  call  one  of  our  190 
offices  throughout  the  U.S.  and  Canada. 


=  Pitney  Bowes 

COPIERS 


Postage  Meters,  Mailing  Equipment, 
Counters  and  Imprinters,  Addresser-Printers, 
Labeling  and  Marking  Systems. 


253  For  the  user  who  mostly  needs 
single  copies.  Paper  is  roll  fed  and 
automatically  cut  to  length 
of  original,  at  rate  of  20  a  minute. 


253MC  Does  everything  the  253 
does— plus,  it  can  make  up  to  10  copies 
of  the  same  original  automatically. 


252  Our  speedy  little  sheet-fed 
model  for  the  light  user. 


254  Heavy  duty  model.  Takes  originals 

up  to  11"  wide,  20  a  minute, 

cuts  paper  to  length  automatically. 


253AF    For  any  pile-up  of  papers  e.g. 
long  reports,  ledger  cards.  Automatically 
feeds  in  a  stack  of  up  to  100  originals, 
makes  single  copies,  piles  them  up  in  order 


262  Top  of  our  line... our 
revolutionary  new  Strobostatic™  book 
copier,  clocking  30  copies  per  minute. 
Under  $2.000-to  get  one  faster,  it 
'•ost  you  half  as  much  again! 


258  Book  copier.  Makes  multiple  copies 
and  cuts  paper  to  length  automatically. 


>a      There's  a 

iff erence  between 

protection 

and  pro-tection. 

Pinkerton's. 
The  professionals. 


When  400  of  Fortune's  top  500  companies  call  on  Pinkerton's  for  security 

service,  there's  a  reason.  That  reason  can  be  summed  up  in  one  word: 

professionalism.  A  professionalism  that  comes  from  nearly  twice  as  many 

years  of  providing  protection  as  any  other  agency.  That  establishes 

unique  standards  of  selection  and  training.  That  utilizes  the  security 

industry's  highest  ratio  of  supervisory  personnel  to  guards.  And  that  uses 

every  contemporary  protective  technique.  To  see  that  professionalism  in 

action,  ask  us  for  a  professional 


(analysis  of  your  security 
requirements.  Or  send  for  our 
brochure  "24  Steps  to  Total 
Security,"  outlining  such 
specific  services  as  K-9  patrol, 
patrol  and  inspection,  Lady 
Pinkertons,  and  others.  If  you're  in 
a  business  where  protection 
is  vital,  you'll  find  this  brochure 
valid,  valuable  reading. 
Just  use  the  coupon; 


PINKERTONS,  INC. 

100  Church  Street,  New  York,  N.Y.  10007 

PINKERTON'S  OF  CANADA   LIMITED 

1980  Sherbrooke  Street  W.,  Montreal  25,  P.Q. 

□  I'd  like  Pinkerton  security  experts  to  make  an  analy- 
sis of  my  security. 

□  Send  me  a  copy  of  "The  professional  approach:  24 
steps  to  total  security". 


Name/ Title, 

Company 

Address 

City 


71-1C 


.State. 


-Zip. 


The  new  DC-10 

McDonnell  Douglas  builds 
Airlines  are  now  flying 

You'll  love  it 

Our  famous  DC  airliners  have  met  every  generation's  needs  for  fast,  comfortabl 

and  dependable  air  travel  every  year  sinoe  1933.  D  Now  we're  delivering  sti 

another  great  line  of  DCs -the  exciting  new  DC-10  luxury  tri-jets.  □  Wit 

the  DC-10,  airlines  can  now  offer  passengers  true  wide-cabin  spaciousness  air 

luxury  on  flights  to  many  airports  bypassed  by  larger  planes.  And  its  quie 

smokeless  engines  make  it  a  good  neighbor  wherever  it  goes.  D  DC-10s  ar 

the  only  new-generation  jetliners  that  can  profitably  fly  inter-city  routes  a 

short  as  200  miles,  as  well  as  intercontinental  non-stop  flights  as  far  as  6,10 

miles.  They  will  continue  the  reputation  for  operating  efficiency  am 

passenger-pleasing  extras  that  make  McDonnell  Douglas  DCs  th 

choice  of  leading  airlines  the  world  over.  □  Ask  your  trave 

agent  or  airline  reservations  office  to  book 

you  aboard  a  luxurious  DC-10.  You'll  love  it. 


MCDONNELL  DOUGLAS 


Qt 


I 


We  delivered  the  first  DCMOs  on  July  29th  to  American  Airlines  and  United  Air  Lines.  In  addition,  these  airlines  hav 

ordered  the  DC-10:  Northwest  Airhnes.Trans  International  Airlines.  KLM-Royal  Dutch  Airlines,  Scandinavian  Airlines  System  (SAS 

ssair.  UTA  French  Airlines.  Overseas  National  Airways.  National  Airlines,  Air  Afnque,  Alitalia,  Continental  Airline 

New  Zealand,  Sabena  Belgian  World  Airlines,  Lufthansa  German  Airlines,  Atlantis,  Finnair,  and  Delta  Air  Line 
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James  Srodes 


A  Tale  of  Two  Stories 

Forbes  Editor  Jim  Michaels  was  dining 
with  one  of  Japan's  leading  businessmen 
one  evening  last  month.  "What  do  you 
think  of  your  President's  new  policy  to- 
ward China?"  the  businessman  asked. 
Michaels  said  it  was  a  good  step,  but 
wouldn't  mean  much  for  trade.  The  Japa- 
nese quietly  disagreed. 

"They  want  your  airplanes." 

"Military  planes?  Impossible." 

"Not  military.  Commercial  jets." 

Of  course!  A  nation  of  3.5  million 
square  miles  and  750  million  people  with 
an  absolutely  primitive  transportation 
system.  But  bulldoze  some  airports,  buy 
planes  and  supporting  equipment  and  you 
can  build  a  modern  transportation  system 
fairly  quickly.  Where  do  you  get  the 
equipment  and  the  knowhow?  The  U.S. 

Staff  Writer  James  Srodes  was  alert- 
ed in  our  Washington  Bureau.  He  began 
three  hard  weeks  ol  leg  work.  It  wasn't 
easy,  because  the  reporting  involved  eco- 
nomics, polities,  foreign  all  airs.  And  it 
was  a  touchy  subject.  But  all  that  didn't  bother  Jim  Srodes.  This  31- 
year-old  Pennsylvania!]  has  been  around:  He  has  studied  law,  worked 
for  a  congressman  and,  as  a  journalist,  specialized  in  coverage  of 
the  U.S.  Treasury  and  taxation.  Srodes  got  the  story.  It  ("Wings 
for  China?")  begins  on  page  25. 

Where  else  do  Forbes  editors  get  their  ideas?  Sometimes  from 
Forbes  magazine  itself.  We  were  poring  through  the  galleys  on  ex- 
ecutive salaries  for  our  May  15  Directory  Issue  when  we  were 
struck  with  this  realization:  that  the  average  corporate  chief  execu- 
tive officer  apparently  makes  less  money  than  a  highly  successful  at- 
torney. Ever  since  then,  FoRBEsman  Frank  Lalli  has  been  looking  into 
why  lawyers  make  so  much  money— and  hoic  they  make  so  much. 
The  story  begins  on  page  30. 

Lalli  himself  interviewed  60  lawyers  around  the  country.  Re- 
searcher-Reporter Judy  Koblentz  covered  the  American  Bar  Associa- 
tion convention  in  New  York  and  flew  to  Chicago  to  look  into  the 
borderland  where  law  meets  local  politics.  From  Washington,  Research- 
er Lynn  Adkins  filled  us  in  on  how  lawyers  operate  in  the  nation's  cap- 
ital. From  Los  Angeles,  Robert  Banks  reported  on  the  newest  wrin- 
kle: Legalcare.  After  Lalli  turned  in  his  manuscript,  Reporter  Ellen 
Melton  went  to  work  on  checking  it,  a  full  week's  work  in  itself. 

The  job  finished,  Frank  Lalli  began  packing  his  bags.  Early  next 
month  he  takes  up  a  new  position— he  will  head  Forbes'  West  Coast 
bureau  in  Los  Angeles.  Prior  to  the  lawyer's  piece,  Lalli's  latest  cover 
story  was  the  sprightly  "Who  Owns  New  York?"  (June  1,  1971). 
His  conclusion:  Who  wants  to?  We  wonder,  who  owns  Los  Angeles?  ■ 


Lemon  peel 
dipped  in  vermouth. 
This  week's 
perfect  martini  secret 

Just  moisten  a  lemon  peel  with  ver/nouth. 
And  use  the  perfect  martini  gin, 
Seagram's  Extra  Dry. 

Seagram's. 

The  perfect  martini  gin. 
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Shufoff 

All-out  cost-cutting  is  the  order 
of  the  day  at  Guinness'  St.  James 
Gate  Brewery  in  Dublin.  In  an 
effort  to  stave  off  red  ink,  the  work 
force  of  Dublin's  largest  employer 
is  being  reduced  by  40%.  But  per- 
haps the  most  drastic  move,  at  least 
in  ihe  eyes  of  Guimiess  workers,  is 
that  the  taps  from  which  they  have 
daily  helped  themselves  to  the  com- 
pany's stout  are  to  be  turned  off. 
"Ah  well,"  remarked  one  worker 
philosophically,  "perhaps  it  was  a 
bit  abused  at  that." 

Happiness 

Coca-Cola  in  Bed  China?  Far- 
fetched, but  mere  mention  of  the 
possibility  in  a  recent  brokerage 
report  helped  raise  Coca-Cola's 
stock  9  points,  or  more  than 
8500  million.  At  any  rate.  Coke  is 
ready  now  with  a  Chinese  name 
which,  translated,  means:  "makes 
man's  mouth  happy." 


BUSINESS 


Sabotage? 

The  tight-lipped,  close-mouthed 
Kennecott  Copper  Co.  sat  down  last 
month  with  the  editors  of  For- 
tune for  a  full-scale  study  of  the 
company's  acquisition  of  Peabody 
Coal,  an  acquisition  which  the  Fed- 
eral Trade  Commission  has  chal- 
lenged as  violating  the  antitrust 
laws.  The  story  was  no  simple  con- 
frontation of  journalist  and  subject, 
however.  "They  came  to  us,"  one 
Kennecott  official  explained,  "and 
they  said  thev'd  been  asked  to  do 


the  story  by  people  high  in  the  Ad 
ministration.  So  what  could  we  do? 
The  idea  was  that  maybe  that  way 
they  could  put  pressure  on  the- 
FTC."  Fortune's  article  dismissed 
the  FTC's  suit  as  "antitrust  for  its 
own  sake."  Question:  Is  Somebody 
High  Up  In  The  Administration 
•  using  the  Fourth  Estate  to  sabotage 
the  U.S.'s  own  antitrust  policy? 

Artful  Moves 

Art  dealers  expect  the  same  kind 
of  shot  in  the  arm  from  President 
Nixon's  new  economic  policies  as 
the  stock  market  received,  says  a 
spokesman  for  New  York's  Parke- 
Bernet  Galleries.  Traditionally,  the 
two  tend  to  move  hand  in  hand. 
When  the  market  fell,  so  did  art 
prices.  Now  Parke-Bernet  looks  for 
a  general  economic  improvement  to 
loosen  collectors'  purse  strings 
again.  It  also  believes  the  devalua- 
tion will  encourage  more  foreign 
collectors  to  buy  their  master- 
pieces in  New  York. 

Friendly  Skies? 

American  Airlines,  first  to  order 
the  DC- 10,  waited  3%  years  for 
the  first  one  to  arrive,  and  an- 
nounced its  inauguration  date  as 
Aug.  17.  Then,  surprise!  Com- 
petitor United  Air  Lines  announced 
for  Aug.  16.  American,  in  a  pickle, 
decided  not  to  escalate  the  date 
jockeying:  It  pulled  a  1 2-day  - 
early  surprise  inauguration  with 
little  hoopla  on  Aug.  5. 

Backache  Relief 

Businessmen  who  develop  back- 
aches dragging  around  huge  brief- 
cases full  of  material  to  meetings 
can  look  for  relief  from  a  new  port- 
able microfilm  reader  developed 
by  Microdisplay  Systems.  It 
weighs  about  3M  pounds,  operates 
on  batteries  and  will  cost  initially 
around  8150.  It  will  fit  into  an 
attache  case  with  30,000  pages  of 
microfilmed  material.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
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mailing  label  from  the  magazine. 
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Business  awl  Finance 

SOCIAL  SECURITY  TAXES  would 
be  raised  again  under  legislation 
tentatively  approved  by  the  House 
Ways  and  Means  Committee.  Only  a 
month  after  the  latent  boost  cleared 
Congress,  thd  panel  agreed  to  increase 
the  tax  on  employers  and  employes  to 
■  \t  January  and  to 
boost  the  wage  base  on  which  the  tax- 
es are  paid  to  $10,600  from  the  current 
$7,800. 

Consumer  price  rises  showed  a  con- 
tinued moderating  trend  in  March,  in- 
creasing at  a  seasonally  adjusted  an- 
nual rate  of  2.4%.  This  put  the  first 
quarter  rise  at  a  2.1%  annual  rate,  the 
slowest  pace  for  any  quarter  since  the 
first  period  of  1967  The  Nixon  adminis- 
tration welcomed  the  news,  but  a  drop 
tn  durable-goods  ordering  undercut 
hopes  for  a  sharp  economic  upswing. 
The  March  orders  fell  2.2',  to  an  ad- 
justed $31  18  billion,  for  the  first  de- 
cline since  last  October 

( itorv   on    ■'•Q*   21 

Banks'  prime  rale  is  coming  under 
increasing  upward  pressure  after  an 
extended  downtrend.  The  push  is  com- 
ing from  increases  in  short-term  rates 
in  the  money  market,  especially  on 
negotiable  certificates  of  deposit  banks 
sell  to  raise  funds.  Further  CD  boosts 
ranging  to  lM  percentage  point  were 
posted  yesterday.  Treasury  bill  yields 
also  showed  further  gains. 

(Moor   o*   *■«••   II 

F.  I.  duPont  will  receive  $5  million 
of  capital  from  a  group  of  other  Big 
Board  member  firms  when  it  incorpo- 
rates this  month  The  financing,  given 
special  clearance  by  the  exchange,  will 
be  in  addition  to  the  $30  million  invest- 
ment planned  by  a  group  headed  by 
Texas  businessman  H.  Ross  Perot. 
Sources  said  the  Perot  group  pushed 
for  the  $5  million  as  back-up  capital. 

ISto#T»  o*i  P*9»  J) 

Mobil  Oil  reported  a  12.59  increase 
in  first  quarter  profit  and  Skelly  Oil  a 
TV'  gain,  but  Standard  of  Ohio  posted 
a  15.9r*  decline.  Indications  so  far  are 
that  oil  producers  generally  had  im- 
proved earnings  in  the  quarter,  in  con- 
trast to  a  preponderance  of  declines  in 
the  1970  first  quarter. 

<  Story  on  B*cH  P«o*> 

Goodyear "»  earnings  eased  0.3' f  in 
the  first  quarter,  but  Uniroyal  reported 

an   U'      gain.   The  tire   industry   is  pre- 


World-Wide 


\s  DfTBOKATIOM  F1MFTABLE  tor  the 
.North  mm  rajwlart  kg  tn«-  Banal*,  n-ss. 

The  proposal   by  Sen.    Ribicoff   iD  ,   Conn  i 
would  have  required  all  schools  In  any  metro- 
politan area  to  enroll  a  fixed  percentage  of  mi- 
nority croup  students  within   12  years  or   lose 
federal  aid.  Ribicoff  said  the  plan  would  ellml- 
rvute    the    neighborhood- pattern   segregation    in 
rtt  aa  the  courts  had  outlawed  the  dual 
school  systems  of  the  South    And   he  said  his 
"Northern    liberal    colleagues    don't    have    the 
guts  to  face  their  constituents  in  the  suburbs  " 
■ 
CWarl     '!•  riiini     that     Southern 

Befeenl  but   chtidrem. 

".(«'/'  r     icaooj    UttriCtt    or    p.nr    dt)l' 

■     ■■       !','IU.1 

\    H.KH..N  UD  DVUHAU1    v»,i„  «ought 

by   Mfena;  h*  «*kr<l  for  Ini-rraM-d  *ld  fund*. 

The  President  submitted  to  Congress  two 
new  bills -for  Inlf  rnjhonil  security  assistance 
and  for  economic  development  an-l  bun 

>ne  package  legislation 
I  yearn  International  security  would 
lump  together  military  aid.  credit  sales  of 
weapons,  and  economic  aid  to  countries,  such 
as  Korea,  whose  defense  Is  deemed  Important 
u,  the  U.fl  Uttdar  KflnamtC  aid.  Nixon  would 
abolish  the  Agency  for  International  Develop- 
ment and  substitute  three  new  agencies  dealing 
with  loans,  te.hnical  assistance  and  private 
U  S    investment 

in  pTMeafsma  'hi  X*  J  MSttM  ragvttfl    a 
ftOO  mtfMoii  hscreaM  fron   fas  ewrreni  Mi- 
ni  tatd  tfu    '■  rOJ'MM  u  ouU  rs> 

dwr   thr    nujtih'  r    ••!    t-/rti.j„   nut    >■  tn  fi!  .  ■■. 

IMMTOKn  WHO  ABORT  |ireKnan<  lei  can 
If    (irn«w  i ni.'.i     ilir    BanrCOM    Court    held. 

In  Its  first  ruling  on  an  abortion  law.  the 
high  marl  dismissed  claims  that  the  District  of 
Columbia's  abortion  law  was  so  vaguely  writ- 
ten It  couldn't  be  understood  by  doctors.  That 
allowed  prosecution  of  doctors  for  per- 
forming abortions  But  the  Justices  also  held 
that  abortions  to  protect  the  expectant  moth- 
er's mental  health  are  legal,  and  that  the  pros- 
ecution must  prove  that  the  abortion  was  not 
for  therapeutic  reasons  The  latter  two  provi- 
sions give  physicians  In  the  nation's*  capital 
considerable  leeway  in  performing  abortions. 

sitit  unseated   ta   whether  women  havt 
em  inhtri„r  privati  right  to  obtain  on 

tvtn     »nnp/v      t-  i  nuv       '/><  y     dt  Hf<      (0     '  nd 
fneir   prrntutncu     This    tSSUt    It    pending    br- 

ton    th*    court  ta  mi  •  ral  caw 

Cambodian  Premier  I -on  Nol  was  ashed  to 
stay  on  as  premier  and  to  form  a  new  cabinet. 
Lon  Nol  resigned  Tuesday  citing  poor  health, 
but  his  younger  brother,  I.t  Col  l-on  Non  says 
the  premier  resigned  merely  to  clean  house 
and  intends  to  form  a  new  government  Cheng 
Heng.  the  chief  of  state,  asked  Lon  Nol  to  re- 
sume his  duties  because  of  the  "grave  events 
through  which  our  country  Is  passing  ." 

Kiwmy  troops  molded  contact  with  Salgoi 
units  probing  the  A  Shau  Valley,  leading  corr 


If  you  think 

The  Wall  Street  Journal 
is  exclusively  a 
financial  newspaper. . . . 

We've  got  news  for  you 


Many  people  who  have  never  read  The  Wall  Street  Journal  think  of 
us  as  strictly  a  financial  newspaper.  If  you're  one  of  these  people, 
we've  got  a  surprise  for  you— right  on  our  front  page  every  business  day. 

We  call  it  "What  News"— two  full  columns  that  give  you,  at  a 
glance,  a  grasp  of  what's  happening  in  the  world  and  the  nation,  as 
well  as  in  business  and  finance. 

In  one  column,  you  get  a  concise  summary  of  the  important 
general  news  of  the  day— like  the  latest  from  Capitol  Hill;  the  war 
in  Vietnam;  peace  initiatives  in  the  Middle  East.  In  fact,  if  it's  news- 
worthy, you  can  trust  The  Journal  to  keep  you  up  to  the  minute 
with  the  salient  facts. 

Next  to  this  World-Wide  news  is  our  famous  capsule  Business  and 
Finance  column— with  news  capsules  on  the  stock  market,  Federal 
financial  policies,  labor,  industry  sales,  and  much  more. 

In  addition,  The  Journal's  front  page  offers  two  full  columns  of 
unique  trend-spotting  reports:  stories  that  key  on  business  and  eco- 
nomic trends  for  you. 

Inside  The  Journal,  you  benefit  from  important  daily  business  fea- 
tures such  as  Abreast  of  the  Market.  Heard  on  the  Street,  Who's  News, 
The  Dow  Jones  Averages,  dividend  news,  markets  (foreign  and  do- 
mestic), and  commodities. 

Then,  too,  each  day's  issue  of  The  Journal  brings  you  a  valuable 
once-a-week  report:  Business  Bulletin,  Tax  Report,  Washington  Wire, 
Labor  Letter,  The  Outlook. 

On  The  Journal's  famous  editorial  page,  you'll  find  Review  and 
Outlook,  Letters  to  the  Editor,  The  Bookshelf,  and  stimulating  movie 
and  theater  reviews. 

So  you  see,  when  it  comes  to  the  news,  you  don't  really  miss  a 
thing  when  you  read  The  Wall  Street  Journal.  Reporting  is  concise  and 
accurate  .  .  .  with  daily  contributions  from  award-winning  writers. 

No  wonder  so  many  successful  businessmen  start  every  business 
day  with  us.  And  they're  able  to  do  so,  regardless  of  where  they  live, 
because  The  Journal  is  printed  in  nine  modern  plants  located  all  across 
the  country. 

The  best  way  to  make  sure  you  get  The  Journal  every  business  day 
is  to  subscribe  now!  Enjoy  75  issues  sent  directly  to  your  home  or 
office  for  only  $10.  If  during  those  15  weeks  you  are  not  satisfied, 
you  may  cancel  your  subscription  and  receive  a  full  refund  on  the 
balance.  But  mail  the  coupon  today. 


njoy  a  head  start  in  business 
every  business  day 

Subscribe  now: 
75  issues  for  only  $10 
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200  Burnett  Road 

Chicopee,  Massachusetts  01021 
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offer.  Please  send  me  The  Wall  Street  Journal  for  15  weeks 
and  bill  me  for  only  $10. 
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Here's  how  Santa  Fe  is  ready 
to  do  the  big  job  for  you 


Take  grain,  potash  and  bulk  commodities  for 
example.  We  added  1,300  new  100-ton  cov- 
ered hopper  cars  this  year,  bringing  our  total 
number  of  these  giant  covered  hoppers  to 
almost  10,000  cars. 

But  these  giant  cars  are  only  a  part  of  Santa 
Fe's  freight  fleet.  We  have  cars  of  all  types,  spe- 


cially designed  to  meet  the  many  specific  re- 
quirements of  shippers— more  than  77,000  in  our 
fleet,  moving  commodities  from  coast-to-coast. 
Let  us  send  you  folders  describing  all  Santa  Fe 
freight  cars.  Just  ask  your  Santa  Fe  Sales  Repre- 
sentative, or  write  Dept.  333,  Santa  Fe  Railway, 
80  E.  Jackson  Blvd.,  Chicago,  Illinois  60604. 


Jail  lei  rC  —  for  total  service 

moving  by  rail,  truck,  air  freight, 
pipeline  and  land  development 


Santa  Fe 


Support  4a  I  MD    a  sound  transportation  plan  to  meet  tomorrows  needs. 


ictured  above  is  the 
lost  tightfisted. thrifty 
an  in  America. 

He  iv  Ralph  Ginzburg,  the  New  York  mag- 
le  publisher.   No   one  holds  on  to   mone> 

re   tenaciously    than   he.    Mr.    Ginzburg   has 
ireer  of  perfecting  and  implementing 

enious  methods  of  making  and  saving  money. 

I  he  has  e\  en  launched  a  publication  de\  oted 
hat  subject.  Its  name  is  Moneysworth. 
Moneysworth   is  more   than  lust  a  manual 

Ralph  Gin/burg's  personal  financial  ploys. 

s  a  brash.  jollv.   authoritative  Kagin  School 

•he   art   and   science   of   shrewd    investment 

1   expenditure.    It   covers  personal    finance, 

estments,  consumer  affairs  (including  prod- 
ratings),    and  just  about    every  other   facet 

monev    management. 
Perhaps  the  best  way  to  describe  Moneys- 

rth  is   to  list  the  kinds  of  articles  it  prints: 


eNew  Japanese  Cars:  A  Rating 
Last.    A    Proven    Method    lor    Beating   the 
ck    Market — How     a    little-known    Govem- 
nt   publication    has    been    used    by    sophisti- 
ed   investors   to    quadruple    their  gain 
.■  past    10  years  (compared  with  gams  of  the 
w-Jones   average).    Fortune    magazine  calls 
8  method  "extraordinarv." 
w    Ralph   Gin/burg   Earns   Interest   ol 
m    a    California    Savings    Bank    (Insured) 

>w  to  Collect  Social  Security  from  Canada 
d   the     United    States    Simultaneously 

e  Third  Most  Expensive  Item  You'll  Ever 
y — It's  your  funeral,  and  Moneysworth  tells 
w  to  minimize  the  grief 

She  or  Isn't  She?—  \  little-known,  reliable  $2 
ail-order  self-test  kit  for  pregnancy  lets  her 
ow  for  sure. 

low  We  Live  on  Less  than  $75  a  Month" 
Interest  on  Your  Checking  Account 
ie  Unshrouded   Facts  About  Life  Insurance 
This  article  may  save  you  hundreds  of  dollars. 

wing  Machines  that  Seam  Fine— Why  Mon- 
sworth  chose  a  S40  model  as  its  best  buy. 

ving    Afloat    without    Getting    Soaked— By 

velist  Sloan  Wilson. 

eeze-Dried  Coffees  Rated  (and  Berated) 

nail  Bite — How  to  get  dentures  from  one  of 
merica's  top  dental  clinics  for  only  $40. 

ater  Beds  Are  Making  a  Big  Splash 
iring  a  Lawyer  to  Avoid  the  Draft 
ow  to  Hold  onto  Your  Auto  Insurance 
ood  Fit  for  King:  Best  Buys  in  Dog  Food 

Blast  at  Aerosol  Cans — How  they  threaten 
Jur  health  and  pick  your  pocketbook. 

roviding  Your  Teenager  with  Contraception 
jhe    Wisdom   of   Maintaining   a   Secret   Swiss 

anking   Account — Half   a   million  Americans 

in't  be  wrong. 

'merica's  25  Best  Free  Colleges — As  rated  by 
,ie  students  themselves. 

ihe  Boom  in  Going  Bust— The  growing  popu- 
j  rity  of  personal  bankruptcy. 

ow  to  Get  a  Divorce  without  a  Lawyer 
ir  Travel  at  50%  Off 
|ki  Areas  without  Steep  Prices 
rug  Combinations  that  Can  Kill  You 


The  World's  100  Best  Free  Catalogs 
Both  a  Borrower  and  Lender  Be — Shrewd  use  of 
your  life  insurance's  little-known  loan  feature. 
How  College  Students  Can  Get  Food  Stamps 

Undetected  Bank  Errors — A  report  on  the  un- 
told millions  of  dollars  lost  each  year  by  consu- 
mers who  fail  to  reconcile  their  monthly  bank 
statements. 

The  Most  Dangerous  Car  of  All 
Tax-Free  Bonds  for  the  Small  Investor 
Franchising:  Perils  of  "Being  Your  Own  Boss" 
Investing  in  Scotch — The  profits  are  staggering. 
A  Consumer's  Guide  to  Prostitution 
Quadraphonic  Hi-Fi:  Great  Innovation  or  Com- 
mercial Hype? 

Wheeling  and  Dealing  for  a  New  Bike — Which 
are  the  best  buys  and  how  to  bargain  for  them. 

The  Painful  Truth  about  Circumcision 

How  to  Contest  a  Bad  Credit  Rating 

Indigestion  Remedies  that  Pass  the  Acid  Test 

— An  evaluation  by  brand  name. 

How  Two  Widows  Nearly  Got  Merrill-Lynched 

Illustrated  Sex  Manuals — A  buying  guide. 

The  Link  Between  Heart  Attack  and  Coffee — A 
suppressed  report  by  a  member  of  the  Presi- 
dent's Commission  on  Heart  Disease. 

The  Spirit  of  '72 — A  report  on  the  new  "light" 
whiskey  that  has  the  industry  in  ferment. 

A  Guide  to  Low-Cost  Legal  Abortion 

Easy-Riding,Motorcycles:  New  Models  Rated 

The  Best  of  the  Good  Book — An  evaluation  of 
currently-available  editions  of  The  Bible. 
Safety    Bug — A    preview    of    the    Volkswagen 
model   being  developed  to  replace  the  easily 
crushed  "Beetle." 


In  sum,  Moneysworth  is  your  own  personal 
consumer  crusader,  trusted  stockbroker,  and 
chancellor  of  the  exchequer— all  in  one.  It  is  a 
bonanza  of  uncanny  financial  intelligence. 

Although  launched  only  a  year  ago,  already 
Moneysworth  has  become  the  most  widely  read 
newsletter  in  the  world  (with  a  circulation  of 
350,000  and  readership  estimated  at  one  million). 

Every  week,  Moneysworth  is  inundated 
with  enthusiastic,  unsolicited  testimonials  like 
the  following  (which  are  completely  authentic): 

•"When  you  wrote  up  Bausch  &  Lomb's 
stock,  I  bought  100  shares  at  44  and  soon 
thereafter  sold  out  for  139V2.  When  you  came 
out  with  James  Dole,  I  bought  500  shares  at  7Vi 
and  nine  days  later  sold  out  for  double.  Net 
profit  on  the  two  transactions:  $12,996.  Let 
me  assure  you  that  I  shall  be  a  Moneysworth 
subscriber  for  life." — Lawrence  C.  Gray; 
Ypsilanti,  Mich. 

•"Thanks  to  the  advice  in  your  article  'In- 
accurate Billing  by  the  Phone  Company,'  my 
own  firm — the  Bayard  Pump  &  Tank  Company 
—has  just  received  a  $1,593  refund." — Armand 
DiRienzo; Bristol,  Pa. 

•"Moneysworth  is  to  be  commended  for 
the  reliability  of  its  merchandise  evaluations.  I 
just  bought  a  Canonet  35mm  rangefinder  cam- 
era— which  you  recommended  as  'First  Rate' 
— and  have  gotten  some  beautiful  shots  with  it. 
Moreover,  thanks  to  Moneysworth's  buying  ad- 
vice I  saved  over  30%  on  its  cost." — Robert  D. 
Goodrich;  Tucson,  Ariz. 

•  "Your  article  'How  to  Fight  a  Traffic 
Ticket'  saved  me  a  $200  lawyer's  fee  and  a 
ticket.  I  did  exactly  as  you  suggested — taking 
pictures  of  the  scene  and  double-checking  the 


statute  book— and  came  out  the  winner  in 
court.  Many,  many  thanks." — W.R.  Wendel; 
Hicksville,  N.  Y. 

•"Thanks  to  your  article  'How  to  Buy  a 
New  Car  for  $125  Above  Dealer's  Cost,'  I  have 
just  purchased  a  Malibu  Sport  Coupe  at  a  saving 
that  I  conservatively  estimate  at  $350." — Ron 
Bromert;  Anita,  Iowa. 

•"I  am  grateful  for  your  tip  on  'Tax  Savings 
for  Teachers' — which  saved  me  the  cost  of  a  tax 
accountant  and  got  me  a  very  high  income  tax 
refund." — Charles  Bryan;  Brooklyn,  N.  Y. 

•"Your  article  on  low-cost,  unadvertised 
trans-Atlantic  air  fares  enabled  me  to  save  $108 
on  a  vacation  to  Ireland.  In  addition,  once  I  was 
there,  I  saved  $64  on  a  car  rental,  thanks  to 
your  advice." — Bernard  Bullon;  Bronx,  N.Y. 

•"I  have  deposited  $12,500  in  a  Mexican 
bank,  as  you  suggested,  and  have  been  receiv- 
ing, every  month  by  airmail,  interest  at  9%.  I 
am  grateful  to  your  excellent  Moneysworth  for 
telling  me  about  this  high  rate  of  interest." 
— Charles  T.  Malburn;  Sarasota,  Fla. 

•  "Due  to  your  information  on  stocks,  I 
have  made  over  $2,200  in  less  than  a  year. 
Yours  is  one  of  the  most  intelligent,  down-to- 
earth,  to-the-point  periodicals  ever  published." 
—Ruth  Pantell;  Yonkers,  N.Y. 

•"Upon  Moneysworth's  advice,  I  asked  the 
phone  company  for  an  itemized  bill.  As  a  re- 
sult, I  discovered  that  for  years  I  had  been 
paying  for  a  nonexistent  extra  line.  Result:  A 
$550  refund.  My  trial  subscription  has  paid  for 
itself  110  times  over!" — George  T.  Petsche; 
Washington,  D.C. 

In  short,  Moneysworth  has  become  an  ab- 
solutely indispensable  financial  mentor  for 
many  of  America's  most  astute  consumers. 

The  staff  of  Moneysworth  consists  of 
several  of  the  most  keenly  analytical  and 
imaginative  minds  in  the  fields  of  financial  and 
consumer  journalism.  At  the  helm,  of  course  is 
Ralph  Ginzburg  himself,  as  editor-in-chief.  The 
managing  editor  of  Moneysworth  is  Paul  A. 
Riedel,  of  the  Whitney  Communications  Cor- 
poration. Its  articles  editor  is  Dorothy  Bates, 
formerly  of  Scientific  American.  Herb  Lubalin, 
the  world's  foremost  graphic  designer,  is  Mon- 
eysworth's art  director.  Augmenting  this  team 
of  hard-nosed,  experienced  editors  are  reporters, 
researchers,  product-testers,  and  consultants 
throughout  the  United  States.  Together,  they 
create  America's  first — and  only — financial 
periodical  with  charisma. 

Moneysworth  is  published  fortnightly.  It  is 
available  by  subscription  only  and  costs  $10 
per  year.  Right  now,  however,  we  are  offering 
Special  Introductory  32-Week  Subscriptions 
for  ONLY  $3.88!  This  is  a  MERE  FRACTION 
of  the  standard  price. 

Moreover,  we  are  so  confident  that  Mon- 
eysworth will  prove  invaluable  to  you  that  we 
are  about  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  the  lips,  techniques,  and  inside 
information  in  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
J5%—or  we  II  refund  your  money  IN  FULL.  In 
other  words,  if  you  now  earn  $10,000  a  year, 
Moneysworth  guarantees  that  it  will  increase 
the  value  of  your  income  by  at  least  $1,500 — or 
you  get  your  money  back.  And,  meanwhile, 
you  will  have  enjoyed  a  subscription  to  Mon- 
eysworth ABSOLUTELY  FREE!  As  you  can 
see,  a  subscription  to  Moneysworth  is  an  abso- 
lutely foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $3.88  to: 
Moneysworth,  110  West  40th  Street,  New 
York,  New  York  1001 8. 

We  urge  you  to  act  at  once.  In  this  case, 
especially,  time  is  money. 


■  ■■■ 


110W.  40TH   ST. 


NEW  YORK  10018 


_  I  enclose  $3.88  for  a  Special  Introductory  _ 
5  32-WeekSubscription  to  Moneysworth,  the  B 
B  shrewd,  audacious  new  fortnightly  on  con-  I 

■  sumer  affairs  and  personal  finance.  I  un-  | 
B  derstand  that  this  is  a  MER.E  FRACTION  . 
_  of  the  standard  $10-per-year  price.  More-  ™ 
?  over,  Moneysworth  guarantees  that  it  will  ■ 

■  increase  the  purchasing  power  of  my  in-  ■ 

■  come  by  at  least  15%  or  I  will  get  my  ■ 
I  money  back  IN  FULL.'! 


■     NAME 

■ 
■ 

■ 
■ 
■ 

■     ADDRESS 

■ 
■ 

■ 
■ 
■ 
■ 
■ 
■ 

|    CITY 

|      £  MONEYSWORTH  1971.  Tn 

STATE 
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The  only  Buffalo 
left  in  Indiana. 


there 


Ask  any 
fourteen  people 
what  they  think 
of  Indiana  and 
thirteen  of 
them  will  say, 
"Indiana?  Oh 
yeah  .  .  . 
hmmmm."  The 
last  guy  will 
ramble  on  for 
hours  about  "the 
great  herds  of  buffalo 
roaming  the  grassy 
plains  somewhere  out 
in  the  vast  wasteland." 

The  time  has 
come  for  us  to  face  the  facts. 
Most  people  don't  know 
what  to  think  about  us.  So, 
starting  now,  we're  going  to 
dispel  the  rumor  that  Buf- 
falo Bill  Cody  is  alive  and 
well  in  Indiana. 

Indiana  lives, 
the  myth  is  broken. 

You  may  find 
that  statement  a  little  hard 
to  swallow,  but  it's  true.  We 
have  the  theatre,  the  opera, 
the  symphony,  and  the  art 
museums  you'll  find  in  New 
York.  We  even  have  the 
beaches,  the  parks,  the  fun, 
and  the  sunshine  you'll  find 
in  California. 

What  we  have 
isn't  nearly  as  important  as 
what  we  don't  have. 

Other  states  will 
tell  you  Indiana  doesn't  have 
everything  they  have.  And 
they're  right.  We  don't  have 
commuters  jammed  on  trains 
for  a  ninety-minute  ride 
home.  We  don't  have  to 
drive   fifty   miles  to  find   a 


park  where  we  won't 

get  mugged.  And  we 

haven't  abolished 


B3 


recess  for 
our  kids  because  the  air  out- 
side is  choked  with  pollution. 
We  think  it's  nice  not  to  have 
these  things.  You  might  say, 
living  in  Indiana  gives  us 
breathing  room. 

Moving  your 
plant  to  Indiana  doesn't 
have  to  be  a  compromise. 

Marvelous,  you 
say.  I'd  like  to  live  where  I 
can  stretch  my  legs  without 
stepping  on  someone's  toes. 
But  I  don't  want  to  go  bank- 
rupt doing  it.  You  don't  have 
to.  Industry  is  thriving  in 
Indiana.  Our  lifestyle  keeps 
people  happy.  Which  means 
they  work  harder,  and  pro- 
duce more.  And,  once  your 
product  is  finished,  you  can 
get  it  to  market  quickly  and 
economically. 

So,  what  are  you 
waiting  for? 

We  don't  believe 
this  ad  alone  will  make  you 
move  to  Indiana,  but  we 
hope  it  has  stirred  up  your 
interest.  We've  got  a  lot  more 
reasons  why  Indiana  is  a  lot 
more  than  you  expected. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3351,  State  House 
Indianapolis,  Indiana  46204 

Indiana 

...a  lot  more  than  you  expected 


READERS  SAY 
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IBM 

Sib:  Your  article  regarding  the  prob- 
lems besetting  IBM  (Forbes,  Sept.  1) 
held  my  attention.  But,  like  a  mystery 
novel  with  a  blah  ending,  you  fizzed  out. 
What  was  Forbes  trying  to  say?  Knelling 
the  doom?  Safely  tossing  out  a  straw  of 
caution?  You  failed  to  provide  a  sign  that 
IBM  could  or  could  not  "make  it." 

—Ralph  Medros 
Cincinnati,  Ohio 

We  were  raising  what  we  regard  as 
relevant  questions;  we  do  not  pretend 
to  hate  the  answers— Ed. 

Sir:  We  were  disappointed  that  our 
views  regarding  IBM  were  not  present- 
ed more  accurately.  To  clarify:  the  $100 
million  revenue  loss  predicted  by  Dan 
Mandresh  and  myself  represented  the  to- 
tal discount  that  we  estimated  would  be 
in  effect  on  peripherals  worldwide  in 
1972,  assuming  all  other  things  remained 
unchanged.  It  is  correct  that  we  did  not 
view  this  projected  rental  reduction  as 
a  positive.  However,  when  it  was  con- 
sidered in  the  context  of  the  major  rele- 
vant factors,  we  regarded  these  changes 
by  IBM  as  representing  prudent  business 
decisions  that  would  benefit  the  company 
longer  term.  Among  the  relevant  fac- 
tors were:  the  July  27th  price  changes 
which  we  estimated  would  ultimately- 
offset  the  revenue  loss,  the  total  poten- 
tial peripheral  revenue  loss  that  might 
occur  were  no  pricing/strategy  actions 
taken,  and  the  marketing  costs  that 
were  being  expended  by  IBM  to  protect 
these  peripheral  revenues  prior  to  the 
new  fixed-term  lease. 

— M.  James  Arachtinci 

Vice  President, 

Auerbach,  Pollak  &  Richardson,  Inc. 

New  York,  NY. 

Mutual  Fund  Issue 

Sir:  As  a  regular  reader  of  Forbes, 
I  always  look  forward  to  your  article  on 
mutual  funds  each  summer.  Your  Aug. 
15,  1971  issue  was  very  informative  re- 
garding funds.  But  you  failed  to  list  the 
beginning  and  ending  dates  for  the  three 
rising  and  the  three  falling  markets 
against  which  you  measured  fund  per- 
formance. 

—James  M.  Kinsman  Jr. 

Fahnestock  &  Co. 

Louisville,  Ky. 

Rising  market  dates:  6/30/62-2/9/66; 
10/7/66-11/29/68;  5/26/70-6/30/71. 
Declining  markets:  12/31/61-6/30/62; 
2/9/66-10/7/66;  11/29/68-5/26/70-Ed. 

Sir:  Forbes,  aren't  you  losing  your 
"cool"  perspective  in  your  fascination 
with  "no-load"  mutual  funds?  You  stub- 
bornly overlook  the  real  contributions 
of  the  independent  dealers  and  regis- 
tered representatives  that  can  sell  any 
of  a  number  of  load  funds.  They  offer 
(Continued  on  page  89) 
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problem-solving 


Commercial  Credit 
Business  Loans 

Specialists  in  developing 
creative  financing  programs. 
Provides  working  capital  to 
manufacturers,  wholesalers 
and  retail  department  -.tores. 
Funds  available  against 
inventories,  accounts 
receivable  and  plant 
and  equipment. 


Commercial  Credit 
Capital  Corp. 

Specialists  in  providing 
venture  capital  to  small 
firms  in  high  growth  areas. 


erican  Credit  Indemnity 

secialists  in  guarding 
king  capital  through 
it  insurance.  Protects 
Hints  receivable  against 
ult  by  major  customers. 
|  in  collection  of  slow 
uirjts.  Assists  in  evaluat- 
credit  worthiness  of  cur- 
and  prospective  c us- 
ers. Encourages  safe 
>  expansion. 


Textile  Banking  Company 

Specialists  in  factoring  — 
a  complete  credit,  collection 
and  accounting  service 
which  frees  money  tied  up 
in  accounts  receivable 
and  protects  against  credit 
losses. 


Key  solutions 
to  business  problems. 


Commercial  Credit 
Equipment  Corp. 

Specialists  in  financing 
and  leasing  programs  for 
farm,  light  industrial  and 
construction  equipment 
dealers  and  their  customers. 
Also  the  leader  in  financing 
and  leasing  of  private  and 
corporate  aircraft. 


McCullagh/CCIC 

Specialists  in  leasing  of 
vehicles  and  financing  and 
leasing  of  business  equip- 
ment. Vehicle  programs 
also  include  fleet  manage- 
ment control,  tire  and  safety 
service  programs.  Equip- 
ment programs  include  the 
leasing  and  financing  of 
computers,  industrial  equip- 
ment, plant  machinery, 
materials  handling  equip- 
ment, electronic  equipment 
and  office  equipment. 


Commercial  Credit- Business  Services 


Director  of  Marketing 

300  St.  Paul  Place  •  Baltimore,  Maryland  21202 
Telephone  Collect:  301-685-7097 
I'd  like  more  details  on  the  following: 

□  business  loans  ]  equipment  leasing  and  financing 

d  factoring  |~ J  aircraft  leasing  and  financing 

3  credit  insurance      (~ J  dealer  financing  programs  for  farm 
Q   vehicle  leasing  and  construction  equipment 

(~ J   venture  capital 


Name. 
Title_ 


Company. 

Address 

City 

State 


-Zip- 


Nobody  produces  more 

low-cost  printing  papers  than  we  do. 

Not  even  the  giants. 


Nowadays,  many  books,  cata- 
logs, directories,  almanacs  are 
printed  only  to  be  reprinted  a  week 
or  a  month  or  a  year  later. 

That's  where  low-cost  printing 
papers  come  in.  And  nobody  pro- 
duces more  of  them  in  more  sizes, 
shapes,  colors  and  weights  than  we 
do.  Great  Northern  Nekoosa. 

You'll  find  our  low-cost  print- 
ing papers  in  retail  catalogs.  In 
paperback  books.  In  telephone  di- 
rectories. Children's  workbooks. 


You'll  find  them  tailored  to 
suit  all  kinds  of  publications.  From 
business  magazines  to  Sunday  sup- 
plements to  soft  cover  books. 

You'll  find  us  coating  these 
low-cost  papers.  Coloring  them. 
And, generally,  makingthem  lighter 
and  more  economical  to  use. 

This  kind  of  leadership  isn't 
unusual  for  GNN. 

We're  also  the  country's  lead- 
ing supplier  of  computer  papers. 
Papers  forofficecopying  machines. 
Business  forms.  A  major  producer 
of  high-grade  business  communi- 
cation, printing  and  publishing 
papers.  And  the  country's  leading 
independent  producer  of  news- 
print v,  id  containerboard. 


When  it  comes  to  making 
paper— especially  low  cost  printing 
paper— we  keep  taking  giant  steps. 

For  more  information,  write 
me  personally:  Peter  S.  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  75  Prospect  St., 
Stamford,  Conn.  06901. 

GREAT 

NORTHERN 

NEKOOSA 

CORPORATION 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  CHINA  VISIT 

When  the  first  real  visible  sign  of  a  thaw  in  the  totally 
Frozen  relations  between  the  U.S.  and  China  showed  up  at 
the  pins;  pong  table,  there  was  considerable  trepidation 
among  some  of  President  Nixon's  top  hands,  trepidation 
that  there  might  be  wide  political  backlash  from  a  con- 
siderable number  of  the  many  Americans  who  hate  and 
fear  Communism  (shades  of  memory  and  conscience  of 
tlu-  witch-hunting  McCarthy  days  > . 

The  near  total  unanimity  of  reliel  and  enthusiasm  pro- 
duced by  the  ping  pong  breach  in  our  China  Wall  com- 
pletely removed  that  lurking  feai  and  fueled  Mr.  Kissin- 
ger's  tup  to  Peking. 

Only  Mr.  Agnew  and  a  relative  handful  of  overwrought 
utter  rightists  with  more  voice  than  voting  influence 
sounded  oft  as  though  the  political  climate  of  20  years 
ago  still  prevailed. 


Nearly  nothing  but  good  has  come  from  the  mere  an- 
nouncement of  the  pending  visit,  ind  nothing  but  good 
can  result  from  it  even  if  few  specifics  of  detente  im- 
mediately result. 

The  rigid  diplomatic  stances  of  too  many  decades  have 
been  knocked  galley-east.  In  restructuring  future  Power 
relationships,  fresh  new  breezes  are  clearing  old  and 
fouled  air.  So  much  international  horse-trading,  black- 
mailing and  juggling  has  gone  on  for  so  long  on  the  premise 
of  the  Absolute  that  China  and  the  U.S.  were,  and  for- 
ever would  be,  unbridgeable  poles  apart,  forever  and  ever 
atomic-ally  hostile. 

If  there  is  to  remain  a  world  to  worry  about,  those  in 
it  with  the  capability  of  destroying  it  must  talk  and  lis- 
ten to  one  another.  We're  at  a  point  where  pushing  but- 
tons will  solve  nothing  and  dissolve  everything. 


TOP 

In  England,  I'm  told,  only  six  of  the  topmost  govern- 
ment ministers  can  designate  documents  Top  Secret. 

In  Washington  literally  no  one  can  count  the  number 
—it's  in  the  thousands— in  virtually  every  government  de- 
partment who  can  and  endlessly  do  classify  the  multi- 
millions  of  pieces  of  paper  that  emanate  and  circulate 
in  the  Capitol.  You're  really  NO  ONE  if  the  most  used  ob- 
jects on  your  desk  aren't  rubber  stamps  reading  Confi- 
dential, Secret,  Top  Secret. 

It's  ludicrous. 

And  is  proving  most  dangerous  to  this  nation's  security. 

The  United  States  depends  for  its  survival  infinitely  more 
on  an  informed  public  than  on  military  might.  Given  the 
knowledge,  the  people  via  the  Congress  and  the  Executive 
will  provide  what's  needed  for  military  hardware. 

Appalling,  isn't  it,  that  according  to  a  Harris  survey, 
71%  no  longer  believe  what  government  officials— includ- 
ing Presidents— tell  them. 

The  remedy  is  as  simple  as  it  is  essential:  Have  Con- 


SECRET 

gress  enact  legislation  providing  that  every  classified  docu- 
ment automatically  be  declassified  after  two  years,  unless 
the  majority  of  an  independent  Board  of  five  concurs  with 
a  Presidential  request  for  continued  classification  on  the  ba- 
sis of  absolute  need  in  the  nation's  best  interest.  The 
Board  should  be  nominated  by  the  President,  subject  to 
Congressional  approval,  with  terms  of  at  least  ten  years 
to  provide  independence  and  accumulated  experience. 

One  retired  Defense  security-classification  expert  told 
Congress  that  of  20  million  secret  documents,  a  minimum 
of  99)4%  could  safely  be  made  public.  Potential  political 
embarrassment  and  the  fun  of  exercising  the  prerogatives 
of  classifying  documents  too  often  keep  the  rubber  stamps 
stamping  needlessly,  endlessly. 

Our  security  is  jeopardized  not  by  what's  leaked,  but 
by  what  is  unleaked. 

In  this  Land,  the  people  ultimately  do  govern.  Without 
the  necessary  information— all  of  it— they  cannot  do  so 
wisely  well. 
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ONE  THING 

American  Motors,  which  by  all  the  rules  should  long 
ago  have  been  broke,  has  come  out  with  an  incredibly 
good  buyer  protection  plan  guaranteeing  in  unmitigated 
language  to  buy  needed  repairs  for  a  full  year  or  12,000 
miles  of  operation,  including  the  loan  of  a  car  should  the 
job  tie  up  the  owner's  overnight.  If  it  doesn't  break  'em, 
it  should  make  'em— big.  . .  . 

Judging  from  the  efforts  of  some  political  sad  sacks  to 
make  an  issue  of  a  modest  White  House  staff  exercise 
room,  you'd  think  the  Administration  was  doing  all  right 
with  all  the  important  national  issues.  A  tiny  expenditure 


AND  ANOTHER 

to  keep  the  President's  Earholders  healthy  strikes  me  as  a 
most  wise  investment. ,  . . 

Westinghouse  and  Tenneco,  two  foresighted  and  nimble 
giants  who  haven't  let  size  and  success  shrink  their  drive, 
are  teaming  up  to  build  desperately  needed  nuclear  pow- 
er plants  offshore.  While  doubtless  some  will  make  waves 
about  the  idea,  they've  come  up  with  the  most  likely  site 
in  sight.  .  .  . 

If  I  were  a  betting  man,  and  the  looming  battle  between 
Polaroid  and  Kodak  for  the  instant  picture  market  is  for 
real  and  not  rigged,  I'd  put  my  chips  on  Kodak. 


YOU  PAY  FOR  EVERYTHING 

Including  even  speaking  your  mind  (with  or  with- 
out one). 

Why  is  it  that  speaking  your  mind  (or  writing  it)  tees 
off  so  vehemently  all  those  who  can't  or  won't  or  don't? 


Recently  a  French  international  oil  company  used  some 
of  France's  surfeit  of  dollars  to  gain  a  toehold  in  our 
gasoline  market. 

Standard  Oil  of  Indiana,  a  bigger  outfit  than  its  name 
and  knowhow  would  indicate,  woke  up  one  day  to  find  that 
22%  of  its  Detroit  gas  stations  were  replacing  the  midwest 


A  WEE  ONE-TWO  BY  THE  FRENCH 

outfit's  pump  emblem  with  the  word  Total,  as  a  bevy  of 


pretty  girls  offered  5  free  gallons  to  the  first-day  customers 
who'd  sign  up  for  the  French  company's  credit  card. 

Soon,  I  hope,  more  American  companies  will  start  show- 
ing similar  enterprise  in  developing  markets  abroad  to 
help  balance  our  trade  imbalance. 


A  TIME  AND 

In  the  University  of  Chicago  hospitals  a  program  to  ease 
the  problems  of  dying  for  the  terminally  ill  and  their 
families  has  been  under  way  for  five  years. 

Instead  of  mutually  faking  false  hope  and  empty  cheeri- 
ness,  the  patient  and  his  family  are  "encouraged  to  break 
the  conspiracy  of  silence"— with  all  sorts  of  good  results, 
including  the  resolution  of  very  practical  matters  and  the 
increase  of  equanimity  in  those  most  intimately  concerned. 

A  Rochester  medical  conference  on  the  problems  of  the 


WAY  TO  DIE 

dying  pointed  out  the  relative  barbarity  of  surrounding  a 
terminally  ill  patient  with  tubes  and  basins  and  parapher- 
nalia and  impersonal  personnel,  while  those  who  most  care 
and  are  most  cared  about  by  the  about-to-be-deceased  are 
cooling  their  heels  somewhere  down  the  hall. 

If  I  should  die  while  I'm  awake,  I'd  much  enjoy  doing 
it  at  home  if  feasible,  or  if  in  the  hospital  with  family 
and  some  privacy  and  without  medical  pretense. 

Wouldn't  you? 


JERSEY'S   GOT 

Nationally,  New  Jersey's  Governor  William  Cahill,  for- 
merly a  longtime  GOP  Congressman,  is  probably  the 
least  known  and  one  of  the  most  effective  chief  executives 
among  the  50. 

His  latest  thumping  whack  at  pollution  is  simple.  It  will 
be  effective— and  the  cost  will  be  borne  by  those  who 
help  cause  the  problem.  Beginning  next  year  every  New 
Jersey  registered  car,  all  of  which  must  pass  annual  safety 

IT  DEPENDS  ON  WHERE  YOU'RE  AT 

Elders  always  lament  change— and  the  young  cannot 
wait  lor  it. 
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A  GOVERNOR 

inspections  at  33  state-run  stations,  will  also  have  to  pass 
a  30-second  exhaust  emissions  test.  It's  estimated  a  third 
of  'em  won't,  and  they'll  have  just  two  weeks  to  correct  the 
fault  or  be  arrested  if  they  continue  to  drive. 

It's  anticipated  a  lot  of  motorists  will  raise  cain.  Yet, 
as  the  project  supervisor  points  out,  the  estimated  $20 
repair  bill  will  result  not  only  in  less  emissions  but  in  bet- 
ter performance,  thus  offsetting  the  cost  in  due  course. 

DEFINITION  OF  PASSE 

Whatever's  the  InThing  by  the  time  you  and  I  hear 
of  it. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


TIME 

INCORPORATED 

August  19,  1971 
Dear  Malcolm: 

I  would  like  to  call  your  attention  to  the  attached  edi- 
torial which  appears  in  this  week's  issue  of  Life.  It  is 
an  unusual  editorial  for  us  to  run  but  we  think  the  cir- 
cumstances that  prompt  it  are  unusual. 

As  the  editorial  indicates,  decisions  are  being  made  that 
could  have  a  disastrous  effect  on  the  publishing  industry 
of  this  country.  I  think  you  will  be  as  concerned  as  I  am 
with  the  implications  of  these  decisions,  not  only  for  the 
publishing  industry  but  for  the  nation  as  a  whole. 

Sincerely  yours, 

Andrew  Heiskell 

Chairman, 

Time  Inc. 

DIS  EDITORIAL 


Forbes  Magazine 

August  22,  1971 
Dear  Andrew: 

I  appreciate  the  copy  of  the  Life  editorial. 
It  is  so  valid  and  the  initial  observation  about  it  being 
"self-serving"  highlights  the  fact  that  national  publications 
of   the   gutsy,   informative   independence   and   impact   of 
Time  and  Life  and  Sports  Illustrated  and  Fortune  truly 
serve  the  best  interests  of  all  Americans. 
I'm  glad  you're  saying  it— and  so  well. 
Could   we   have   permission   to   reprint  it  in  Forbes— 
with  appropriate  credits,  of  course? 

As  ever, 

Malcolm  S.  Forbes 

President, 

Forbes,  Inc. 


A  serious  threat  to  magazines 


We  don't  normally  trouble  readers  with  our  own  prob- 
lems of  publishing  a  magazine.  But  we  are  faced  with 
some  highly  abnormal  circumstances.  The  U.S.  Postal 
Service  has  proposed  an  astounding  142%  increase  in  mail 
fates  for  newspapers  and  magazines  over  the  next  five 
years,  a  proposal  which  quite  literally  threatens  the  sur- 
vival of  much  of  the  publishing  industry.  The  matter  is 
now  being  argued  in  hearings  before  the  Postal  Rate  Com- 
mission. What  follows  is  a  self-interested  statement  of  our 
situation,  which  we  offer  because  we  believe  our  readers 
are  interested  parties  too. 

In  setting  up  the  new  independent  postal  service— a  re- 
form we  applaud— Congress  declared  that  the  movement 
of  mail  should  become  efficient  and  self-supporting.  It  fur- 
ther declared  that  all  users  of  the  postal  service— including 
publishers  who  send  out  copies  of  their  magazines  and 
newspapers  by  second-class  mail— should  as  nearly  as  pos- 


sible pay  the  costs  truly  attributable  to  them,  and  make 
some  contribution  to  overhead  too.  We  concur  in  that  ob- 
jective. But  we  don't  think  the  postal  service  has  made  a 
case  for  raising  second-class  rates  nearly  two  and  a  half 
times— an  increase  in  transportation  costs  that  seems  un- 
precedented for  any  product  in  any  industry. 

For  one  thing,  allocating  costs  among  the  different 
classes  of  mail  isn't  as  simple  as  it  sounds.  The  huge  over- 
head of  operating  and  maintaining  a  postal  system  would 
exist  if  no  publications  went  through  the  mails.  Post  offices 
must  be  kept  open,  fleets  of  vehicles  must  be  kept  op- 
erating, and  mailmen  must  make  their  rounds  even  in  rural 
Wyoming,  simply  to  provide  a  basic  capability  to  deliver 
first-class  mail,  which  dwarfs  newspapers  and  magazines 
in  overall  volume.  While  letters  and  packages  must  be  re- 
peatedly sorted  on  their  way  from  sender  to  receiver, 
many  publishers  do  a  lot  of  this  work  themselves. 


FORBES,   SEPTEMBER    15,    1971 


19 


It's  not  generally  known,  but  we  at  Time  Inc.  have  gone 
to  elaborate  lengths  to  eliminate  sortings  of  Time,  Life, 
Sports  Illustrated  and  Fortune.  Some  98%  of  the  subscrip- 
tion copies  of  Life,  for  example,  are  presorted  by  zip 
code  into  bags  at  our  printing  plants,  and  require  almost 
no  processing  until  they  reach  the  post  office  nearest  the 
subscriber.  We  do  this  to  speed  our  magazines  to  readers, 
but  the  further  effect  is  to  make  the  delivery  much  less 
costly  to  the  postal  system. 

Another  complication  lies  in  the  fact  that  the  postal 
service,  by  its  very  nature,  is  more  than  a  mere  utility 
like  the  electric  or  gas  company.  In  the  law  establishing 
the  new  independent  system,  Congress  declared  that  its 
basic  function  is  to  "bind  the  nation  together  through 
the  personal,  educational,  literary  and  business  correspon- 
dence of  the  people."  The  movement  of  magazines  through 
the  mails,  therefore,  involves  more  than  the  mere  trans- 
portation of  so  many  pieces  of  printed  paper.  Magazines 
bridge  the  great  distances  of  the  American  continent  and 
the  great  ethnic  variety  of  our  people  in  ways  that  news- 
papers, radio  and  television— however  important  each  of 
them  is— do  not.  Not  only  do  magazines  bring  dimensions 
and  perspective  to  major  national  issues  while  they  are 
still  news,  but  they  form  an  important  part  of  the  coun- 
try's educational  system.  There  are  millions  of  Americans 
who  first  discovered  El  Greco,  Keynesian  economics,  ar- 
chaeology, open-heart  surgery,  Norway,  Zen  Buddhism, 
the  Rocky  Mountains  and  the  Soviet  Mediterranean  fleet 
in  the  pages  of  a  magazine. 

This  is  one  of  the  reasons  why,  in  the  law  setting  up 
the  new  postal  system,  Congress  spelled  out  eight  criteria 
for  setting  mail  rates,  of  which  costs  are  only  one.  The 
other  considerations  are  to  include  the  value  of  each  class 
of  mail  to  both  sender  and  recipient,  as  well  as  the  eco- 
nomic effect  of  rate  increases  on  mail  users  and  the  de- 
gree of  preparation  by  senders. 

But  even  if  a  strict  "utility"  approach  is  taken,  the 
arithmetic  of  that  proposed  142%  increase  is  open  to  ques- 
tion. (In  Time  Inc.'s  case,  the  proposed  increase  is  actual- 
ly 176%.)  The  fact  is  that  the  new  postal  system,  despite 
diligent  study,  doesn't  yet  have  enough  detailed  data  on 
the  way  mails  move  to  justify  the  proposed  rates.  Until 
such  data  can  be  collected,  any  change  in  rates  rests  on 
rather  questionable  assumptions. 

Meanwhile,  there's  nothing  at  all  questionable  about 
the  potentially  ruinous  effect  of  the  proposed  increase  on 
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publishers.  Last  year,  the  pretax  earnings  of  all  magazines 
were  probably  about  $50  million,  and  earnings  have  de: 
clined  sharply  in  recent  years  because  of  rising  costs  and 
heavy  competition  from  television  for  advertising  revenues. 
If  the  proposed  increase  were  adopted,  magazines  would 
have  to  find  an  additional  $130  million  to  pay  for  mail 
service  by  1976— more  than  twice  their  1970  profits!  For 
Time  Inc.,  it's  possible  to  be  quite  specific.  Our  four  maga- 
zines earned  $11  million  before  taxes  last  year;  over  the 
next  five  years  the  bill  for  mailing  these  magazines  to  sub- 
scribers would  rise  by  about  $27  million. 

Such  drastic  increases  might  be  tolerable  if  the  pub- 
lishing industry  could  pass  them  on  to  customers  by  rais- 
ing subscription  and  advertising  rates.  The  industry  has 
been  raising  both  in  recent  years,  but  as  the  shrinking 
profit  figures  show,  the  high  rates  haven't  been  sufficient 
to  offset  higher  costs.  The  experience  of  recent  years  also 
shows  that  steep  increases  in  subscription  rates  tend  to 
lead  to  lower  circulation.  Thus,  if  the  entire  postal  rate 
increase  were  passed  on  to  subscribers,  a  chain  reaction 
might  get  under  way  in  which  falling  circulation  would 
lead  to  lower  quality,  thence  to  a  further  drop  in  circula- 
tion, and  so  on.  The  publishing  achievements  that  are 
now  possible  might  become  things  of  the  past.  It  is  no 
great  trick  to  provide  12  beautiful  color  plates  in  a  $17.50 
book  for  10,000  readers.  But  Life,  in  a  recent  issue  that 
cost  subscribers  only  about  120  on  the  average,  was  able 
to  run  21  pages  of  rich  color  on  China  because  it  has 
the  resources  that  go  with  a  circulation  of  seven  million. 

The  postal  service  obviously  needs  more  revenue.  But  it 
should  not  impose  an  increase  that  could  literally  drive 
hundreds  of  marginal  magazines  and  newspapers  out  of 
business  and  lower  the  quality  of  those  that  survive.  On 
the  available  data,  it  appears  to  us  that  a  far  more  mod- 
est rate  increase  of  about  60%  over  five  years— still  very 
stiff  by  any  normal  yardstick— would  cover  all  costs  direct- 
ly related  to  the  carrying  of  second-class  mail  and  in  ad- 
dition would  provide  a  modest  contribution  to  the  postal 
system's  overhead.  We  think  other  classes  of  mail  should 
carry  more  of  the  burden. 

In  turning  over  the  rate-making  function  to  the  new 
postal  seivice  and  the  independent  Postal  Rate  Commis- 
sion, Congress  in  effect  turned  over  an  awesome  power  of 
life  and  death  over  a  segment  of  the  press.  It  would  be 
tragic  if,  in  pursuing  the  worthy  goal  of  self-sufficiency, 
the  postal  seivice  brought  on  an  unintended  catastrophe. 
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Up  to  4  times  more  memory  for  your  money.  It's  that  simple* 


The  new  Litton 

ABS/ 124 1  Electronic 

Accounting  Computet: 


More  memory  than  the  comparable 
Burroughs  machine. 

More  memory  than  the  comparable 
NCR  machine. 

More  memory  than  the  comparable 
Friden  machine. 

So  it's  not  comparable. 

Yes,  it's  happened.  Litton  ABS,  the  ag- 
gressive leader  in  electronic  accounting 
computer  systems  has  introduced  a 
break-through,  more-memory  machine. 
For  the  company  that  doesn't  need  a 
big-cost  computer. 
.  It's  the  Litton  ABS/1 241  -the  most 
powerful  new  accounting  computer  in 
the  ABS/1 200  series.  Its  memory 
capacity  is  2000  totals  after  all  pro- 
gramming.  Which,  combined  with  new 
internal  sorting  capacity,  makes  it  the 
most  advanced  medium-priced  ac- 
counting computer  you  can  buy. 
What  does  2000  totals  mean  to  you7 

2000  totals  after  all  programming 
means:  room  for  your  inventory  status 
reports,  immediate  identification  of 
re-order  points,  back  order  reporting. 

2000  totals  after  all  programming 
means:  room  for  sales  analyses  show- 
ing both  productivity  and  profitability  by 
salesman,  territory,  customer,  product 
and  branch. 

2000  totals  after  all  programming 
means:  room  for  cost  analyses  by  job, 
phase,  work  center  and  employee. 

The  ABS/1 241  more-memory  ability 
makes  these  reports  available  when 


New  Litton  ABS/1241  can  print  35  charac- 
ters a  second.  Fastest  in  its  class. 


4096  words  of  memory  make  it  the  largest 
in  its  class. 


you  need  them.  With  greater  ease, 
greater  speed. 

Just  compare  it  and  you'll  see  the 
new  Litton  ABS/1241  is  the  buy  of  the 
ndustry  in  its  class.  It  was  developed 
to  give  you  more  for  your  money. 

More  memory,  more  speed  which 
adds  up  to  more  through-put.  It's  that 
simple. 

But  don't  just  take  our  word  for  it. 
Compare  Litton  ABS.  Talk  to  your 
accountant. 

For  more  information  please  phone 
Joe  Morrison  at  201  -935-2200  or  your 
own  local  Litton  Office.  Or  mail  us  this 
coupon  right  now. 

By  the  way!  Leasing  or  financing 
available  through  Litton  Industries 
Credit  Corporation. 


LITTON  ABS  LB  * 

automated   business  systems       Litton 


Litton  ABS  F-l 

P.O.  Box  228 

Dept.  AGY-19 

Ru'herford,  New  Jersey  07070 

Please  send  me  information  on  the  new  Litton 
ABS/1241. 

Name 


Title. 


Company. 
Street 


City/State/Zip. 
Telephone- 


Greater  forms   handling   flexibility  gives 
accounting  functions  new  ease. 


COMPARE  LITTON  ABS 


The  new  Xerox  400 


His  reason: 
solid  and  halftone  reproduction. 

The  Sales  Manager  can  rely 
on  the  4000  to  give  as  good  as  it 
receives.  Even  hard-to-copy  charts, 
graphs  and  photographs  come  out 
letter-perfect.  So  the  4000  puts 
more  life  into  presentations  and 
more  sell  into  the  sales  message. 


His  reason: 
push-button  paper  selection. 

In  the  Legal  Department,  they 
submit  that  the  4000  is  an  open- 
and-shut  case  of  convenience.  In- 
stead of  somebody  having  to 
change  the  paper,  the  paper 
changes  itself— from  memo  size  to 
legal  size.  With  push-button  ease. 


His  reason: 
automatic,  two-sided  copy 

Cost -conscious  Accc 
can  count  on  this  unique 
By  combining  two  sheets  j 
onto  one,  it  cuts  up  to 
paper  costs  and  file  spaij 
lowering  mailing  costs.  Aru 
any  other  copier,  the  ne 
4000  does  it  all  automatii 


■ 


*£*OK  CO**0»ATlON.  4000  IS  A  IHADtMHHn  QT   XCKO*  COKPOBATION. 


he  copier  for  all  reasons 


reason: 

less  and  quietness. 

:e  Managers  have  a  warm 
le  4000  because  they  can 
just  about  any  spot.  So  it 
ork  right  where  the  work 
er  reason  for  their  loud 
operates  barely  above 


His  reason: 
clean,  sharp  copies. 

Upper  Management  types 
give  an  executive  nod  to  our  copy 
quality.  And  they  can  expect  these 
results  on  letterheads,  pre-printed 
forms  or  colored  stock.  Because 
the  4000  uses  cut  sheets  of  ordi- 
nary, unsensitized  paper. 


Her  reason: 
copying  speed. 

Gal  Fridays  breathe  a  lot 
easier  when  they  see  how  fast  the 
4000  delivers  a  copy:  in  less  than 
7  seconds.  This  means  she's  back 
at  her  desk  before  new  work  piles 
up  and  up  and... 


Xerox  4000  is  the  first  of  a  new  generation-  of  Xerox 
3.  It  offers  features  not  found  on  any  other  copiers.  Which 
happy  point.  The  Xerox  4000  is  the  one-of-a-kind  con- 
copier  for  all  kinds  of  reasons. 


XEROX, 


helpful 
bank. 

We  can  put  your  Canadian 
plant  in  the  right  place. 


How  do  you  find  a  plant  site  in  a  land 

that's  bigger  than  the  U.S.?  Just  let  the  Royal 

help  you.  With  over  1,200  branches 

from  coast  to  coast  we're  Canada's  leading 

bank  with  specialized  departments,  resources, 

and  experienced  contacts  to  give  you  the 

facts  you  need. 

Why  don't  you  give  us  a  call . . .  and  see  how 

helpful  we  can  be! 


ASSETS  EXCEED 

ELEVEN  BILLION  DOLLARS 

THE  ROYAL  BANK  OF  CANADA 


Royal. 

Canada's 
International 


New  York  Agency,  68  William  St.  10005  (344-1100) 

Also  in  Chicago,  Dallas,  Los  Angeles. 

Head  Office,  Place  Ville  Marie,  Montreal. 

Toronto,  20  King  St.  West. 

O.er  1300  offices  in  Canada  and  around  the  world. 


Bank. 


: 


Forbes 


Wings  for  China? 


■;-'- «. 


One  very  concrete  result  from  President  Nixon's  forthcoming  visit  to  Red 
China  could  be  thousands  of  new  jobs  in  Seattle,  Burbank  and  Long  Beach. 

The  conventional  wisdom  about 
President  Nixon's  forthcoming  trip  to 
the  People's  Republic  of  China  is: 
It's  a  move  for  world  peace  but  won't 
mean  much  for  trade,  not  for  many 
years. 

The  conventional  wisdom  may  well 
be  dead  wrong,  at  least  the  second 
part  of  it.  Some  very  smart  people 
are  convinced  that  Communist  China 
wants  huge  numbers  of  American 
commercial  transport  airplanes.  A 
sizable  Dumber  now,  more  later. 

Graham  Metson,  chief  economic 
officer  for  the  State  Department's 
Communist  China  disk  told  FORBES 
he  is  "'fairly  certain  the  Chinese  want 
new  aircraft  and  the  services  that  go 
with  them— not  old  surplus  castoffs." 
A  straw  in  the  wind  is  the  recent 
SoO-inillion  Red  China  purchase  of 
si\  British  Trident  jets. 

It  makes  sense  that  the  Red  Chinese 
need  big  planes.  As  the  (Chinese  re- 
enter the  family  oi  nations,  they  will 
want  to  be  represented  1>\  their  own 
international  airline.  Assuming  that 
the  supersonic  French-English  Con- 
corde and  tin  Russian  (lyushin-62  are 
little  more  than  a  fringe  luxury,  the 
Chinese  really  have  only  one  place 
to  tum  to  tor  large  numbers  ot  planes, 
equipment,  parts  and  training:  the 
U.S.  After  the  experience  of  the  Six 
ties,  they  will  never  again  want  to 
depend  on  the  Russians— even  it  the 
Russians  could  supply  the  quantity 
and  the  quality  the  Chinese  need. 

"At  present,  Chinese  international 
service  extends  only  to  a  few  cities 
in  Soviet  Asia,  North  Korea,  North 
Vietnam,  Burma,  Mandalay  and  Ran- 
goon. Nixon  aide  Henry  Kissinger  re- 
portedly had  to  make  his  dramatic 
flight  to  Peking  via  PIA,  the  Paki- 
stani airline. 

The  first  step  in  expansion  would 
probably  be  to  other  socialist  states, 
Yugoslavia,  Cuba,  Chile.  Later,  of 
course,  the  Chinese  would  want  to 
go  entirely  international. 

But  international  flights  are  per- 
haps the  smallest  part  of  it.  "China's 
internal  transportation  is  primitive," 
points  out  Benjamin  Weiner,  a  for- 
mer foreign  service  officer  who  is  now 
in  the  China  trade  game.  "They  im- 


In  Some  Ways,  Red  China  is  already  a  great  power.  But  in  such 
industrial  basics  as  transportation  it  is  still  barefoot  and  backward. 


port  wheat  from  Canada  partly  be- 
cause it'is  cheaper  to  supply  its  coast- 
al cities  from  there  than  to  haul  it 
from  China's  own  northern  provinces 
on  the  creaking  railroads." 

A  comparison  shows  just  how  press- 
ing China's  internal  transportation 
problems  are.  With  slightly  more  land 
area  than  the  U.S.  and  nearly  four 
times  the  population,  China  has  only 
125,000  miles  of  surfaced  roads  to 
our  2.9  million  miles;  its  351,000  mo- 
tor vehicles  compare  with  104  mil- 
lion in  America,  and  China's  railroads 
cover  only  22,500  miles  of  track  com- 
pared with  208,000  miles  in  the  U.S. 
The  Peking  government  has  been  try- 
ing urgently  for  years  to  bring  the  in- 
land farmer  closer  to  the  factory 
worker  in  the  coastal  cities.  It  would 
take  generations  to  build  enough  rail- 
ways to  do  the  job.  Road  building? 
China  would  have  to  develop  huge 
machine  tools,  and  truck  and  con- 
struction equipment  industries  before 
a  network  of  roads  would  do  any 
good.  But  most  of  what  they  need  for 


an  airlines  system  can  be  had  for 
fairly  fast  delivery,  and  building  air- 
ports is  easier  than  road  building. 

At  present,  the  state  of  the  Chi- 
nese aviation  industry  is  primitive. 
A  U.S.  Transportation  Department 
spokesman  described  China's  present 
civilian  air  transport  as  "mainly  a  few 
old  Trident  1-Es  bought  from  Paki- 
stan earlier  this  year,  four  aging  Vick- 
ers  Viscounts  and  a  mixture  of  Rus- 
sian-built or  Chinese  versions  of  short- 
range  aircraft." 

Assuming  we  would  sell  the  planes, 
where's  the  money  coming  from? 
One  hundred  standard-sized  com- 
mercial jets  and  spares  would  cost 
well  over  $1  billion,  but  Red  China's 
total  trade  surplus  is  only  $250  mil- 
lion out  of  some  $2  billion  in  exports. 
Would  the  U.S.  grant  credits?  If 
enough  jobs  were  involved,  it  might 
be  an  eventual  possibility  if  China 
were  to  prove  a  dependable  and  rea- 
sonable trading  partner.  More  im- 
mediately, however,  according  to 
businessman  Weiner,  Red  China  could 
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The    Red    Chinese    are    buying   Hawker-Siddeley   Tridents    (below)    but 
few  doubt  they  would  prefer  American  craft  like  the  Boeing  727  (above). 


dip  into  its  gold  reserves.  "There's  no 
telling  how  much  gold  they  have,"  he 
says,  pointing  out  that  airplanes 
would  be  a  sound  investment.  An  in- 
ternational airline  could  earn  foreign 
exchange  for  China;  a  better  domes- 
tic transportation  network  would  bring 
down  the  costs  of  Red  Chinese  indus- 
try and  improve  its  export  potential. 
Significantly,  the  Chinese  paid  mostly 
cash  for  the  British  jets. 

A  good  many  smart  observers, 
however,  do  not  take  the  British  deal 
especially  seriously.  They  doubt 
whether  the  British  industry  could 
provide  the  quantity  and  types  of 
planes  the  Chinese  want.  For  one 
thing,  the  Hawker-Siddeley  Tridents 
are  relatively  limited  planes,  carrying 
149  passengers  and  having  a  range  of 
only  2,300  miles.  These  observers 
suspect  the  British  orders  may  be  a 
not-so-gentle  Oriental  way  of  putting 
pressure  on  the  U.S. 

What  is  the  U.S.  attitude  going  to 
be  toward  aircraft  sales  to  Red  China? 
The  official  word  is:  1)  We  know 
nothing  about  it  and  2)  President 
Nixon  hasn't  gone  to  China  yet,  so 
such  talk  is  premature. 

There  are  plenty  of  signs,  however, 


that  things  are  considerably  more  ad- 
vanced than  that.  James  Ryan,  an  ex- 
World  War  II  flyer  in  the  Burma-Chi- 
na theater,  who  shuttles  between  New 
York  and  West  Germany,  is  one  of 
those  men  who  operates  in  the  shad- 
owy world  where  international  trade 
meets  currency  and  trade  restrictions. 
Ryan  claims  that  he  has  contacted 
the  Chinese  Reds  and  that  they  are 
right  now  in  the  market  for  165  new 
jet  aircraft,  and  potentially  much 
more  later. 

"The  British,"  says  Ryan,  "can  go 
with  their  export  licenses  and  credit 
agreements  already  in  hand  while  an 
American  is  told  by  his  Government 
to  get  the  deal  and  then  come  back. 
The  Chinese  aren't  going  to  fall  for  a 
deal  like  that.  There's  pride  involved 
and  political  wariness. 

"What's  frustrating  is  that  the  Chi- 
nese don't  have  much  faith  in  the 
British  planes  and  would  prefer  ours. 
But  they  want  new  planes,  not  used 
ones,  and  our  Government  keeps  tell- 
ing us:  Get  rid  of  the  surplus  used 
707s  first." 

Ryan  has  an  obvious  interest  in 
promoting  a  deal.  But  much  of  what 
he    says    is    confirmed    by    the    State 


Potentially  a  great  air  center,  Shanghai  now  gets  little  traffic. 


jamwr  m^3k 


Department's  Metson  who  concedes: 
"Ryan  has  a  pretty  good  line  on  what 
the  Chinese  want  and  we  have  been 
pretty  conservative.  .  .  . 

"You  have  to  understand  that  the 
Defense  Department  is  very  sensitive 
about  the  plane  issue.  The  strategic 
issue:  bombing  us  with  our  own 
planes,  using  our  radar. 

"But  that  is  changing,  and  I  frank- 
ly believe  that  if  a  passenger  plane 
'deal  came  to  us  we  could  clear  it  in 
six  weeks  or  less." 

How  do  the  big  aircraft  companies 
feel?  The  three  major  plane  makers 
all  confirm  that  they  have  tried  or 
are  trying  to  make  contact  with  the 
Red  Chinese  through  Eastern  Europe 
or  Tokyo.  But  each  complains,  with 
varying  degrees  of  heat,  about  the 
Government's  attitude— or  lack  of  it. 

Howard  Maginniss,  a  McDonnell 
Douglas  representative  in  Washington 
said  his  company  "has  explored  the 
possibility,  but  we  were  told  by  the 
Government  that  each  [sales]  activi- 
ty would  be  treated  as  a  separate 
case,  so  I  don't  know  what  we  will 
do  for  a  while."  A  Lockheed  spokes- 
man told  Forbes,  "I  have  been  told 
not  to  deny  that  we  are  in  the  ball- 
game."  Boeing,  however,  seems  to  be 
the  most  active  of  the  three  in  pursuit 
of  the  Communist  market. 

Aside  from  confirming  that  it  is 
negotiating  with  Romania  for  the  sale 
of  two  to  four  aircraft,  Boeing  spokes- 
men avoid  comment  on  the  China 
question.  But  Senator  Abraham  Ribi- 
coff  (Dem.,  Conn.)  ran  into  a  Boe- 
ing delegation  on  a  tour  of  Romania 
this  summer  and  reported  to  the  Sen- 
ate Commerce  Committee  that  a  suc- 
cessful Romanian  sale  "could  provide 
an  avenue  for  entrance  to  mainland 
China   for   American   airplane   sales." 

The  initial  response  to  planes  to 
China  in  Congress  has  been  cool.  Most 
lawmakers  have  taken  a  wait-and- 
see  stance,  fearing  the  security-risk 
issue  with  a  major  election  campaign 
coming  up. 

Nevertheless,  on  the  defense  issue 
the  Pentagon  has  a  stake  in  keeping 
the  U.S.  aerospace  industry  healthy] 
Big  Chinese  orders,  even  if  partly  fi- 
nanced by  the  U.S.  Government, 
would  probably  be  highly  popular  in 
aircraft  manufacturing  towns  like 
Seattle  and  Burbank,  where  tens  of 
thousands  of  workers  are  on  the  street. 
Even  a  military  hawk  like  Senator 
Henry  Jackson  (Deni..  Wash.)  might 
find  himself  putting  jobs  ahead  of 
generals. 

At  stake  is  the  world's  last  great 
untapped  aircraft  market,  as  well  as 
an  opportunity  for  Americans  and 
Chinese  to  meet  on  a  pilot-to-pilot, 
expert-to-expert,  businessman-to-bu- 
reaucrat  basis.  ■ 
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Breaking  Ranks 


You  might  have  expected  it  of  the  Germans  or  the  Japanese.  But  an  American  company? 


Nobody  could  have  predicted  it  even 
six  months  ago.  but  in  the  weeks 
since  President  Salvador  Allende 
expropriated  the  Chilean  copper  in- 
dustry, it  has  begun  to  look  as  it  at 
least  one  big  winner  may  turn  out  to 
be  a  U.S.  company:  New  York's  8188- 
million-assets  Cerro  Corp.  An  old 
hand  in  neighboring  Peru  where  it 
controls  the  big  Cerro  de  Pasco  mines, 
Cerro  ranks  as  a  newcomer  in  the 
Chilean  mining  industry.  Four  years 
it  joined  the  Chilean  govern- 
ment in  developing  the  big  Rio  Blanco 
copper  mine,  but  the  property  had 
barely  got  into  production  last  spring 
vhen  the  Chilean  government  nation- 
alized Cerro's  70'?  interest. 


and  irritation,  what  they  consider  a 
growing  love  affair  between  President 
Allende  and  C.  Gordon  Murphy,  pres- 
ident of  Cerro.  Like  Cerro,  they  were 
promised  eventual  compensation  when 
the  Chilean  government  took  over. 
But  they've  heard  no  talk  of  money 
since  for  the  in. 

There  is  no  question,  however,  that 
the  Cerro  rumor  makes  good  sense. 
The  Chilean  government  after  all  can 
rationalize  that  Anaconda  and  Ken- 
necott  have  been  exploiting  Chile  for 
decades  and  have  already  adequately 
compensated  themselves.  Cerro,  how- 
ever, never  had  the  opportunity  to  do 
any  exploitation:  The  government 
took  over  the  mine  before  it  had  the 


the  exclusive  purchasing  agent,  for 
the  Chilean  agency  running  the  mines. 
This  agency  expects  to  spend  $50  mil- 
lion a  year  in  the  U.S.  for  replace- 
ment parts  and  chemicals  alone. 

Three:  A  clause  in  this  contract 
provides  that,  if  the  Chilean  govern- 
ment feels  that  it  needs  any  techni- 
cal assistance  in  operating  any  of  the 
expropriated  mines,  it  will  be  free  to 
call  on  Cerro.  The  terms  under  which 
Cerro  supplies  the  assistance  will  then 
be  negotiated.  "We  may  not  ask  for 
help  from  Cerro,"  said  Alvarado,  "but 
under  the  contract  we  can." 

"Some  people,"  sneered  one  copper 
executive  early  this  month,  "will  do 
anything  for  money." 


Paradise  Lost?  When  Chile's  miners  first  gathered  to       er's  paradise  seemed  at  hand.  Since  then,  strikes  have 
hear  Allende's  plan  to  nationalize  the  mines,  the  work-       mounted,  technicians  have  fled  and  production  is  down. 


Even  so,  probably  the  most  wide- 
spread unconfirmed  rumor  in  the  cop- 
1  per   industry  today   is   that   President 
J  Allende  has  tentatively  agreed  to  pay 
Cerro   exactly    what   it    put    into    de- 
veloping the  mine— $33  million,   plus 
;  S3  million  in  interest.  The  deal  would 
|  in  fact  already  have  been  announced, 
i  but  for  the  internal  pressures  of  Chil- 
Jean  politics.  Hugo  Alvarado,  head  of 
the    purchasing    department    of    the 
Chilean    government    corporation    or- 
ganized to  run  the  expropriated  mines, 
,  professes  to  know  nothing  about   it. 
i  All  one  top  Cerro  official  will  say  is, 
]  "You  know   how   delicate   the   politi- 
j  cal  situation  in  Chile  is." 

Anaconda  and  Kennecott,  whose 
|  mines  in  Chile  were  also  confiscated, 
1  have  been  watching,  with  bafflement 


chance.  And  Chile  could  not  readily 
repudiate  that  investment  without  de- 
stroying its  credibility  with  the  world's 
money  lenders. 

Even  more  important— and  lending 
credence  to  the  rumors— Alvarado 
had  no  hesitation  in  conceding  the 
Chilean  government  has  developed  a 
special  relationship  with  Cerro. 

One:  Chile  has  agreed  to  let  Cerro 
help  in  the  management  of  the  Rio 
Blanco  mine.  Four  Cerro  technicians 
are  currently  stationed  there.  "This 
mine  presents  certain  technical  prob- 
lems that  we're  not  equipped  to  deal 
with,"  Alvarado  explained. 

Two:  Chile  has  signed  a  contract 
with  Cerro  Sales,  a  subsidiary  of  Cer- 
ro, under  which  Cerro  Sales  will  act 
as   a   purchasing   agent,    though    not 


But  in  a  way,  Cerro  had  little 
choice.  It  is  in  a  markedly  different 
position  from  its  larger  colleagues  in 
Chile.  Strip  Anaconda  of  its  Chil- 
ean mines,  and  it  still  has  its  not  in- 
considerable North  American  mining 
and  manufacturing  operations  to  fall 
back  on.  But  strip  Cerro  of  its  Peru- 
vian holdings— and  Peru  is  no  less  ex- 
propriation-minded than  Chile— and 
all  that  remains  is  a  cyclical  fabricat- 
ing subsidiary,  a  money-losing  cement 
operation,  a  smallish  California  real 
estate  operation  and  a  mail  order 
marketing  subsidiary. 

An  empty  stomach— or  an  empty 
treasuiy— makes  a  big  difference.  Per- 
haps Anaconda  and  Kennecott  can  af- 
ford to  act  in  high  moral  dudgeon; 
it's  doubtful  whether  Cerro  can.   ■ 
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How  the  Japanese  Blitzed  the  California  Auto  Market 

A  chilling  foretaste  of  what  can  happen  elsewhere  unless  U.S.  industry  becomes  more  competitive. 


Don't  underestimate  the  Japanese 
automakers  or  overestimate  the  po- 
tency of  President  Nixon's  pro-Detroit 
policy.  Right  now  the  Japanese  are 
selling  more  cars  in  Southern  Califor- 
nia than  either  Ford  or  Chevrolet. 
The  biggest-selling  U.S.  car  in  the 
six-county  Los  Angeles  marketing 
area  is  the  Ford.  In  June,  the  last 
month  for  which  hard  figures  are 
available,  4,301  Fords  were  sold  there, 
giving  the  company  a  market  share  of 
17.47%.  In  that  same  month  4,299 
Toyota,  Datsun,  Honda  and  Colt 
(which  is  distributed  by  Chrysler) 
cars  were  sold,  only  two  less,  giving 
the  Japanese  the  same  market  share, 
17.47%.  Wait.  These  figures  do  not  in- 
clude sales  of  the  Mazda,  the  latest 
Japanese  car,  the  one  with  the  rotary 
engine.  It  has  just  been  introduced, 
and  no  one  has  exact  figures  on  the 
sales,  but  Virginia  Ball,  West  Coast 
editor  of  Automotive  News,  the  au- 
thoritative paper  of  the  industry,  says, 
"It  took  off  like  a  billy  goat."  Throw 
in  the  Mazda  and  you  come  up  with  a 
chilling  fact:  The  Japanese  are  No. 
One  in  the  Southern  California  auto- 
mobile market. 

Here  are  some  more  figures  to  chill 
you.  They  were  compiled  by  Motor 
Registration  News  of  California  and 
published  by  Automotive  Age.  They 
are  for  11  Southern  California  coun- 
ties, the  most  populous  counties. 

•  Between  1970  and  1971,  Ford's 
share  of  the  market  has  remained  al- 
most unchanged. 

•  Chevrolet's  has  gone  up  7%. 

•  Plymouth's  share  of  the  market 
has  dropped  by  9.9%. 

•  Total  Japanese  market  share  has 
risen  68.6%. 


What  is  especially  chilling— or  im- 
pressive if  you  want  to  be  neutral 
about  it— is  the  methodical  way  the 
Japanese  achieved  it.  The  Japanese 
auto  industry  is  a  young  industry.  It 
was  a  nothing  industry  until  1951, 
and  not  until  1961  did  the  Japanese 
even  dream  of  invading  the  U.S.  mar- 
ket. When  they  did,  they  chose  to 
make  Southern  California  their 
beachhead.  For  an  obvious  reason: 
proximity.  Then  they  started  estab- 
lishing themselves  on  the  East  Coast. 
Now,  they're  closing  in  from  the  East 
and  the  West  on  the  Midwest.  They 
haven't  yet  made  the  same  market 
penetration  in  the  rest  of  the  country 
as  they've  made  in  Southern  Califor- 
nia, but,  considering  what  they've 
done  in  Southern  California  in  just  a 
few  years,  who  can  say  the  Japa- 
nese won't? 

This  Means  Jobs 

At  present,  imports  account  for 
16.2%  of  all  the  cars  sold  in  the  U.S., 
but  in  Southern  California  the  figure 
is  over  35%.  As  Henry  Ford  II  has 
observed,  "For  every  1%  of  import  pen- 
etration, there  are  2i),000  fewer  jobs 
available  in  the  U.S."  If  Ford  is  cor- 
rect, more  than  30l),000  jobs  have  al- 
ready been  lost. 

Will  Nixon's  policy  be  enough  to 
check  the  Japanese  invasion?  No. 
Sales  of  Japanese  cars  are  almost  cer- 
tain to  reach  6J0,000  this  year,  more 
than  $1  billion  worth,  and,  despite 
Mr.  Nixon,  the  likelihood  is  that  sales 
will  rise  again  next  year.  Only  Volks- 
wagen now  sells  more  cars  in  the  U.S. 
than  Japan,  and  the  Japanese  are 
steadily  cutting  into  VW's  lead.  Last 
year   the   relative   score  between   the 


Japanese  cars  and  VW  was  3.5%  to 
6.8%.  This  year,  the  probable  score 
will  be  6%  and  6%.  In  Southern  Cali- 
fornia this  year  VW's  share  of  market 
has  dropped  from  11.2%  to  9.5%. 

The  irony  of  the  situation  is  this: 
The  U.S.  created  the  Japanese  auto 
industry.  Were  it  not  for  Korea,  there 
might  never  have  been  a  Japanese 
auto  industry. 

Japan  had  no  auto  industry  to  speak 
of  after  World  War  II.  The  entire 
production  of  passenger  cars  from 
V-J  Day  through  1950  was  12,000 
units.  In  those  years,  the  U.S.  oc- 
cupied Japan,  and  practically  all  the 
cars  Japan  needed  came  from  the  U.S. 
There  were  strong  voices  in  Japan 
that  argued  against  creating  an  auto 
industry,  strongest  among  them,  the 
Bank  of  Japan.  For  one  thing,  the 
country  didn't  have  the  knowhow;  be- 
fore World  War  II  it  had  concen- 
trated, for  obvious  military  reasons, 
on  the  production  of  trucks.  Again, 
Japan  had  a  terrible  shortage  of  capi- 
tal. The  Bank  of  Japan  argued  that 
priority  should  be  given  to  industries 
like  steel  and  chemicals.  Automobiles 
could  be  imported.  And  why  not? 
argued  the  Bank  of  Japan. 

The  Ministry  of  Trade  &  Industry 
took  an  opposite  view,  and  the  de- 
bate raged  for  years— it  might  have 
raged  on  except  for  Korea.  The  United 
Nations  forces  in  Korea  needed  vehi- 
cles, and  Japan  was  only  about  two 
hours  away  by  air.  Seeing  this  mar- 
ket, the  Bank  of  Japan  in  1951  made 
an  about-face,  for  the  market  was 
clearly  a  source  of  foreign  exchange. 
The  bank  decided  to  pour  money  into 
the  Japanese  automobile  industry. 

Japan   has   always   been   a   society 


Osaka?  No.  Newark,  N.J.  Having  blitzed  the  West  Coast   market,   Japanese    automakers   are   moving   in   on   the   East. 


where  industry,  labor,  government 
and  the  banks  work  hand  in  hand. 
Once  the  Bank  of  Japan  agreed  with 
the  Ministry  of  Trade  &  Industry  that 
Japan  should  have  an  auto  indus- 
try, severe  restrictions  were  put  on 
imports  of  cars  and  even  on  imports 
of  components.  At  the  same  time,  since 
the  Japanese  lacked  knowhow  in  the 
manufacture  of  automobiles,  the  gov- 
ernment made  arrangements  to  im- 
port foreign  technology.  It  also  made 
arrangements  to  finance  the  nation's 
auto  industry. 

Unlike  Americans,  the  Japanese 
ha\e  never  believed  that  if  every  man 
is  left  to  his  own  devices  the  best 
will  happen  in  the  best  of  all  possible 
worlds.  The  Japanese  believe  in 
working  together.  And  the  very  idea 
of  antitrust  is  positively  unpatriotic 
to  them.  This,  basically,  is  the  prob- 
lem that  Detroit  has  been  facing  and 
will  continue  to  face. 

Detroit's  problem  was  compounded 
by  the  fact  that  it  somehow  failed  to 
recognize  how  determined  the  Japa- 
nese can  \ye  once  they  decide  on  a 
course  of  action.  At  least  one  U.S. 
auto  company  was  offered  the  oppor- 
tunity to  participate  in  producing  au- 
tomobiles in  Japan.  Detroit's  reaction 
was  a  sneer.  As  late  as  1961  Japan 
was  exporting  a  mere  11,500  passen- 
ger cars  to  the  entire  world.  By  com- 
parison, Volkswagen  was  selling 
177.308  cars  in  the  U.S.  alone. 

Despite  all  the  protection  and  sup- 
port the  government  gave  them,  the 
Japanese  auto  companies  did  not  have 
an  easy  time  at  first.  For  one  thing, 
there  were  simply  too  many  compa- 
nies. In  1966  a  process  of  consolida- 
tion started  with  the  merger  of  Nis- 
san  and  Prince.  Antitrust?  The  mer- 
gers were  encouraged  by  the  Minis- 
try of  Trade  &  Industry  and  the  banks. 
They  resulted  in  fewer  but  stronger 
companies,  with  Toyota  in  a  position 
as  commanding  as  that  of  General 
Motors  in  the  U.S. 

The  growth  of  the  Japanese  auto 
industry,  protected  and  nurtured  by 
the  government,  is  what  gave  it  the 
economy  of  scale  to  move  into  the 
U.S.  market.  Actually,  they  made  the 
move  too  soon— in  the  late  Fifties, 
when  Japanese  products  still  had  a 
miserable  image.  ("Did  you  know," 
the  saying  went,  "that  if  you  opened 
the  hood  of  a  Datsun  you'd  discover 
it  was  made  of  bamboo?") 

It's  a  Tank,  It's  a  Bomb 

Toyota  introduced  a  compact,  the 
Toyopet,  that  was  built  like  a  truck, 
resembled  a  tank  and  could  go  only 
55  miles  an  hour.  It  was  a  joke.  James 
McGraw,  who  is  now  national  sales 
manager  for  Toyota  Motor  Distrib- 
utors, Inc.,  says:  "When  I  took  over 
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this  job  in  1961  I  told  them  to  'take 
your  little  cars  and  go  home.'  "  They 
did.  They  just  left  the  U.S.  market- 
but  only  for  four  years. 

Toyota's  management  had  retreat- 
ed only  to  rethink.  They  analyzed 
Volkswagen's  success  in  the  U.S.  In 
effect,  they  psychoanalyzed  the  U.S. 
consumer.  Detroit  for  decades  had 
been  selling  cars  on  the  assumption 
that  what  the  U.S.  consumer  wanted 
was  a  status  symbol,  a  sex  symbol.  And 
Detroit  had  always  been  right— but. 

What  the  Japanese  discovered  was 
that  American  tastes  had  changed. 
The  automobile  no  longer  was  a  sta- 
tus symbol  or  a  sex  symbol;  it  had  be- 
come too  much  of  a  commonplace  to 
serve  as  either.  To  the  average  Amer- 
ican, it  was  now  primarily  a  means  of 
transportation. 

The  Japanese  concluded  that 
Americans  liked  the  basics  U.S.  cars 
had  to  offer:  leg  room,  ease  of  driv- 
ing, smoothness  in  driving.  They  de- 
cided that  Americans  also  wanted 
something  else:  ease  in  parking,  econ- 


Another  Victim?  Having  cut 
deeply  into  U.S.  auto  sales,  the 
Japanese  are  increasingly 
threatening  Germany's  Beetle. 


omy  in  driving,  economy  in  getting 
repairs,  durability.  So  Toyota  and  Nis- 
san designed  cars  that  are  essentially 
American  cars,  only  more  compact, 
more  economical  to  drive  and  more 
economical  to  repair. 

Both  Toyota  and  Nissan  realized  that 
Volkswagen  had  been  a  success  in 
the  U.S.  because  VW  created  a  ser- 
vice organization  that  buyers  of  the 
VW  could  depend  upon.  As  McGraw 
puts  it,  "You  can  sell  the  first  car,  but 
parts  and  service  sell  the  second.  If 
you  don't  sell  the  second,  you  lose." 
So  they  carefully  set  about  building 
up  a  parts  and  service  organization. 

Coming  from  the  kind  of  society 
they  do,  the  Japanese  do  not  have  to 
be  told  that  there  are  areas  where 
politics  and  economics  merge.  Toyota 
has  five  independent  distributors  in 
the  U.S.— Americans  and  men  with 
clout,  including  political  clout.  They 
are  men  like  Fred  R.  Weisman,  for- 
mer president  of  Hunt  Foods  and 
brother-in-law  of  tycoon  Norton  Si- 
mon of  Hunt  Foods,  who  ran  for  the 
Republican  nomination  for  U.S.  Sen- 
ator in  California.  On  Weisman's 
board  of  directors  of  Mid-Atlantic 
Toyota  Distributors,  Inc.,  is  former 
Democratic  Governor  Pat  Brc  m  of 
California.  A  former  chairman  of  Mid- 
Atlantic  is  David  Mahoney,  who  re- 
signed when  Mr.  Nixon  made  him 
chairman  of  the  committee  to  arrange 
for  the  celebration  of  the  bicentennial 
of  the  Declaration  of  Independence, 
which  Mr.  Nixon  hopes  to  preside  over. 

Toyota  also  gives  its  dealers  a  good 
deal.  And  so,  for  that  matter,  does 
Datsun.  Toyota  dealers  will  average 
360  new  car  sales  this  year.  On  each, 
he  makes  a  net  profit  of  $181  a  car. 
That,  says  McGraw,  is  just  about  as 
much  as  a  Chevrolet  dealer  grosses. 
The  reason  is  that  Toyotas  rarely  sell 
below  list  price,  whereas  dealers  for 
most  American  cars  have  to  make  all 
kinds  of  deals  to  make  sales. 

Here  To  Stay 

Let's  face  it:  The  Japanese  are  en- 
trenched. In  July  Toyota  sold  29,254 
cars  in  the  U.S.,  an  increase  of  84% 
from  July  1970.  Despite  Mr.  Nixon's 
new  economic  policy,  Iwao  Kodaira, 
who  runs  Toyota,  U.S.A.,  is  positive 
Toyota  will  sell  300,000  cars  in  the 
U.S.  this  year,  up  from  208,000  in 
1970,  an  increase  of  41%.  For  1972  he 
expects  to  sell  tens  of  thousands  more. 
Mr.  Nixon's  program  will  raise  the 
price  of  a  Japanese  car  by  3%  to  4%, 
from  $63  to  $153.  Average  that  over 
36  months,  what  does  it  amount  to? 

Southern  California  today.  The  U.S. 
tomorrow?  Only  a  miracle  can  stop 
the  trend  from  spreading.  It  begins  to 
look  as  though  Detroit  has  suffered 
an  economic  Pearl  Harbor.  ■ 
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The  Gilt-Edged  Profession 

Never  have  the  lawyers  at  the  top  of  the  profession  had  it  so  good— better  in 
many  ways  than  doctors  or  corporation  executives.  Why?  Everything  that  hap- 
pens in  the  society  and  in  the  economy  just  seems  to  make  more  work  for  them. 


In  a  SENSE,we  are  living  in  a  lawyer's 
society.  Lawyers  dominate  American 
politics  and  increasingly  are  rising  to 
the  top  spots  in  American  business. 
Economically,  too,  the  legal  profession 
is  booming. 

Everybody  talks  about  the  high  and 
rising  cost  of  doctors'  bills:  The  fact  is 
that  lawyers'  fees  take  a  substantial 
chunk  out  of  the  gross  national  prod- 
uct—about $7  billion  net  of  expenses 
for  lawyers,  vs.  $11  billion  for  doctors. 
Take  out  the  depressed  fringe  among 
small-town  and  solo-practice  lawyers, 
and  the  typical  lawyer  probably  does 
as  well  as  the  average  doctor. 

People  grouse  about  high  salaries 
among  top  corporate  executives;  with 
rare  exceptions,  the  top  lawyer  earns 
more.  And  there  are  probably  as  many 
lawyers  earning  $100,000  a  year  and 
up  as  doctors  or  executives. 

Run  down  the  list  of  executive  sal- 
aries in  Forbes  Directory  Issue  (May 
15,  1971 ).  The  top  men  of  such  giant 
corporations  as  General  Electric,  Gulf 
Oil,  General  Telephone,  Dow  Chem- 
ical, Caterpillar  Tractor  and  Camp- 
bell    Soup     draw     salaries     in     the 


$250,000  range.  Literally  hundreds  of 
lawyers  do  better  than  that.  Promi- 
nent partners  in  leading  law  firms  rou- 
tinely make  $200,000  to  more  than 
$500,000  a  year.  There  are  roughly 
50  such  firms  scattered  around  the 
country  and  they  each  have  three  or 
four  leading  partners. 

Vital  Statistics 

The  message  is  clear:  Outside  cor- 
poration attorneys  outearn  corporate 
executives.  Or  in  other  words,  in 
America's  economic  machine  the  cogs 
make  more  than  the  big  wheels. 

Richard  M.  Nixon  took  a  33%  pay 
cut  when  he  moved  from  the  Wall 
Street  law  firm  of  Nixon,  Mudge,  Rose, 
Guthrie,  Alexander  &  Mitchell  into  the 
$200,000-a-year  job  as  President. 

Some  trial  lawyers— men  you  never 
heard  of— make  even  more  than  the 
big  lawyers  in  the  big  firms.  Says 
San  Jose's  James  Boccardo:  "I've  made 
$1  million  a  year  for  the  last  ten 
years."  A  Nevada  jury  recently  award- 
ed a  seriously  brain-damaged  man  he 
represented  in  an  accident  case  a  rec- 
ord  $3.7  million.   That  was  his   fifth 


HERE'S  A  RUNDOWN  OF  LUCRATIVE  LEGAL  FIELDS 

Lawyers  practicing  alone  Number  Total  Average  Income 

who  specialize  of  Billings       before  taxes 

and  their  1967  Income  Lawyers  (000)              (000) 

■ f  " 

1.  Negligence,  for  plaintiff 240  $38,992  i          $71 

2.  Negligence,  for  defendant 101  16,735  I             65 

3.  Real  Estate   110  15,157  !             59 

4.  Other  Specialties 161  22,496  I             56 

5.  Insurance 53  9,605  -             53 

6.  Domestic  Relations 38  4,220  [•            52 

7.  Taxation 30  3,319  .             50 

8.  Banking  and  Commerce 75  9,669  j             47 

9.  Criminal  Law 26  2,927                46 

10.  Wills,  Estates  and  Probate 161  15,256  !             45 

11.  Patents,  Trademarks,  and  Copyrights.  ..  .  51  5,792  :             39 


Lawyer  Partnerships 

that  specialize 

and  their  1967  Income 


Number 

of 

Firms 


Total 

Billings 

(000) 


Average  Income 

per  partner 
before  taxes  (000) 


1.  Taxation 

2.  Criminal  Law 

3.  Corporations 

4.  Other  Specialties 

5.  Negligence,  for  plaintiff  .  . 

6.  Negligence,  for  defendant 

7.  Insurance 

8.  Banking  and  Commerce  .  . 

9.  Real  Estate 

10.  Wills,  Estates  and  Probate 

11.  Domestic  Relations 


99 
56 
726 
428 
620 
655 
258 
226 
470 
681 
66 


$ 


34,403 

21,168 

402,379 

164,544 

138,194 

196,247 

78,519 

63,221 

102,404 

142,121 

8,075 


$54 
52 
47 
46 
41 
38 
37 
36 
34 
32 
26 


million-dollar  victory  in  the  last  few 
years.  Boccardo's  customary  fee:  one- 
third  of  the  sum  collected. 

Of  course,  those  are  the  extreme 
salaries  drawn  down  by  only  1%  of  the 
325,000  active  lawyers.  The  average 
attorney  earns  far,  far  less— but  he  is 
certainly  not  starving:  The  average 
lawyer  does  almost  as  well  as  the  av- 
erage doctor  and  perhaps  better  than 
a  middle-range  business  executive. 

Of  the  nation's  325,000  lawyers, 
more  than  two-thirds  are  in  private 
practice.  Half  of  those  236,000  prac- 
tice alone,  and  half  have  partners. 
The  loners  are  at  the  very  bottom  of 
the  profession,  averaging  around 
$18,000  by  commonly  working  ten- 
to  12-hour  days.  But  add  to  that  the 
pleasures  of  being  your  own  boss,  of 
not  being  subject  to  night  or  Sunday 
calls  like  doctors— or  of  being  merged 
or  economized  out  of  a  job  as  hap- 
pens to  corporate  executives. 

Lawyers  in  partnerships  get  around 
$27,000,  or  50%  more  than  the  loners. 
Normally,  the  more  partners,  the  more 
each  man  makes  (though  a  full  75% 
of  the  partnerships  consist  of  two  to 
four  men).  An  ordinary  partner  in  a 
six-man  firm  gets  $35,000;  he  gets 
$45,000  in  a  nine-man  firm  and  rough- 
ly $50,000  to  $125,000  in  one  of  the 
50  largest  firms  with  10  to  200  men. 
Senior  partners,  of  course,  make  more. 

The  remaining  90,000  lawyers 
work  for  others,  about  half  for  gov- 
ernment and  half  for  corporations.  As 
a  rough  guide,  government  lawyers 
and  ordinary  solo  practitioners  make 
nearly  the  same  amounts,  and  in- 
house  company  counsel  and  lower-lev- 
el partners  in  large  firms  are  about 
equal.  But  it's  difficult  to  generalize. 
IBM  pays  former  Attorney  General 
Nicholas  Katzenbach  $125,000  to 
head  its  in-house  law  staff,  but  Katzen- 
bach's  counterpart  at  Aetna  Life  gets 
only  something  over  $50,000. 

Like  Plucking  Chickens 

Lawyers  have  never  had  it  so  good. 
After  some  big  years  burying  Ameri- 
can business  in  the  early  Thirties,  the 
profession  finally  skidded  into  the  De- 
pression and  stayed  there.  In  World 
War  II  some  lawyers  took  jobs  in  de- 
fense plants  to  survive;  others  eagerly 
latched  onto  low-paying  jobs  in  emer- 
gency government  agencies. 

In  1950  the  typical  lawyer  was 
barely  averaging  $6,000  a  year.  By 
1970  the   figure   was   $25,000.   Thus 


Applies  to  firms  with  4  employees  or  more. 


Source:  Dept.  of  Commerce.  Forbes  estimates. 


30        FORBES,    SEPTEMBER    15,    1971 


the  typical  lawyer's  income  more  than 
quadrupled  during  a  period  when  the 
cost  of  living  went  up  only  61*?.  Even 
in  real  dollars  the  average  lawyer  in- 
creased his  earnings  by  more  than  2.'4 
times  in  this  period. 

What  happened?  Nothing  dramat- 
ic. Somehow  people  became  more  le- 
gal-minded. The  more  complicated 
society  became,  the  more  comfortable 
lawyers  became.  People  went  into 
new  businesses  and  out  of  old  wed- 
locks. Real  estate  dealing  flourished 
and  so  did  corporate  mergers.  Auto 
traffic  coagulated  and  the  accident 
rate  soared.  Earnings  of  entertainers, 
athletes  (and  their  law  vers)  went 
through  the  roof.  Tax  regulations  be- 
came knottier  and  knottier.  And, 
perhaps  more  important,  the  lawyers' 
system  of  minimum  fee  schedules  be- 
gan to  take  hold. 

In  New  York  City,  there  are  at 
least  two  firms  specializing  in  Jewish 
law.  An  attorney  at  Handler,  klei- 
man  &  Sukenik  says:  "In  one  case  a 
Jewish  meat  processor  wanted  to  buy 
a  cold-water  chicken-plucker.  We 
had  to  determine  if  the  machine  was 
kosher."  (It  was.  but  not  so  kosher 
as  a  dry  chicken-plucker.) 

During     the     Sixties     there     were 

enough  Jewish  meat  processors  as 
well  as  enough  divorces,  mergers  and 
bankruptcies  to  double  the  gross  re- 
ceipts of  lawyers  in  private  practice  to 
around  $8  billion.  Meanwhile,  ac- 
cording to  economic  consultant  Daniel 
J.  Cantor  of  Philadelphia,  the  number 
of  private  lawyers  per  capita  ie 
mail  led  static  or  perhaps  even  de- 
dined  because  such  a  large  number 
of  lawyers  were  hired  away  by  gov- 
ernment and  business. 

In  I960,  almost  without  exception, 
only  senior  partners  of  the  few  Wall 
Street  firms  that  represented  big  busi- 
ness wcrt'  pulling  down  quartcr-mil- 
lion-dollar  salaries.  Today  the  wealth 
is  spread.  Instead  of  a  handful  ol 
Wall  Street  firms,  there  are  20  or  so 
100-marj  firms  in  New  York  alone 
grossing  at  least  $6  million,  plus  an- 
other 20  to  30  firms  in  such  cities 
as  Cleveland,  Washington,  D.C.,  San 
Francisco.  Chicago,  Los  Angeles 
and  Houston. 

Moreover,  while  the  biggest  firms, 
like  Wall  Street's  Shearman  &  Sterling 
and  Los  Angeles'  O'Melveny  and 
Mvers,  expanded  steadily  during  the 
Sixties,  they  were  hardly  the  fastest- 
growing  fiims.  Others  that  started 
small,  and  tended  to  specialize  in  areas 
like  securities  underwriting  and  taxa- 
tion, doubled  and  tripled  and  more. 
Since  1960  New  York's  Marshall, 
Bratter,  Greene,  Allison  &  Tucker 
expanded  from  12  to  95  lawyers  and 
Los  Angeles'  bell  &  Manella  went 
from  eight  to  43. 
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What  is  this  system  that  has  served 
lawyers  so  well?  Incredibly  few  lay- 
men have  a  very  precise  idea  of  what 
lawyers  do— largely  because  the  legal 
establishment  seems  to  want  it  that 
way.  For  example,  two  powerful  and 
influential  law  firms,  Davis  Polk  & 
Wardwell  (which  represents  ITT, 
AT&T  and  Morgan  Guaranty)  and 
Paul,  Weiss,  Rifkind,  Wharton  & 
Garrison  (which  represents  Revlon 
and  Kinney  National),  refused  to 
grant  interviews  for  this  article.  "It's  a 
matter  of  ethics,"  said  Davis  Polk's 
A.Y.  Rogers.  To  him  the  profession's 
code  of  ethics  against  self-advertising 
outweighs  the  public's  right  to  know 
a  little  about  what  an  influential  law 
firm  does. 

"Professional  secrecy,"  wrote  Mar- 
tin Mayer  in  The  Lawyers,  "has  both 
protected  the  bar  from  criticism  of 
the  kind  that  improves  performance 
and  stimulated  criticism  of  the  kind 
that  shakes  confidence." 

Bring  on  the  'Gators 

"What  do  I  do?"  repeated  an  in- 
credulous Melvin  Belli,  the  famous 
trial  lawyer.  "I  do  anything  the  client 
asks  of  me.  If  the  next  guv  walks  in 
with  an  alligator  and  asks  me  to 
wrestle  it,  I'll  wrestle  it.  And  I'll  be 
good  at  it  too."  (Through  the  door 
(.une  a  client  with  a  30-pound  dog. 
Belli  petted  it.) 

Belli  was  making  a  serious  point. 
Like  the  hired  guns  of  the  Old  West, 
law  vers  are  supposed  to  do  what 
their  clients  ask.  Often  the  client 
wants  the  lawyer  to  fight  for  him,  or 
secure    his    good    through    contracts. 


to  negotiate,  to  counsel— or  the  client 
may  want  him  simply  to  throw  his 
weight  around.  It  all  depends. 

In  the  simplest  terms,  a  private  in- 
dividual turns  to  his  neighborhood 
lawyer  seeking  peace  of  mind.  He 
wants  to  write  a  will,  shed  a  mate, 
buy  a  house  "without  complications," 
or  perhaps  he  may  just  want  to  have 
his  day  in  criminal  or  civil  court. 
Essentially,  he  is  one  man  seeking 
one  man's  help. 

However,  an  organization,  such  as 
a  big  company,  turns  to  lawyers  seek- 
ing more  than  a  good  night's  sleep. 
More  often  than  not  it  wants  the  law 
to  accommodate— or  perhaps  be 
stretched  to  accommodate— its  own 
interests.  For  example,  when  the  Jus- 
tice Department  threatened  to  upset 
ITT's  acquisition  of  Hartford  Fire  In- 
surance, Washington's  Covington  & 
Burling  helped  negotiate  the  com- 
promise in  which  ITT  will  keep  Hart- 
ford but  sell  six  other  subsidiaries, 
including  Avis.  Obviously,  ITT  asked 
Covington  &  Burling  to  do  more  than 
help  it  make  a  legal  acquisition.  In 
an  earlier  terminology,  you  would  say 
that  the  law  firm  was  hired  to  do 
ITT's  haggling.  What  the  company 
wanted  was  not  so  much  the  best 
legal  advice  obtainable,  but  the  best 
deal  obtainable. 

Satisfying  that  kind  of  business  de- 
mand takes  expert  legal  knowledge, 
organizational  depth  and  friends  at 
the  seat  of  power  who  will  listen  to 
the  client's  side. 

In  short,  big  law  firms  earn  their 
keep  as  middlemen  between  the  rich 
and  the  powerful. 


PARTNERS  MAKE  MORE -LONERS  MAKE  THE  MOST 

Don't  be  misled  by  the  huge  incomes  made  by  some  sole  practitioners.  A  full 
99%  of  the  loners  make  less  than  $90,000.  Taking  all  lawyers,  beyond  the 
selected  group  below,  those  in  partnership  on  average  make  about  50%  more. 


1967  Billings  of 

Number 

Total       i 

1967 

Average  Income 

Selected  Lawyers 

of 

Billings 

Payroll 

before  taxes 

practicing  alone 

Lawyers 

(000) 

(000) 

(000) 

$1,000,000  or  more 

3 

$     4,445 

$       866 

$874 

750,000  to  999,999 

10 

8,963 

1,814 

518 

500,000  to  749,999 

36 

22,156 

6,851 

363 

250,000  to  499,999 

181 

59,241 

17,173 

193 

100,000  to  249,999 

978 

148,104 

42,178 

89 

Less  than  100,000 

2,010 

114,657 

33,685 

33 

Average  Income 

1967  Billings  of 

Total 

1967 

per  partner 

Selected  Lawyer 

Number 

Billings 

Payroll 

before  taxes 

Partnerships 

of  Firms 

(000) 

(000) 

(000) 

$1,000,000  or  more 

401 

$871,705 

$242,073 

$60 

750,000  to  999,999 

163 

140,870 

33,996 

44 

500,000  to  749,999 

489 

295,741 

69,075 

38 

250,000  to  499,999 

1,833 

623,500 

133,790 

32 

100,000  to  249,999 

4,352 

720,653 

146,136 

23 

Less  than  100,000 

1,406 

103,988 

25,003 

13 

Applies  to  firms  with  employees. 


Source:  Dept.  of  Commerce,  Forbes  estimates. 


The  Ben  Roth  Agency,  Inc. 
"Yes,  I'll  handle  your  case. 
How  deep  in  debt  icm  you  go?" 

In  Washington,  the  federal  bureau- 
cracy is  the  power,  and  the  most  ef- 
fective lawyers  know  their  way 
around  at  least  one  government 
branch.  To  cover  all  the  bases,  says 
an  American  Bar  Association  staffer, 
huge  companies  like  Westinghouse 
may  have  four  or  five  different  firms 
representing  them  in  Washington.  Of- 
ten the  lawyer  calling  for  clients  at 
the  government  branch  used  to  work 
there,  or  perhaps  he  even  ran  it.  The 
professional  basketball  owners,  for  ex- 
ample, have  hired  ex-Senate  Minority 
Whip  Tom  Kuchel  to  help  persuade 
Congress  to  approve  the  merger  of 
competing  leagues  despite  existing  an- 
titrust laws.  The  players,  led  in  the 
effort  by  attorney  Lawrence  Fleisher, 
have  countered  with  former  Assistant 
Secretary  of  Defense  Paul  Warnke  of 
(Clark)  Clifford,  Wan  ike,  Glass,  Mc- 
Illwain  &  Finney. 

In  New  York,  money  is  power,  so 
the  most  prestigious  firms  have  the 
most  solid  ties  to  Wall  Street  itself. 
Milbank,  Tweed,  Hadley  &  McCloy 
has  Chase  Manhattan;  Sullivan  and 
Cromwell  has  the  Marine  Midland; 
Shearman  &  Sterling  has  First  National 
City,  and  so  it  goes.  If  the  head  of  a 
large  company  anywhere  in  the  coun- 
try needs  big  money,  really  big  mon- 
ey, chances  are  he  will  contact  one  of 
the  Wall  Street  law  firms. 

And  in  Chicago,  politics  is  power, 
and  140-man  Kirkland,  Kllis.  Hodson, 
Chaffetz  and  Masters  is  the  firm  to  see. 
Why?  In  addition  to  its  political  con- 
nections in  both  parties,  it  handles 
90$  of  the  legal  work  for  Chicago's 
communications  media.  At  least  one 
newspaper's  editorial  page  director  is 
said  to  usually  follow  the  firm's  recom- 
mendations for  endorsements  in  judi- 
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cial  elections  and  other  political  con- 
tests. Whether  that  is  true  or  not, 
many  believe  that  a  firm  with  such  a 
reputation  can  do  the  most  in  Chicago 
for  its  clients,  which  include  Standard 
Oil  Co.  (Ind.),  International  Harves- 
ter, Baxter  Laboratories,  General  Mo- 
tors and  the  Archdiocese  of  Chicago. 
So  what  is  it  that  Kirkland,  Ellis 
and  the  rest  of  the  nation's  lawyers 
do?  Two  things  are  sure:  It  goes  be- 
yond just  interpreting  the  law;  and 
they  get  a  good  buck  for  it. 

Fixed  Fees 

Long  ago  various  organized  bars  re- 
alized that  deciding  what  to  charge 
for  their  indefinable  services  could 
lead  to  rampant  abuses,  such  as  price- 
cutting  and  purposely  shoddy  work, 
which  could  discredit  the  profession. 
So  in  the  name  of  protecting  the  pub- 
lic, lawyers  closed  ranks  and  1) 
spelled  out  in  a  code  of  ethics  exactly 
what  is  expected  of  attorneys,  2) 
banned  competition  among  lawyers 
and  3)  began  promoting  minimum 
fees  for  all  lawyers'  work. 

That's  right.  The  organized  bar  has 
outlawed  competition  and  established 
minimum  fees. 

As  the  bar  sees  it,  no  truly  ethical 
lawyer  would  habitually  undercut  its 
minimum  prices.  For  the  rationale  is 
that  only  an  incompetent  or  a  cheat 
would  dare  agree  to  do  a  job  for  less 
than  a  certain  minimum  price.  The 
bar's  fee  schedules  attempt  to  identify 
those  bottom  prices  for  many  con- 
ceivable legal  jobs. 

Today,  thanks  to  the  cooperation 
of  their  brethren  on  the  bench,  those 
at  the  bar  have  established  minimum 
schedules  in  about  two-thirds  of  the 
50  states.  Although  in  practice  many 
lawyers  have  tended  to  ignore  mini- 
mums,  fee  schedules  have  had  a  pro- 
found effect  on  the  average  neigh- 
borhood lawyer  and  his  blue-collar 
and  middle-class  clients. 

The  poor,  like  the  rich,  are  uncon- 
cerned with  minimums.  Big-money 
clients  buy  their  legal  services  by  the 
hour  from  huge  firms,  paying  upwards 
of  $40  an  hour.  What  legal  services  the 
poor  get  are  provided  free  through 
such  agencies  as  Legal  Aid  and  the 
Office  of  Economic  Opportunity. 

It  is  the  blue-collar  worker  and  the 
middle  class  that  suffer  most  from  the 
high  cost  of  legal  services.  In  routine 
work— purchases  and  sales  of  homes, 
making  of  simple  wills,  uncomplicat- 
ed divorces  and  separations— they  are 
frequently  stuck  with  unrealistically 
high  fixed-fee  schedules.  For  example, 
many  lawyers  will  concede  that  charg- 
ing 1'-  for  legal  fees  in  a  house  closing 
is  ridiculously  high;  on  a  $40,000 
house  the  attorney  earns  $400  for  a 
few    hours'  work.   But   this  is  a  fairly 


standard  rate,  and  if  the  client  protests 
the  amount,  the  attorney  can  wave  to 
the  fee  schedule  and  say:  "My  fee  is 
the  absolute  minimum  I  can  ethically 
charge  you."  The  middle-class  client 
either  pays  the  going  rate  or 
does  without. 

What  is  the  going  rate?  That  de- 
pends on  where  the  man  lives  and 
how  the  local  fee  schedule  suggests 
*that  his  particular  problem  be  billed 
—by  the  hour,  by  the  job  or  more  of- 
ten according  to  a  percentage  of  the 
amount  of  money  that  is  involved  in 
the  matter. 

Chicago's  1970  schedule  suggests 
that  a  local  attorney  should  charge 
around  $35  for  an  hour's  consultation; 
at  least  $400  for  the  simplest  default 
divorce  ("where  no  appearance  and 
answer  filed  [by  the  defendant]— no 
negotiation")  and  about  33%  of  any 
amount  awarded  to  an  accident  vic- 
tim in  a  negligence  suit.  If  the  lawyer 
loses  that  case,  he  doesn't  get  a  cent 
beyond  his  expenses.  Most  percentage 
fees,  however,  come  without  risk— like 
5%  of  a  $50,000  estate  for  probating 
the  will,  or  1%  of  a  $40,000  sale  price 
for  helping  a  man  buy  a  house. 

Minimum  fees  in  other  parts  of  the 
country  vary  up  to  100%,  depending 
on  how  much  the  organized  bar  thinks 
its  local  attorneys  ought  to  get.  The 
Queens  County  (N.Y.)  Bar  Associa- 
tion, for  example,  wants  its  members 
to  make  the  same  as  local  judges— 
around  $30,000  a  year. 

The  fee  schedules,  of  course,  are 
minimums  only.  A  lawyer  can  always 
charge  more.  What  if  the  client  feels 
he  has  been  overcharged?  Well,  he 
could  take  his  case  to  the  organized 
bar,  which  drew  up  the  fee  schedule 
in  the  first  place.  Or  he  could  hire  a 
second  lawyer  to  sue  the  first.  But 
there  is  a  minimum  fee  for  that  kind 
of  case,  too. 

And  this  is  only  part  of  the  middle- 
class's  problem.  An  even  bigger  one 
is  the  growing  complexity  of  legal 
procedures.  Where  a  case  is  likely  to 
be  contested,  where  there  are  facts 
in  severe  dispute,  the  legal  costs  are 
likely  to  soar  out  of  all  proportion  to 
the  amounts  involved.  Many  lawyers 
simply  won't  take  such  cases.  Why 
should  they?  The  lawyer  can't  charge 
enough  in  an  intricate  $1,000  dispute 
to  make  it  worth  his  while.  The  situa- 
tion could  be  alleviated  by  binding 
arbitration  in  small  money  cases.  This 
would  eliminate  jury  trials  and  end- 
less taking  of  evidence.  However,  pro- 
posals along  these  lines  are  frequently 
opposed  by  the  smaller  lawyers  who 
don't  want  to  lose  any  prospective- 
business.  (For  two  other  such  propo- 
sals—specialization and  legal  insur- 
ance—sec box,  p.  38. ) 

With  fees  set  rather  firmly,  and  pro- 
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cedures  even  more  complex,  the  or- 
ganized bar  has  gone  a  step  further 
and  tried  to  prevent  nonlawyers  from 
encroaching  on  such  routine  jobs  as 
researching  real  estate  titles  and  pro- 
hating  wills.  Sometimes  the  bar  is  en- 
tirely successful.  Take  the  case  of  John 
Cordon  Baker,  who  was  gang-tackled 
when  he  tried  to  avoid  a  stiff  and 
"customary"  legal  fee. 

A  few  years  back  Baker's  mother 
died  leaving  him  and  three  close  rela- 
tives $172,000.  As  executor,  the  grey- 
haired  business  leader  called  in  his 
company's  outside  counsel  to  probate 
the  simple  estate.  He  figured  the  law- 
yers would  work  about  20  hours  and 
bill  him  at  S20  an  hour,  the  same 
rate  they  had  historically  charged  his 
company  to  handle  corporate  prob- 
lems. Instead,  the  lawyers  demanded 
the  Wisconsin  bar's  minimum  percent- 
age fee  for  probate  work— in  this  case 
a  little  over  3%  of  the  estate,  or 
$4,800.  And  every  other  state  lawyer 
Baker  turned  to,  did  too. 

Baker,  being  reasonably  intelligent 
and  a  wee  bit  stubborn,  decided  to 
fill  out  the  routine  forms  by  himself 
and  probate  the  will  without  an  attor- 
ney. But  the  local  probate  judge  re 
turned  the  papers  and  told  him  to  get 
a  lawyer.  Baker,  still  lawyerless, 
pressed  the  case  to  the  Wisconsin  Su- 
preme Court,  where  to  Ins  surprise  he 
was  opposed  by  the  Wisconsin  Bar 
\  iation,  the  Wisconsin  board  of 
County  Judges  and  the  150,000-mcm- 
ber  American  bar  Association. 

He  lost— and  cjuit. 

In  the  end,  the  estate's  total  legal 
bill  came  to  $5,300,  or  $500  above 
the  minimum  fee,  even  though  Baker 
himself  had  prepared  the  necessary 
papers.  And  incidentally,  the  paper- 
work took  him  only  20  hours. 

Says  Baker:  "The  legal  profession  is 
a  kind  of  secret  society  and  had  to 
look  out  for  itself.  There  was  too 
much  at  stake  here." 

Indeed,  there  was.  If  all  executors, 
like  Baker,  could  probate  wills  with- 
out attorneys,  the  profession  would 
stand  to  lose  around  $800  million  a 
year,  or  10%  of  its  gross  receipts. 

Author  Murray  Teigh  Bloom,  who 
wrote  about  the  Baker  case  in  The 
Trouble  with  Lawyers,  added:  "The 
penalties,  forfeits  and  fees  of  the  mod- 
ern legal  game  .  .  .  are  of  [the  law- 
yers'] making.  Even  if  they  abide  by 
the  one-sided  rules  strictly  and  ethical- 
ly, it  would  be  completely  impossible 
for  us  to  ever  win  their  game.  We 
can't  even  hope  for  a  tie." 

A  Hefty  Markup 

And  what  of  those  at  the  top,  the 
Wall  Street  lawyers  and  their  equiva- 
lents in  other  major  cities.  These  are 
the   men   who   don't   need   minimum 


fees  and  closely  controlled  legal  pro- 
cedures to  ensure  their  prosperity. 
How  do  these  partners  earn  $200,000 
and  more  a  year? 

Economically  speaking,  a  law  firm 
is  a  very  simple  structure.  It  buys 
brainpower  wholesale— by  the  year, 
that  is— and  sells  it  retail— by  the  hour. 
Much  of  the  time-consuming  work  in 
a  big  firm  may  be  done  by  junior  as- 
sociates. If  it's  a  good  firm,  the  junior 
associate  was  a  brilliant  student  and 
commands  a  handsome  starting  sal- 
ary, up  to  a  uniform  level  of  $16,000 
in  New  York.  It  is  not  unusual  for  a 
26-year-old  in  the  firm  to  earn 
$20,000  a  year.  But  even  a  $20,000 
salary-  comes  to  only  $10  to  $15  per 
billable  hour. 

And  that  is  where  a  good  part  of 
the  partners'  earnings  come  from:  The 
difference  between  a  talent  cost  of, 
say,  $15  an  hour  and  a  billing  cost 
of'  $40  to  $70  an  hour.  Thus  the 
$20,000  associate  may  be  grossing 
as  much  as  $80,000  a  year  for  the 
firm.  Even  allowing  for  high  over- 
head costs,  $40,000  of  that  amount 
is  gravy. 

Actually,  the  above  figures  are 
probably  conservative:  The  average 
Wall  Street  lawyer  works  long,  hard 
hours.  So  it  is  not  at  all  unusual  for 
an  associate  to  bill  more  than 
$100,000  a  year.  H.  Ridgely  Bullock, 
who  was  made  a  partner  of  Mndge 
Hose  Guthrie  &  Alexander  (Nixon's 
old  firm)  in  only  three  years,  remem- 
bers working  138  hours  one  week.  "I 
went  home  once  in  seven  days." 

The  partners,  who  supervise  the  as- 
sociates' work,  bill  their  own  time  at 
some  $75  to  $125  an  hour,  or  rough- 
ly one  and  a  half  times  their  antici- 
pated income. 

Senior  partners  charge  more— re- 
portedly up  to  $250  an  hour  for 
Paul,  Weiss'  Simon  Bifkind,  a  former 
U.S.  District  Judge,  and  others  of  his 
prominence.  (When  a  Forbes  report- 
er mentioned  Bifkind's  reputed  rate  to 
a  successful  entertainment  lawyer,  he 
shouted  to  his  secretary:  "Raise  my 
bills  $50  an  hour."  And  he  wasn't 
kidding  about  it. ) 

All  those  hours  add  up.  Here  are 
a  few  unexceptional  fees  collected  by 
New  York  law  firms  last  year:  Simp- 
son Thacher  &  Bartlett,  $707,250 
from  Gulf  &  Western;  White  &  Case, 
$616,110  from  U.S.  Steel;  Kelley 
Drye  Warren  Clark  Carr  &  Ellis, 
$408,070  from  Chrysler  Corp.;  and 
Willkie,  Farr  &  Gallagher,  $509,940 
from  Continental  Can. 

Around  Christmastime  the  firms' 
partners  meet  to  divide  the  profits, 
which  commonly  equal  about  50%  of 
the  gross  receipts.  This  ritual  some- 
times pits  the  so-called  rainmakers 
(that  is,  those  who  bring  in  the  cli- 


ents) against  those  who  primarily  do 
the  work. 

The  rainmakers  frequently  win, 
which  is  one  reason  some  firms'  trial 
lawyers  earn  less  than  the  other  part- 
ners. (Another  reason:  Corporate 
lawyers  often  look  down  on  litigators, 
even  their  own.)  In  the  end,  an  av- 
erage big-firm  partner,  whether  the 
firm  is  in  New  York  or  another  big  city, 
gets  about  $80,000,  and  senior  men 
take  $200,000  or  so. 

Of  course,  if  a  big  partner  doesn't 
make  rain,  he  may  have  trouble  jus- 
tifying his  huge  office  suite,  his  chauf- 
feured  limousine  and  his  $250,000 
salary.  Lack  of  rain  reportedly  is  one  of 
the  reasons  former  Supreme  Court 
Justice  Arthur  Goldberg  recently  left 
the  big  Paul,  Weiss  firm  in  Manhat- 
tan. A  well-placed  source  notes, 
"Goldberg's  name  was  off  the  elevator 
directory  the  next  day." 


Where's    The    Evidence? 

When  a  doctor  makes  a  mis- 
take, you  can  take  a  picture 
of  it— as  in  this  X-ray  of  a  for- 
ceps left  in  a  man's  pelvis! 
But  when  a  lawyer  blunders, 
you  may  have  no  one  to  com- 
fort you  but  your  cellmate. 
Virtually  every  doctor  has 
hefty  malpractice  insurance 
coverage.  But  about  half  the 
lawyers  in  private  practice 
don't  bother  to  carry  mal- 
practice insurance.  Lawyers 
sue  doctors  all  the  time;  they 
often  bend  over  backward  to 
avoid  suing  a  fellow  barrister. 
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After  five  or  six  years,  an  associate 
who  is  doing  brilliant  work  is  on  his 
way  up  to  a  partnership.  The  others 
are  on  their  way  out.  What  happens 
to  the  losers?  Frequently,  they  end  up 
on  a  client's  in-house  legal  staff.  All 
this  tends  to  keep  client-lawyer  rela- 
tions exceptionally  stable. 

In-house  counsel  interviewed  for  this 
article  revealed  a  touch  of  resentment 
at  being  passed  over.  Yet,  almost  with- 
out exception,  they  were  assigning  a 
good  chunk  of  their  companies'  legal 
work  to  their  old  firms.  The  old  school 
tie  with  a  vengeance. 

Double  Image 

Far  more  so  than  among  doctors, 
there  is  a  double  image  for  lawyers 


they  are  gradually  making  inroads  in- 
to the  lucrative  and  dignified  area  of 
corporate  law.  In  New  York,  at  least," 
most  big  firms  have  Jewish  associates 
and  are  eagerly  seeking  promising 
Blacks.  "If  you  lose  a  big  case,"  says 
Daniel  Cantor,  "it's  no  consolation 
that  your  lawyer's  social  standing  is 
impeccable.  There  are  still  ethnic 
problems,  but  they've  diminished 
sharply  in  the  last  three  years.  Merit 
is  what  counts." 

The  Exceptions 

Who  then  are  the  lawyers  at  the 
bottom?  They  are  the  men  in  baggy 
suits,  usually  older  men,  hanging 
around  Manhattan's  Criminal  Court 
looking  for  someone  with  $100  and  a 


verdict,  the  jury  decided  that  the  pi- 
lot must  have  been  unconscious  rathe? 
than  negligent  as  Kreindler  claimed. 
Why  else,  the  jury  reasoned,  would  a 
pilot  fly  into  a  mountain? 

Kreindler  is  strictly  a  plaintiff's  law- 
yer, or  in  other  words,  a  gambler. 
He  keeps  about  20%  of  every  dollar 
he  collects  for  an  accident  victim, 
after  deducting  his  expenses.  If  he 
"loses,  however,  he  doesn't  get  a  cent 
beyond  expenses.  Kreindler's  clients 
are  suing  a  number  of  airlines  right 
now  for  up  to  $3  million.  But  Krein- 
dler insists  that  he's  conservative  and 
that  in  each  case  a  seven-figure  award 
would  be  reasonable. 

•   Melvin  Belli  started  in  1934  rep- 
resenting  penniless    convicts    on    San 


Kreindler 


Blough 


Warnke 


Three  Faces  Of  The  Bar.  There  are  law- 
yers and  lawyers.  Lee  Kreindler  is  a  "peo- 
ple's lawyer"  who  will  sue  for  any  accident 
victim  provided  the  case  is  worth  Kreind- 
ler's time.  A  former  Assistant  Secretary  of 
Defense,  Paul  Warnke  is  of  the  breed  of 
Washington  lawyers  who  slide  easily  be- 
tween government  service  and  private  law. 
Roger  Blough  is  a  businessman  lawyer-.  He 
moved  from  Wall  Street's  White  &  Case  to 
the  chairmanship  of  U.S.  Steel  and  is  back 
with  White  &  Case;  the  guessing  is  he  earns 
nearly  as  much  practicing  law  as  he  did 
presiding  over  a  $5-billion  industrial  giant. 


in  the  U.S.  There  is  the  figure  of  the 
"crooked  lawyer,"  "the  fixer,"  "the  am- 
bulance chaser."  As  against  this  partly 
mythical  prototype,  there  is  the  one 
of  the  prestigious,  dignified  counselor, 
attractive  to  women,  literate,  a  pillar 
of  his  community,  a  character  straight 
out  of  Louis  Auchincloss.  The  one, 
crude  and  crafty,  is  a  conventional  ob- 
ject of  scorn,  while  the  other  is  a 
figure  of  respect. 

To  a  limited  degree,  the  stereotypes 
are  true.  This  may  be  the  fault  of  the 
profession  itself.  For  far  too  long,  the 
most  prestigious  forms  of  law  were  a 
virtual  monopoly  of  the  White  An- 
glo-Saxon Protestant  with  Ivy  League 
college  and  preferably  a  prep  school 
or  two  in  his  background.  The  Jew, 
the  Italian,  the  Irish  Catholic  fre- 
quently had  to  take  what  was  left; 
the  money  was  often  good  but  the 
status  wasn't  the  same. 

Until  a  relatively  few  years  ago, 
the  big-name  law  firms  were  largely 
WASP.  A  recent  study  showed  that 
some  20%  of  the  partners  in  certain 
Wall  Street  firms  were  listed  in  the 
Social   Register. 

Such  WASP  dominance  is  lessen- 
ing, and  rather  quickly  today.  For 
one  thing,  many  Jewish  lawyers,  re- 
buffed by  the  older  firms,  have  formed 
fast-growing  firms  of  their  own,  and 


need  for  a  lawyer.  They  are  the  men 
in  dingy  loft  offices  in  smaller  towns, 
scraping  by  on  drop-in  business.  They 
are  the  men  in  second-rate  govern- 
ment jobs,  like  the  attorney  for  the 
county  highway  department.  And 
they  are  the  men  who  sometimes  man- 
age to  lose  money  practicing  law. 
They  are  not  simply  outside  of  the 
Establishment.  They  are  outside  all 
the  establishments. 

Yet,  despite  the  risks  and  the  bar- 
riers, some  men  have  gone  a  long  way 
in  law  outside  of  the  Establishment. 
They  have  made  it  by  excelling,  first 
in  school  and  then  often  in  court. 
Here  are  a  few  lawyers  who  beat 
the   system: 

•  Lee  Kreindler,  a  fast-talking  47- 
year-old  attorney,  made  it  as  an  avia- 
tion expert,  winning  his  first  big  case 
in  1953  on  a  theory  that  the  Civil 
Aeronautics  Board  had  discarded. 
Kreindler  proved  that  a  faulty  pro- 
peller had  caused  the  crash  that  in- 
jured his  client.  The  resulting  press 
coverage  brought  him  11  more  cases, 
and  he  was  on  his  way.  But  even 
more  interesting  is  the  only  airline 
lawsuit  he  ever  lost.  A  United  Air 
Lines  plane  flew  straight  into  a  moun- 
tain in  1955,  killing  the  parents  of 
two  children  that  Kreindler  represent- 
ed.  But  instead  of  an  open-and-shut 


Quentin's  condemned  row,  but  soon 
shifted  to  what  he  calls  "money 
cases."  He  made  it  by  shocking  juries 
into  awarding  millions  of  dollars  to 
his  injured  clients. 

In  a  medical  malpractice  case,  Belli 
persuaded  the  judge  to  allow  his  cli- 
ent to  disrobe  before  the  jury  to  prove 
that  a  specialist  had  disfigured  her 
after  promising  her  "the  breasts  of  a 
virgin."  "She  stood  there,"  says  Belli, 
"the  tears  dripping  down.  I  figured 
later  it  was  worth   $30,000  a  tear." 

Now,  at  age  64,  Belli  says  he  is 
shifting  into  business  law:  "Some 
businessmen  are  worse  crooks  than 
the  guys  I  saw  back  on  condemned 
row."  In  business  law,  too,  Melvin 
Belli  loves  the  big,  controversial 
deal.  Among  his  recent  efforts:  help- 
ing troubled  Denver  oilman  John  King 
try  to  take  over  IOS,  the  billion-dollar 
mutual  fund  organization. 

•  And  there  is  Arthur  Goldberg, 
who  rose  from  labor  law  to  become  a 
Supreme  Court  Justice,  U.N.  Am- 
bassador, Secretary  of  Labor  and  more 
recently  an  unsuccessful  Democratic 
candidate  for  governor  of  New  York 
and  senior  partner  of  Paul,  Weiss. 

"Labor  law  is  lucrative  now,"  says 
Michael  Golden,  a  professor  at  San 
Francisco's  Golden  Gate  School  of  Law. 
"But  in  the  Thirties,  when  Goldberg 
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CITIES  SERVICE  IS  A  NATURAL  RESOURCE  COMPANY 


WE'RE 
NATURALLY 
INTERESTED  IN 
ENERGY  AND  CHEMICALS. 


We  produce  a  wide  variety  of 
useful  petrochemical  products  for 
industry  and  the  home,  including 
plastic  resins,  butyl  rubber,  carbon 
black  and  Festival  molded  plastic 
housewares. 

We  also  seek  out  and  develop  oil, 
natural  gas  and  mineral  reserves 
around  the  world  . . .  refine  quality 
petroleum  products  sold  under  the 
CITGO  trademark  . . .  transport 
natural  gas  to  hundreds  of 
communities  and  industries  . . . 
mine,  refine  and  fabricate  copper 
and  copper  products  . . .  and 
produce  industrial  and  agricultural 
chemicals. 


Wherever  there's  a  need  for  energy 
and  chemicals,  Cities  Service  is 
there  to  serve  you  . . .  better. 


Somewhere 

between  Maine  and  Florida 

there  is  an  island  so  quiet 

you  just  may 

pass  it  by. 


Hilton  Head  Island.  Forty-five  square  miles  snuggled  against  the 
southeastern  comer  of  South  Carolina.  Warmed  in  winter  by  trade 
winds,  cooled  in  summer  by  off-shore  breezes. 

Living  things  flourish  here.  Flowering  bushes  and  trees, 
evergreen,  palmetto,  magnolia,  live  oak  and  pine,  Spanish  moss... 
all  scent  the  air  with  their  magic.  During  the  year,  over  250  different 
species  of  birds  decorate  the  day  with  their  natural  brilliance. 

And,  in  the  midst  of  the  beauty  and  history  and  serenity 
that  is  Hilton  Head  Island,  is  Shipyard  Plantation. 

A  place  for  people. 

A  place  for  people  who  can  afford  a  way  of  life  that  is 
truly  and  unhurriedly  their  own.  At  Shipyard  Plantation  people 
can  choose  a  homesite  that  borders  the  broad  green  of  golf  fairways 
or  nestles  in  the  sanctuary  of  shaded  woodland.  There  are  condo- 
miniums here,  too.  From  two-bedroom  duplex  plans  to  four-bed- 
room duplex  plans. 

You  can  find  out  more  about  our  quiet  island  and  Ship- 
yard Plantation  by  writing  to  Charles  Rousek,  Vice  President,  The 
Hilton  Head  Company,  P.O.  Box  1008,  Hilton  Head  Island,  South 
Carolina,  29928.  Or  call  collect  (803)  785-3311. 

There  is  a  place  for  you  here.  A  very  special  place.  Don't 
pass  it  by. 


Shipyard  Plantation  at  Hilton  Head  Island. 


(THIS  OFFERING  IS  NOT  AVAILABLE  TO  RESIDENTS  OF  STATES  WHERE  PROHIBITED  BY  LAW 


started,  representing  unions  was  like 
representing  consumer  groups  today. 
There  was  no  money  in  it,  and  nice 
people  didn't  do  that  kind  of  law." 

Some  Legal  Disruptions 

Despite  all  it  has  going  for  it,  the 
legal  profession  is  in  for  drastic 
changes  in  the  Seventies. 

Take  no-fault  auto  insurance,  which 
already  exists  in  five  states  and  is  be- 
ing considered  in  28  others.  No-fault 
will  require  insurance  companies  to 
reimburse  all  auto  victims,  thus  elim- 
inating the  need  for  litigation  (and 
lawyers)  except  in  severe  cases  where 
a  person  has  been  maimed  or  disfig- 
ured. Such  laws  could  reduce  the  av- 
erage neighborhood  lawyer's  income 
by  25%  to  33%.  Indeed,  no-fault  is 
catching  on  because  too  many  law- 
yers are  making  too  much  off  auto  ac- 
cidents. Pennsylvania  Insurance  Com- 
missioner Herbert  S.  Dennenberg  esti- 
mates that  the  nation's  ambulance 
chasers  alone  are  netting  $400  million 
a  year.  And  a  recent  federal  study 
revealed  that,  of  $1.4  billion  awarded 
in  220,000  cases,  auto  victims  got  only 
$700  million,  while  their  lawyers  got 
$600  million.  The  remaining  $100  mil- 
lion went  for  legal  expenses. 

What's  more,  with  the  nation's  147 


Need  a  doctor  to  mend  a  broken 
leg?  Just  skim  the  Yellow  Pages 
and  pick  an  orthopedic  surgeon. 
When  the  bill  comes  in,  send  it  to 
your  medical  insurance  company. 
Relatively  simple. 

Need  to  find  a  lawyer  to  han- 
dle your  tax  problems?  Now  that's 
not  so  easy.  The  organized  bar, 
though  it  has  been  studying  the 
problem  since  1952,  still  doesn't 
recognize  specialization.  Every 
lawyer  is  officially  a  general  prac- 
titioner—though many  really  are 
specialists,  complete  with  special- 
ists' prices.  But  you  can't  tell; 
some  lawyers  may  be  over  their 
heads  in  taxes  or  real  estate  or 
whatever.  And  you  pay  the  bills— 
usually  large— out  of  your  own 
pocket,  because  there  is  no  legal 
insurance. 

"I  have  been  appalled,"  says 
noted  Los  Angeles  tax  attorney  Ar- 
thur Manella,  "at  how  many  in- 
competent lawyers  are  hired  to 
represent  clients.  But  then,  even 
/  have  trouble  knowing  who's  good. 
If  I  have  trouble,  think  ol  the  prob- 
lem facing  the  average  person." 

Now  do  you  see  why  experts 
estimate  that  28  million  American 
family  units  are  going  without  ade- 
quate   legal    services?    You    can't 


accredited  law  schools  jammed  to 
overflowing,  there  is  going  to  be  more 
competition.  In  the  next  few  years 
two  new  lawyers  will  replace  every 
one  that  dies  or  retires. 

Lawyers  at  the  top  are  worried,  too. 
They  don't  like  to  admit  it,  but  they 
are  having  problems  convincing  the 
best-trained  law  graduates,  their  life- 
blood,  to  work  for  the  Establishment. 
So  far,  the  big  firms  have  prevailed 
for  two  reasons.  First,  despite  the 
publicity  about  armies  of  lawyers  rep- 
resenting the  poor  and  the  average 
consumer,  there  are  virtually  no  jobs 
open  in  those  fields.  OEO  Legal  Ser- 
vices has  only  about  200  openings  a 
year  out  of  some  2,000  jobs,  and  in 
the  entire  country  Forbes  could  find 
only  one  so-called  public  interest  firm 
—Berlin,  Roisman  &  Kessler  of  Wash- 
ington, D.C.—  that  is  self-sustaining. 
Second,  the  firms  are  luring  the  young 
by  making  expensive  concessions,  such 
as  raising  starting  salaries  around  50% 
in  the  last  three  years,  while  giving 
associates  months  off  with  pay  to 
counsel  the  poor. 

Long-term,  the  anti-Establishment 
trend  and  the  firms'  response  looks 
like  a  formula  for  disaster.  Already, 
as  a  direct  result  of  the  higher  sal- 
aries, some  big  firms'  fees  have  shot 

Why  Not  the  Yellow  Pages?- 


find  the  lawyer  you  want;  and  too 
often  you  couldn't  afford  him  even 
if  you  found  him. 

But  lawyers  in  California  and  a 
few  other  states  are  trying  to  solve 
this  double  dilemma.  California 
seems  closest  to  solutions. 

Under  a  pilot  program  begun 
there,  qualified  lawyers  will  soon 
be  applying  for  official  certification 
as  specialists,  much  as  doctors  do. 
California  is  beginning  with  three 
legal  fields:  workmen's  compensa- 
tion, criminal  and  tax.  If  an  attor- 
ney meets  bar  association  stan- 
dards for  any  of  these,  he  can  list 
his  specialty  in  the  Yellow  Pages— 
though  not  on  his  business  card 
or  letterhead.  "This  doesn't  neces- 
sarily identify  talent,"  says  Manella, 
"but  it  gives  the  public  a  better 
chance  to  know  who's  an  expert." 

Legakare 

Also  this  year  or  early  next, 
some  form  of  prepaid  legal  insur- 
ance will  become  available.  One 
of  the  most  comprehensive  will  be 
Legalcare,  a  program  modeled  af- 
ter California's  successful  Kaiser 
Health  Foundation  plan.  Under  Le- 
galcare, a  member  of  a  union  or 
some  other  group  would  pay  $5  a 
month  to  get  basic  legal  services 


up  50%  to  100%,  and  leaders  of  such 
companies  as  ITT,  IBM  and  Allied 
Chemical  are  pressing  for  ways  to  curb 
legal  bills.  Says  a  Wall  Street  lawyer, 
shaking  his  head  sadly:  "Some  com- 
pany attorneys  get  bonuses  if  they 
hold  our  bills  down  to  a  certain  level." 
The  rtext  step  seems  inevitable.  The 
huge  corporations  may  begin  assign- 
ing some  specific  legal  problems  to 
the  small  and  less  well-connected  spe- 
cialty firms  that  sprang  up  during  the 
Sixties.  Why  the  shift?  Pure  econom- 
ics. As  specialists  with  lower  over- 
head, the  smaller  firms  should  be  able 
to  handle  specific  problems  faster, 
cheaper  and  better  than  the  behe- 
moths downtown. 

Guides  through  the  Maze 

So  there  are  changes  coming  to  the 
legal  profession,  changes  perhaps  as 
sweeping  as  those  already  beginning 
to  shake  the  medical  profession.  Law- 
yers cannot  expect  to  make  the  in- 
come gains  in  the  Seventies  they  made 
in  the  Sixties.  But  so  long  as  Ameri- 
cans continue  to  merge,  divorce,  die, 
buy  property  and  in  general  become 
enmeshed  in  the  growing  web  of  mles 
and  regulations,  so  long  will  they 
need  the  services  of  lawyers.  The 
Golden  Age  of  law  is  far  from  over.  ■ 


covering  roughly  90%  of  a  mem- 
ber's foreseeable  needs,  including 
bankruptcy,  divorce,  defense  in  a 
civil  suit— even  a  full  defense  for  a 
murder  trial.  For  $10  a  month,  the 
member  gets  even  more  and  can 
initiate  suits;  for  $13.95,  the  whole 
family  is  covered.  What's  more, 
unions  may  soon  begin  demanding 
Legalcare-type  programs.  So  law- 
yers could  end  up  costing  the  in- 
dividual almost  nothing  at  all.  One 
problem:  convincing  the  public  it 
needs  legal  services. 

What's  in  these  innovations  for 
lawyers?  Plenty.  Specialization,  as 
doctors  discovered  long  ago,  could 
mean  even  higher  fees.  And  pro- 
viding prepaid  services  could 
make  some  lawyers  richer  (though 
many  ordinary  lawyers  could  lose 
business ) .  Under  Legalcare,  for  ex- 
ample, $3  of  the  $5  monthly  fee 
goes  to  an  attorney  as  a  retainer. 
According  to  Legalcare  consultant 
Danny  R.  Jones,  one  lawyer  can 
handle  the  routine  problems  of 
3,000  to  5,000  members  without 
much  trouble,  while  collecting 
$15,000  a  month. 

Would  he  be  overpaid?  Maybe 
not  from  the  public's  point  of  view, 
for  nothing  is  more  expensive  than 
incompetent  legal  service. 
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PERTEC 

WE  HAVE  IBM 
SURROUNDED. 


Pertec  supplies  the  peripheral  systems  and  com- 
ponents that  IBM  doesn't.  Many  different  types  of 
them.  For  data  entry  and  data  output.  For  end  user 
and  OEM  applications.  In  many  different  markets. 
And  they're  all  computer  compatible. 

We're  an  aggressive  company  with  field-proven 
products.  We  have  the  computer  literally  surrounded 
with  high-performance  peripheral  systems.  We've 
accomplished  more  than  you've  probably  heard 
about.  We're  bigger  than  we  seem.  And  we're  grow- 
ing a  lot  faster  than  our  competition  cares  to  admit. 

If  you  have  anything  to  do 
with  computers  you  need  to 
know  more  about  us. 

We're    the    largest 
independent  supplier  of 
low-cost  digital   mag- 
netic tape  transports  in 
the  world.  We've  already 
delivered  over  10,000 
units  and  we  offer  more 
models  than  our  two 
largest  competi- 
tors combined. 


We're  becoming  very  big  in  the  field  of  low-cost 
disc  memory  drives  in  order  to  meet  the  mass  storage 
requirements  of  small  computer  systems. 

We  manufacture  complete  key-to-tape  data  entry 
systems  for  one  of  the  giant  data  processing  firms. 
In  fact,  right  now  we're  the  second  largest  manu- 
facturer of  key-to-tape  systems  in  the  world. 

We're  coming  on  strong  in  Computer  Output 
Microfilm.  We've  just  introduced  the  impressive  new 
Pertec  3700  COM  and  we've  set  up  a  worldwide 
network  of  experienced  distributors  to  handle  it. 

We  have  IBM  surrounded.  And  we 
plan  to  keep  going  strong. 
If  you  have  anything  to  do 
with  computers  you  need 
to   know  more  about 
us.  Write  and  we'll  send 
you  more  information. 
Pertec  Corporation,  9600 
rondale  Avenue,  Chats- 
worth,  California  91311. 


(213)  882-0030. 

PERTEC 


A  better  quality  of  life  begins  with  a  good  house. 

Before  you  buy  one  of 
the  millions  of  houses  to  be 
built  during  the  seventies, 
make  sure  it  doesn't  have 


a  leaky  basement. 


A  basement  can  provide  up  to  fifty 
percent  of  a  home's  living  space,  so 
a  dry  basement  is  a  valuable  asset. 
And  with  good  design,  proper 
construction  and  quality  building 
products,  you  should  be  able  to 
have  a  basement  built  that  will 
remain  bone-dry  indefinitely. 

Here  are  some  of  the  techniques 
used  by  experienced  builders  to 
help  keep  a  basement  dry. 

BUILDING  WATER  OUT 

The  best  cure  for  a  leaky  basement 
is  to  prevent  it  while  the  house  is 
being  built.  Leakage  and  seepage 
can  be  reduced  or  eliminated  after 
a  house  is  built.  We'll  concentrate 
on  how  to  solve  the  problem  the 
economical  way— before  it  becomes 
a  problem. 

Leakage  is  an  actual  flow  of 
water  trickling  in  through  joints, 
cracks  or  other  imperfections  in 
the  wall  and  floor.  Seepage  is  the 
result  of  capillary  action  which 
draws  moisture  in  through  porous 
spots  in  the  masonry  or  concrete. 

Both  conditions  are  generally 
prevented  by  good  concrete  and 
ample  d      wage.  Waterproofing, 
however,  can  provide  a  vital  safety 
factor  which  should  not  lie  ignored. 

As  shown  in  Figure  A.  I  he  wall 
is  first  primed  with  asphalt  primer 
—or  an  emulsion  if  the  surface  is 
damp  or  green.  (With  concrete 
block  construction,  two  coats  of 


Portland  cement  plaster  should  be 
applied  before  the  primer.)  Next 
comes  a  membrane  coating  of 
trowel  mastic.  In  vulnerable  spots 


Figure  A 


like  corners  and  bends,  sheets  of 
glass  fabric  are  then  embedded  in 
the  mastic  coating.  In  some  cases  a 
second  coat  of  trowel  mastic  is 
applied,  followed  by  another  layer 
of  glass  fabric  and  then  a  top  coat 
of  the  mastic. 

To  insure  protection  of  the  mem- 
brane against  damage  when  the 
earth  backfill  is  replaced,  either 
trowel  on  a  final  coat  of  cement 
plaster  or  apply  a  layer  of  V  thick, 
asphalt-coated  and  impregnated 
insulation  board. 

Every  waterproofing  project  has 
circumstances  that  might  require 
special  attention.  The  best  bet  is  an 
experienced,  reliable  builder  who 


knows  the  local  soil  and  drainage 
conditions. 

DRAINING  WATER  AWAY 

Even  in  fairly  well-drained  soil, 
rainwater  cascading  off  a  roof  can 
build  up  a  dangerously  high  hydro- 
static pressure  if  it  saturates  the 
soil  alongside  the  basement  walls. 
In  some  areas,  a  sudden  spring 
thaw  can  cause  an  even  more  severe 
problem.  Indeed,  even  with  the 
most  thorough  waterproofing  of 
outside  walls,  unless  relieved,  the 
pressure  can  force  water  up 
through  the  basement  floor. 


One  way  to  relieve  the  pressure 
is  with  a  foundation  drainage 
system.  This  consists  of  a  line  of  4" 
perforated  fibre  pipe  installed 
along  the  outside  edge  of  the 
foundation  footing,  as  shown  in 
Figure  A.  If  area  building  codes 
permit,  discharge  lines  can  then  be 


connected  to  a  storm  sewer  or 
other  suitable  disposal  areas. 

Vertical  downspouts,  which 
collect  rainwater  from  roof  gutters, 
should  not  merely  discharge  into 
the  ground  next  to  the  house.  In- 
stead, they  can  be  connected  to 
drainpipes,  as  shown  in  Figure  B, 
which  are  installed  in  an  under- 
ground trench  about  a  foot  below 
the  surface  near  the  downspout 
and  sloping  about  "2-inch  per  foot 
as  it  runs  away  from  the  house  to  a 
storm  sewer  or  a  dry  well  (shown 
in  Figure  B). 

A  dry  well  may  be  built  using 
concrete  blocks  laid  on  their  side 
and  separated  a  few  inches  at  the 
joint  to  form  a  hollow  square  in  the 
center.  Any  dry  well  should  be 
located  at  least  fifteen  feet  away 
from  the  foundation,  and  should  be 
large  enough  to  accept  the  overflow 
from  a  heavy  rainstorm  without 
overflowing.  A  hole  3-feet  square  is 
a  minimum ;  a  3'  x  6'  to  3'  x  8'  hole 
is  better  where  there  is  heavier 
rainfall. 

THE  MIRROR  TEST 

If  your  house  is  already  up  and 
you're  plagued  by  a  damp  base- 


ment, it's  usually  the  result  of 
either  condensation  caused  by 
humid  air  inside  the  basement,  or 
leakage  and  seepage  through  the 
walls  or  floors  from  outside. 

To  find  out  which  problem  is 
causing  the  moisture,  attach  a 
small  mirror  to  the  damp  wall  with 
tape.  Leave  it  there  for  a  day  or 
two.  Then  if  both  the  mirror  and 
the  wall  are  sweating  with  moisture, 
condensation  is  the  cause  and  can 
generally  be  solved  with  better 
ventilation  or  a  dehumidifier. 


However,  if  the  mirror  remains 
dry  while  the  wall  around  it  is 


damp,  the  trouble  is  most  likely 
leakage  or  seepage.  It  is  possible  to 
remedy  the  situation  but  it  is  a 
major  undertaking.  Here  again,  a 
good  contractor  can  give  you  the 
benefit  of  both  his  experience  and 
knowledge  of  how  best  to  attack 
the  problem. 

*     *     *     *     *     * 

Flintkote,  which  made  its  repu- 
tation originally  as  the  maker  of 
roofing  products,  now  makes  build- 
ing products  for  the  entire  house. 
For  instance,  in  the  waterproofing 
and  drainage  system  described 
here,  Flintkote  makes  the  asphalt 
trowel  mastic,  the  emulsion,  the 
cement  plaster,  the  asphalt  insula- 
tion board,  and  the  drainage  pipes. 
Other  major  categories  that  en- 
hance the  Flintkote  reputation  are 
floor  tiles,  gypsum  products,  insu- 
lation, concrete,  lime,  portland 
cements,  coating,  adhesives,  and 
paper  packaging  products.  Each  of 
these  is  made  to  meet  the  same 
exacting  standards  which  made 
Flintkote  roofing  famous.  And 
which  we  still  make  today. 
The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.  FLINTKOTE 
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The  Minneapolis  Money  Machine 


While  most  of  Wall  Street  snubs  the  small  investor,  Investors  Diversified  Services  serves  him  profitably. 


The  highest  skyscraper  between 
Chicago  and  the  Pacific  Coast  is  the 
yet-to-be  finished  Investors  Diversified 
Services  building,  a  needle-like  struc- 
ture towering  51  stories  above  Min- 
neapolis. When  it  is  finished,  it  will 
be  a  monument.  In  the  meantime,  it 
has  been  something  of  a  disaster.  The 
IDS  headquarters  was  budgeted  at 
$85  million.  IDS  executives  will  be 
happy  indeed  if  the  real  estate  com- 
plex finally  comes  in  at  $120  mil- 
lion; it  could  be  higher. 

This  $35-million  miscalculation 
shook  this  huge  (assets:  $1.7  billion) 
company  to  the  core.  So  much  so 
that  the  board  decided  to  go  outside 
to  find  a  replacement  for  the  about- 
to-retire  chief  executive  and  vice 
chairman,  64-year-old  Stuart  F.  Sil- 
loway.  Under  the  prodding  of  Chair- 
man F.M.  Kirby,  whose  Alleghany 
Corp.  controls  45%  of  IDS' stock,  the 
board  put  the  headhunters  to  work. 
They  came  up  with  a  new  president, 
Charles  R.  Orem,  54,  at  the  time 
president  of  Chicago's  Armour  &  Co. 
A  financial  man,  Orem  this  December 
will  replace  Silloway  as  chief  execu- 
tive officer. 

The  move  shook  veteran  IDSers, 
but  it  drove  one  point  home:  After- 
years  of  being  a  financial  football, 
changing  hands  from  the  Kirbys  to 
the  Murchisons,  to  Bert  Gamble  and 
back  to  the  Kirbys,  IDS  was  now 
firmly  in  Kirby  hands. 

The    Kirbys,    in    spite    of   the    real 


Stuart  Silloway 


Hamer  Budge 


estate  setback,  have  themselves  quite 
a  prize.  IDS  is  a  prize  mainly  be- 
cause of  its  4,200  crack  full-time  sales- 
men. Earning  an  average  annual  com- 
mission of  a  little  over  $10,000  each, 
the  IDS  salesman  can  sit  in  your  kitch- 
en and  over  a  cup  of  coffee  sell  you 
any  one  of  17  different  financial  prod- 
ucts. In  almost  every  small  town  in 
the  country,  the  IDS  men  are  experts 
in  selling  the  veiy  small  investor  most 
brokerage  houses  scorn. 

Because  they  work  on  commission 
and  when  they  want  to,  IDS  men 
are  an  independent  lot.  For  example, 
says  CEO  Silloway,  "One  salesman, 
who  went  hunting  in  the  winter  and 
fishing  in  the  summer,  told  me,  'I 
could  make  ten  thousand  a  year  if  I 
really  worked,  but  my  wife  and  I  have 
more  fun  on  five.'  " 

Unquestionably,  Silloway  deserves 
a  great  deal  of  credit  for  the  current 
success  of  the  sales  force.  First,  he 
expanded  the  salesman's  line  from  six- 
products  to  17.  The  original  product, 
IDS  investment  certificates,  is  out- 
standing to  the  tune  of  $2  billion.  In 
1970,  they  accounted  lor  48*?  of  IDS' 
net  income.  Silloway  added  two  new 
mutual  funds  to  the  four  old  giants, 
which  include  Investors  Mutual,  the 
world's  largest  balanced  fund,  and 
Investors     Slock,     the     second-largest 


stock  fund.  He  also  added  a  full  line 
of  life  insurance  and  oil  leases.  And, 
seeing  ^a  Securities  &  Exchange  Com- 
mission crackdown  coming  on  con- 
tractual plans,  Silloway  saw  to  it  that 
IDS'  contractual  plan  had  a  spread 
load  from  the  start  in  contrast  to  the 
50%,  front-end  commission  charged 
by  most  of  the  industiy.  With  their 
briefcases  thus  bulging  with  products, 
IDS  salesmen  have  not  been  as  hard 
hit  as  most  mutual  fund  salesmen  by 
the  sales  slowdown  that  has  afflicted 
the  mutual  fund  industry  since  last 
year's  stock  market  crash.  IDS'  sales 
force  remained  intact  and  IDS'  share 
of  new  fund  sales  has  risen  from 
around  10.3%  in  1969  to  11%  cur- 
rently and  its  share  of  new  contrac- 
tual plans  from  11.9%  to  16%. 

Overall,  IDS  mutual  fund  sales  did 
fall  last  year,  but  insurance  sold 
topped  $1  billion  for  the  first  time, 
and  oil  leases  went  over  $16  million. 
As  a  result,  IDS  income  only  fell  last 
year  by  5%  to  $28.2  million,  and  will 
set  a  record  this  year. 

It  is  an  old  saying  in  the  mutual 
fund  industry  that  funds  are  "sold, 
not  bought."  IDS  is  triumphant  proof 
of  this  marketing  principle.  It  has 
built  the  largest  mutual  fund  complex 
in  the  world  and  maintained  an  ex- 
cellent sales  record  in  the  face  of  a 
performance  that  can  only  be  de- 
scribed as  mediocre.  In  the  latest 
Forbes  Mutual  Fund  Ratings,  IDS' 
biggest  funds  ranked  D  in  up  mar- 
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Charles  Orem 
FORBES,    SEPTEMBER    15,    1971 


Imagine 
your  firm  at 
50  California 

Street 

The  best 
business  address 
in  the  West. 


•  magine  yourself  stepping  off  the  cable 
Lar  as  it  slows  to  a  stop  at  California 
*nd  Davis,  where  the  new  Union  Bank 
puilding,  owned  and  developed  by  West 
,roa'st   Life   Insurance  Company,   is 

aking    shape.    This    37-story 
lower  is  destined  to  become 
•:he    cornerstone    of    this 
great  avenue  of  com- 
Inerce. 

i    Imagine     the 
ousiness  advan- 

ages    your   firm 
:ould  enjoy  with 


\ 


a  suite  in  this  prestigious  building  in  the 
heart  of  San  Francisco's  new  financial 
district;  imagine  the  features  —  1  8,000 
square  feet  of  working  space  per  floor, 
floor-by-fioor  climate  control,  recessed 
glare-free  fluorescent  lighting,  1 8  high- 
speed passenger  elevators,  a  beautiful 
spacious  plaza,  and  sweeping  views  of 
San  Francisco  and  the  Bay  —  chosen  by 
Union  Bank  for  its  Northern  California 
Headquarters  and  by  West  Coast  Life 
Insurance  Company  for  its  new  Home 
Office.  You  may  want  to  be  among 
those  who  move  up  to  this  newest  ad- 


Imagine  the  ease  of  access  to  50 
California  —  cable  car,  bus,  and  Bay 
Area  Rapid  Transit  —  all  at  your  door- 
step. If  you  prefer  to  drive,  there  is  on- 
site  parking  with  speedy  access  to  the 
nearby  freeway. 

Imagine  —  well,  you  don't  have  to 
imagine  any  longer.  You  can  call  or 
write  for  a  brochure  on  the  Union  Bank 
building  today.  Completion  date  is  set 
for  summer  of  1972,  but  the  time  to 
plan  your  move  to  50  California  is  now. 
Contact  the  exclusive  leasing  agents: 


dress  in  the  West. 

GRUBB  &  ELLIS/UNION  REALCO 

50  California  Street,  San  Francisco  94111 
Telephone  415/433-1225 
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Enjoy  the  enchanting  moods 
of  a  waterfront  life-style. 

Ever  since  man's  first  beginnings,  the  sea  has  held  an  eternal  fascination— 

with  its  ever-changing  moods  and  movements,  ranging  from 

serene  placidity  to  hypnotic  drama.  Now  a  sophisticated  return  to  the  rapture  of 

the  water  is  happening.  Coronado  Cays  is  an  exclusive 

waterfront  community  that  combines  the  traditional,  magical  manner 

of  the  Caribbean  with  the  fresh,  natural  beauty  of  the 

California  coastline.  Coronado  Cays  is  a  group  of  man-made  cays 

and  islands,  each  created  with  inspiration  and  each  dramatically  bulkheaded 

from  the  waters  of  San  Diego  Bay.  Designed  with  maximum 

security  and  privacy,  Coronado  Cays  recaptures  the  colonial  feel  of  the 

Caribbean  with  a  sentry-guarded  entrance.  Provincial  charm  has  been  nobly 

recreated  with  sweeping  pilasters  of  chalk  white,  blue-tiled  cupolas, 

brick  red  accents,  citron  exterior  touches  and  scarlet  bougainvillea  that 

blooms  along  the  network  of  malls  and  courtyards  that 

flank  the  homes.  Jamaica  Village  contains  a  premier  group  of  patio 

homes  within  a  few  steps  of  the  waterways,  boatslips  and  its  own  private  beach 

clubs.  Separated  by  a  silver  channel  is  Green  Turtle  Cay,  a  private 

collection  of  prestigious  waterfront  lots  touching  upon  the  Bay 

and  bulkheaded  for  individual  boat  docks. 

Cays  residents  will  enjoy  the  magnificence  of  the  Coronado  Cays  Club  complex, 

to  include  a  yacht  club  with  chandlery,  tennis  courts  and  superb  dining  and 

entertainment,  as  well  as  shopping  and  civic  facilities.  Return  to  the  unparalleled 

life  of  luxury  and  contentment— upon  the  water,  at  Coronado  Cays. 


San  Diego's  only  luxury 
residential  marina 


ado  Cays  is  a  development  of  Cedric  Sanders 

Corporation  and  Signal  Properties,  Inc.,  one  of 

nal  Companies.  Four  miles  south  of  Hotel  del 

\d    on  the  Silver  Strand  (scenic  Hwy.  ■?<;). 


For  your  free  brochure,  write  Coronado  Cays,  Dept.  EMN,  Coronado,  California  92118. 
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kets.  Silloway  concedes:  ''We  did  a 
mediocre  fob  for  years,  but  I  think 
we  are  doing  a  very  good  job  now." 

The  change  has  not  been  dramatic 
but  it  lias  been  measurable:  In  the 
12  months  through  June  30.  1971,  In- 
vestors Stock  Fund  turned  in  an  av- 
erage performance— which  is  more 
than  it  generally  had  done  in  the  past; 
considering  its  huge  size,  an  average 
performance  is  not  to  be  scorned. 
Much  of  the  credit  for  the  more  ef- 
fective investing  belongs  to  Thomas 
Reeves,  who  came  to  IDS  from  Mc- 
Kinsey  &  Co.  in  1967.  It  was  Reeves 
who  took  IDS  portfolios  out  of  the 
committee-system  era  and  broke  them 
into  smaller,  more  manageable 
chunks,  each  run  by  an  individual 
manager.  Reeves  departed  for  Drey- 
fus Corp.  when  he  was  passed  over 
for  IDS'  top  spot,  but  a  colleague, 
James  Murray  {see  box)  remains. 

IDS  also  has  conglomerated  into 
leasing  and  real  estate,  and  Silloway 
acquired  John  Nuveen  &  Co.,  the  big- 
gest dealer  in  municipal  bonds.  He 
negotiated  11  months,  but  found  Nu- 
veen's  asking  price  too  high.  Then 
Nuveen  took  some  large  inventory 
losses    on    bonds,    and    came    into    the 

IDS  told  at  a  bargain  price.  Silloway 
also  [licked  up  block  trader  Jefferies 
&  Co.,  which  presently  does  not  do 
business  with  IDS  funds,  though  it 
soon    will,   even    it    its    application    for 

New  York  Stock  Exchange  member- 
ship does  not  go  through. 

The  decade  of  battle  for  control 
of  IDS  has  resulted  in  a  unique  and 
very  progressive  relationship  between 

the   six   funds   and    IDS    itself.    To    re 


\'i  \i;i.v  everyone  these  days  has  his 

favorite  horror  storv  about  Wall  Street 

specialists  and  how  they  take  advan- 
tage of  investors,  big  and  small.  The 
top  traders  at  IDS  are  no  exception: 
Even  their  huge  buying  power,  they 
sav ,  does  not  protect  them  from  get- 
ling  skinned  on  occasion  by  specialists. 

Interviewed  by  Forbes  Senior  Ed- 
itor Robert  J.  Flaherty,  IDS'  two  top 
traders,  Vice  President-Brokerage 
James  A.  Murray  and  his  No.  Two 
man,  John  P.  Vervoort,  were  unusual- 
ly open  in  their  denunciation  of  some 
specialists. 

Vervoort:  "Certain  greedy,  rapa- 
cious New  York  Stock  Exchange  spe- 
cialists have  been  taking  advantage 
of  us  and  everyone  else.  They'd  take 
advantage  of  their  own  mother  if 
that  lady  didn't  know  better  than  to 
deal  with  her  own  offspring.  If  they 
do  these  things  to  us,  imagine  what 
they  do  to  brokers  who  represent 
some  small-town  doctor!  The  special- 
ist has  a  theoretical  role  to  maintain 


duce  its  exposure  to  lawsuits  during 
the  various  takeover  battles,  manage- 
ment set  up  an  arms-length  arrange- 
ment with  the  funds.  IDS  maintained 
the  contract  for  selling  shares  and  for 
managing  the  portfolios,  but  it  saw  to 
it  that  the  funds  had  largely  outside 
boards  of  directors.  The  president  of 
the  six  funds  is  Hamer  Budge,  ex- 
chairman  of  the  SEC.  Budge  is  not 
an  IDS  employee;  he  is  paid  by  the 
funds  themselves.  And  of  the  direc- 
tors, only  two  out  of  13  are  IDS  men. 

Divided  They  Stand 

Is  it  a  real  separation  of  power?  "In 
our  fund  assignments,  you  have  very 
much  the  same  responsibility  as  you 
have  with  the  SEC,"  says  Budge.  "You 
look  at  it  from  the  shareholders'  point 
of  view.  That's  the  only  job  you 
have.  When  you  also  work  for  the  ad- 
visers, as  in  most  fund  complexes,  you 
have  two  hats." 

Budge  claims  that  this  is  the  way 
most  funds  will  be  operated  in  the 
future.  He  claims  this  independence 
of  the  fund  boards  has  caused  IDS 
to  pioneer  in  the  past  in  trying  to 
make  sav  -jugs  for  its  fund  shareholders. 
For  instance,  IDS  has  recaptured  over 
■S22  million  in  brokerage  lees  which 
it  has  used  to  reduce  management 
fees.  And  Budge  figures  the  independ- 
dence  ot  the  lund  boards  caused  IDS 
to  slow  up  on  buying  speculative  let- 
ter stock  during  the  go-go  craze. 

"I  think  this  is  the  way  the  Invest- 
ment Company  Act  wanted  funds  op- 
erated," says  Budge.  "I  think  this  is 
the  wave  of  the  future.  The  interests 
of    .m    adviser    such    as    IDS    are    not 

Horror  Stories 


always  identical  to  the  interests  of 
the  shareholders.  It's  good  that  cer- 
tain questions  are  raised  to  be  sure 
people  have  a  good  answer." 

How  active  is  the  fund  board?  Too 
active  for  some  insiders  who  feel  some 
constraints  from  the  fact  that  the  fund 
boards  approve  each  portfolio  trans- 
action. Obviously  there  is  more  frus- 
tration operating  in  a  highly  struc- 
tured, somewhat  bureaucratic  atmo- 
sphere. The  meetings  with  the  fund 
representatives  are  considered  noncon- 
structive  by  some  adviser  people. 
Most  of  the  fund  board  members- 
including  President  Budge— are  not 
practicing  investment  people.  Some  of 
the  questions  that  must  be  answered 
are  no  more  relevant  than  those  your 
barber  might  ask. 

Has  IDS,  then,  set  up  an  ideal  way 
to  invest?  Certainly  not.  Its  very  size 
leads  to  rigidities,  its  concern  with 
image  and  with  probity  limits  invest- 
ment flexibility.  But  in  many  ways  it 
has  indeed  come  up  with  some  of 
the  answers  to  mass  investing:  a  high- 
ly successful  merchandising  system 
for  small  investors— which  the  invest- 
ment community  as  a  whole  has  not 
been  able  to  develop;  and  a  leaning- 
over-backward  attitude  toward  avoid- 
ing the  kinds  of  conflict  of  interest 
thai  are  causing  embarrassment  and 
trouble  every  clay  for  stockbrokers 
and  money  managers. 

The  runaway  cost  of  its  new  sky- 
si  sraper  was  a  headache  last  year,  and 
so  were  slumping  mutual  fund  sales. 
But  IDS  seems  to  be  coming  out  of 
it  the  stronger  and  more  of  a  prize 
than  ever.  ■ 


James  Murray 


slock  prices  and  keep  an  orderly  mar- 
ket. In  reality,  some  specialists  just  try 
to  use  the  monopoly  to  make  as  much 
money  as  they  can." 

Jim  Murray  documents  what  he 
claims  is  by  no  means  an  isolated  case. 
IDS  wanted  to  buy  a  big  block  of 
250,000  shares  of  stock  at  around  $80 
a  share.  The  specialist  on  the  New 
York  Stock  Exchange  wouldn't  or 
couldn't  give  any  help  in  assembling 
the  supply.  So  IDS,  through  a  broker, 
located  a  seller  with  250,000  shares 
to  sell  at  $80.  Then  the  buyer  and 
seller  tried  to  cross  their  trade  through 
the  Big  Board  specialist. 

"Suddenly,"  recalls  Murray,  "I  got 
a  panic  call  from  our  broker.  'The 
specialist  wants  to  buy  50,000  shares 
for  his  own  account  at  $80.'  'Baloney,' 
I  said.  'Where  was  he  when  we  were 
looking  for  the  stock?'  So  we  did  the 
deal  on  the  Midwest  Stock  Exchange. 
Why?  Well,  first,  if  the  deal  had  been 
executed  on  the  Big  Board,  the  spe- 
cialist probably  would  have  taken  the 
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Questions  for  executives 
with  urgent 
building  commitments 

If  you  are  thinking  of  a  new  plant  or  adding  to  your 
present  one,  here  are  some  important  questions 
to  consider. 

•  Will  the  project  be  completed  on  time? 

•  Will  it  be  completed  within  the  budget  we  establish? 

•  How  soon  can  we  estimate  the  total  cost  of  the 
project— early  in  planning  stages  or  must  we  wait 
until  construction  begins  to  pinpoint  our  costs? 

•  Will  we  have  to  deal  with  several  agencies  or  can  we 
turn  the  project  over  to  one  organization  who  can  take 
responsibility  from  concept  through  completion? 

•  Can  we  be  sure  that  all  phases  of  the  project  will  be 
carried  out  according  to  a  uniform  standard 

of  performance? 

•  Can  we  expect  up-to-date  and  reliable  reports  of 
construction  progress  regardless  of  the  location? 

•  Will  the  organization  we  select  have  the  internal 
flexibility  and  capability  to  meet  our  specific  needs? 

•  Can  the  organization  we  select  perform  efficiently  in 
any  geographical  area— even  overseas  if  necessary? 

Questions  like  these  can  raise  a  lot  of  doubt  during 
initial  stages  of  capital  programs.  The  Austin  Company 
can  remove  that  doubt  and  we  invite  your  inquiry 
for  a  discussion  of  its  services  in  the 
United  States,  Canada,  or  abroad.  For  further 
information  please  contact  The  Austin  Company, 
3650Mayfield  Road,  Cleveland,  Ohio  44121. 

THE  AUSTIN 
COMPANY 

Designers  -  Engineers  ■  Builders 


50,000  shares  at  $80  for  his  own  ac- 
count. So  IDS  would  have  had  50,000 
fewer  shares  than  we  wanted.  Then 
the  specialist  would  have  marked  up 
the  price,  say  two  points,  and  tried  to 
unload  the  50,000,  perhaps  to  IDS, 
making  $100,000  for  himself.  Why 
should  he?  What  did  he  do?" 

IDS  calls  the  preceding  kind  of  spe- 
cialist "a  big  shooter."  He  has  a  lot  of 
capital  and  he  really  tries  to  take 
IDS  for  a  lot  on  a  trade.  This  con- 
trasts with  the  small-time  operators 
whom  IDS  calls  "the  sharpshooters." 
These  specialists  only  take  a  few  hun- 
dred shares  for  their  own  accounts 
and  "they  try  to  one-eighth  you  to 
death  again  and  again." 

Blowing  Up 

Here's  how  Vervoort  and  Murray 
say  a  sharpshooter  took  an  extra 
$1,400  on  an  IDS  trade:  IDS  put  in 
a  small  order  for  700  shares  of  a  very 
expensive  stock  at  the  market  price, 
$254,  with  a  broker.  After  telephon- 
ing his  order  to  the  broker,  Vervoort 
was  watching  the  tape.  He  saw  some 
shares  go  through  at  $252,  down  $2. 
A  few  minutes  later  he  saw  his  own 
order  cross  the  tape— at  $254!  A  lit- 
tle later  the  stock  was  down  again. 

"I  blew  up,"  says  Vervoort.  "That 
was  lousy  execution  by  the  broker. 
We  should  have  gotten  the  stock  at 
$252,  but  I'll  bet  the  specialist  sold 
short  to  fill  our  order  at  $254,  then 
immediately  covered  at  $252.  He 
must  have  made  himself  a  quick 
$1,400.  Sure  enough,  when  our  bro- 
ker checked,  he  found  the  specialist 
had  sold  short." 

Jim  Murray  claims  that  a  study  of 
trading  on  that  31 -million-share  day, 
Aug.  16,  will  show  the  specialists 
overreacted.  "Look  at  how  many 
stocks  closed  loivcr  that  day  than  they 
opened.  Now  why  should  most  stocks 
on  a  31 -million-share  day  close  lower 
than  they  opened?  Because  the  spe- 
cialists opened  their  prices  too  high, 
shorted  them,  and  then,  as  prices 
dropped,  covered  and  made  a  bonan- 
za. I'll  bet  anything  that  their  gains 
were  unbelievable." 

He  cites  a  foreign  stock  which  was 
very  active  that  day.  At  the  opening 
bell  there  was  a  deluge  of  sell  orders. 
The  stock  opened  down  25%  from 
the  Friday  close,  but  it  rallied  and 
closed  nearly  15%  above  the  opening. 
"The  specialist  must  have  made  a 
killing,"  says  Murray.  "He  probably 
opened  the  stock  very  low,  bought 
the  stock  for  his  own  account,  then 
liquidated  at  a  nice  profit  when  the 
buyers  started  to  come  in." 

Obviously,  there  is  more  to  the 
price  a  specialist  sets  than  mere  sup- 
ply or  demand.  Especially  when  the 
stocks  with  the  big  buying  demand  go 
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Not  exactly  non-stop. 

You'll  have  to  pick  up  a  space  capsule 
at  Cape  Kennedy. 

But  Greyhound's  bus  lines  will  get  you 
to  Kennedy. 

(In  fact,  every  day  we  travel  a  distance 
equal  to  five  moon  trips.) 
Our  Florida  Parlor  Car  sightseeing 
buses  will  show  you  the  highlights  at 
the  space  center. 

And  what  you  see  could  be  a  Mercury 
capsule  delivered  by  Greyhound  Van 
Lines. 

Or  some  space  equipment  dreamed 
up  with  the  help  of  our  subsidiary, 
Consultants  and  Designers. 

There's  just  no  telling  where  The  Dog 
will  show  up  next. 

But  one  thing's  for  certain,  the  sky's 
no  limit. 

Greyhound 

In  space  planning,  too,  we've  got  more  going  for  you. 
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An  apology  for  advertising  Plymouth  Gin. 


Plymouth  Drinkers,  forgive  us 
For  years  you  had  Plymouth  to 
yourself.  It  was  like  Acapulco 
before  the  crowds. 

Now,  the  time  has  come 
to    acquaint    more    Ameri- 
cans with  our  English  Gin. 

But  rest  as- 
sured everything 
else    will    remain 


unchanged.  The  monk  on  oix 
label.   Our  Refectory,  where 
the  Mayflower  Pilgrims  met. 
And  our  prized  ingredients. 
Finally,  our  price  will  remain 
mildly  extravagant. 

The  world  may  be  watch- 
ing, but  they  won't 
all  be  drinking. 


Ian  C  Coombv  Choirman 
Coates&Co  (Plymouth)!.*) 


SID  REMEMBERS 

with  his 


MINOX 


As  president  of  Advertising  Age,  Sidney  R. 
Bernstein  meets  hundreds  of  people.  Remem- 
ber them  all?  Impossible!  So,  he  snaps  away 
with  his  Minox-for  business  and  for  fun-at 
interviews.  Conventions.  Meetings.  To  note 
memorable  ads  and  displays,  and  to  capture 
unique  billboards.  And  just  for  pleasure  on 
trips  and  at  home,  to  catch  both  candid  color 
and  B/W  shots  of  family  and  friends. 
Minox  users  always  get  the  shots  they  want- 
each  one  perfectly  exposed  because  the  elec- 
tronic, computerized,  lightweight  4  02.  Minox 
C  camera  is  totally  automatic.  Just  drop  in  a 
film  cartridge  and  start  blasting  away. 
This  year,  gift  yourself,  clients  and  friends. 
At  all  fine  camera  counters. 

MINOX  USA  m 

P.O.  Box  1060,  Woodside.  N.Y.  11377     r£!?£?C3 


T*5*KT  TO 
BE  KH3II? ?9i 

The  book  that  tells  the  full  story  of 

Bernard  Comfeld  and  I.O.S. 

by  Charles  Raw,  Bruce  Page, 

and  Godfrey  Hodgson 

"Asplendid  story  quite  splendidly  told" 
-JOHN  KENNETH  GALBRAITH 
Book  World  (Front-page  review) 

"A  brilliant  piece  of  investigative 
journalism."—  FinancialTimes  (London) 

S8.95  THE  VIKING  PRESS 


down  during  the  day,  and  the  stocks 
with  the  big  selling  demand  go  up. 
Monopoly,  thy  name  is  Money! 

It's  not  just  the  occasional  skinning 
that  outrages  men  like  Vervoort  and 
Murray.  They  feel  that  this  kind  of 
manipulation  makes  the  markets  more 
volatile.  "Look  what  happened  to  us 
with  GM,"  says  Vervoort.  "IDS  sold, 
say,,  14,500  shares  just  to  round  off  a 
holding  to  an  even  1  million  or  so. 
Suddenly  a  rumor  went  about  that 
someone  was  trying  to  sell  a  big  block 
of  500,000  shares.  The  stock  began  to 
fall.  Suddenly  it  was  750,000  shares. 
Suddenly  1  million. 

"The  specialist  of  that  stock  didn't 
start  that  rumor,  but  I  was  surprised 
he  hadn't  checked  it  out  with  us. 
The  rumor  was,  it  was  IDS  who  want- 
ed to  sell,  and  I  knew  we  weren't  sell- 
ing. I  kept  getting  calls,  'Come  on, 
now!  We  know  it's  you.'  And  I  knew 
it  wasn't  anyone  else  because  any] 
one  who  had  that  big  a  block  would 
have  approached  us  as  a  prime  holder 
to  buy  it. 

"Finally  I  called  up  the  specialist 
and  told  him,  'Cut  it  out.  There  is  no 
block  and  I  am  not  selling.'  So  the 
slide  stopped  at  three  points.  But  we 
had  over  1  million  shares  in  our  port- 
folios, and  the  value  of  our  funds  was 
knocked  down  by  over  $3  million. 
Look  at  the  impact,  not  only  on  us, 
but  on  the  country." 

Break  the  Monopoly 

Why  trade  on  the  Big  Board  with 
its  specialists  who  take  you?  "They 
have  the  only  candy  store  in  town," 
says  Jim  Murray.  "It's  where  the  big 
volume  is  attracted.  St)  we  try  to  work 
with  any  specialists  who  will  work 
with  us.  But  some— there's  just  no  way 
to  deal  with  them.  They  take  us  every 
time.  So  I'd  like  to  see  a  little  more 
competition  and  a  lot  more  disclosure 
for  specialists  when  the  stock  market 
trading  is  finally  reformed."  He  asks, 
for  example,  why  should  the  special- 
ist alone  have  access  to  the  hook 
wherein  are  recorded  all  buy  and  sell 
orders  over  and  above  the  market 
price?  That  is  valuable  and  privileged 
information  bearing  on  which  way 
the  market  is  likely  to  go.  Why  should 
only  the  specialist  have  it?  And  why 
shouldn't  there  be  competing  special- 
ists? And  a  tape  which  shows  wheth- 
er a  specialist  is  selling  or  buying  for 
his  own  account? 

Vervoort  and  Murray  take  strong 
issue  with  the  recently  issued  William 
McChesney  Martin  report  on  stock 
market  reform.  Creating  a  single  mo- 
nopoly market,  they  feel,  would 
strengthen  the  specialist's  monopoly 
rather  than  lessen  it.  And  if  IDS  isn't 
safe  under  the  present  system,  then 
who  is? 
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"I  could  sue  the  president 
of  the  advertising  agency  paying  me 

to  write  this  ad!9 


I  work  for  a  New  York  adveitis- 
agency.  And  my  boss,  the  presi- 
nt  of  the  agency,  likes  me. 

Last  Christmas,  "to  reward  my 
/alty  and  hard  work"— those  were 
>  wprds— he  made  me  a  stockholder 
the  corporation. 

While  working  on  this  ad,  I  real- 
•d  I  could  turn  around  and  use  the 
>ck  he  gave  me  to  sue  him.  And  every 
ler  officer  and  director  of  the  cor- 
ration,  too,  for  that  matter. 

The  agency  I  work  for,  probably 
t  unlike  your  company,  is  small 
ough  so  that,  if  I  just  keep  my  eyes 
d  ears  open,  I  can  know  everything 
ey're  doing  or  are  about  to  do. 

I  can  sue  if  I  think  my  boss  is 
nding  too  much  time  away  from  the 
ice.  And  not  enough  with  clients.  Or 
think  some  publicity  he  got  endan- 


gered the  value  of  my  stock. 

Or  if  I  think  the  financial  reports 
we  stockholders  have  been  getting  are 
inadequate.  Or  any  other  of  a  hundred 
reasons. 

By  the  time  I  got  through  with 
it,  the  small  agency  I  work  for  would 
be  a  lot  smaller. 

But  even  more  than  I  like  my 
stock,  I  like  my  boss.  So  I'm  not  going 
to  sue  him.  Not  now  anyway.  The  point 
is  I  could. 

Every  director  and  officer  of  a 
small  corporation  needs  protection 
against  his  stockholders.  Even  more 
than  the  president  of  General  Motors 
needs  protection  against  his.  Because 
if  you're  sued,  the  legal  fees  alone 
could  wipe  you  out.  Even  if  you  win. 

Yet  until  recently,  there  was  no 
protection  you  could  get. 


American  Home  Assurance 
Company,  already  the  country's  largest 
insuror  of  directors  and  officers  of  large 
corporations,  is  now  making  Directors 
&  Officers  Liability  Insurance  available 
to  small  corporations,  too.  Those  with 
assets  of  $7.5  million  or  less.  Public, 
private,  or  family-owned. 

And  the  premium  is  suprisingly 
low.  A  minimum  of  $  5,000  for  three 
years  for  a  limit  of  coverage  of  $1  mil- 
lion. 

Send  for  our  booklet.  Write: 
American  Home  Assurance  Company, 
Dept.  A- 14,  102  Maiden  Lane,  New 
York,  New  York  1 0005  .Then  talk  it  over 
with  your  insurance  agent  or  broker. 

You  should  protect  yourself 
against  your  stockholders  for  the  same 
reason  my  boss  has  protected  himself 
against  his. 


American  Home  Assurance  Company 

A  member  company  of  American  International  Group. 


PLUG  US  INTO  THEM.  OR  VICE  VERSA. 


Paradox 

The  travel  industry  is  in  a  slump.  Are  people  traveling 
less?  No,  they're  traveling  more.  But  there's  a  rub. 


The  858-billion  travel  industry  has 
never  quite  gotten  over  the  lavish 
Grand  Tour  of  the  early  1900s.  Trav- 
el was  for  splurging,  like  tasting  for- 
bidden delights,  living  like  you  never' 
did  at  home.  In  the  late  Sixties  the 
airlines  loaded  up  on  heavy-capacity 
jets  costing  S20  million  to  $30  mil- 
lion each,  counting  on  greater  com- 
fort and  luxury  to  fill  them.  Tour  op- 
erators sprang  up  across  the  land 
sponsoring  a  raft  of  "If  This  Is  Tues- 
day. It  Must  Be  Belgium,"  raceabouts 
at  $1,500  a  crack.  Eager  business- 
men rushed  to  build  high-priced  ho- 
tels and  resort  developments.  Del 
Webb,  whose  Del  E.  Webb  Corp. 
owns  the  Sahara  and  the  Thunderbird 
hotels  in  Las  Vegas,  spoke  enthusias- 
tically, of  the  day  when  the  $15,000- 
a-year  construction  worker  would  reg- 
ularly trot  his  family  off  to  Webb's 
plush  casinos  for  their  vacation. 

For  a  time,  results  measured  up  to 
expectations.  The  travel  industry  grew 
during  most  of  the  1960s  at  a  rate  of 
10$  to  12%,  which  further  warmed 
the  enthusiasm  for  expansion. 

The  projections  were  right.  But 
they  were  also  wrong.  True,  more 
and  more  people  took  more  and  more 
trips.  But  they  began  watching  their 
budgets.  U.S.  airlines  lost  $175  mil- 
lion last  year  and  probably  won't  do 
much  better  in  1971.  Instead  of  fly- 
ing those  big  jets,  vacationers  have 
turned  in  large  numbers  back  to  the 
automobile  trip.  At  least  20  of  the 
biggest  tour  operators,  the  people  who 
concentrate   on    foreign   travel,    have 


gone  broke  recently.  Travelers  are 
staying  not  so  much  at  fancy  resorts 
and  hotels,  but  in  cut-rate  motels  and 
campgrounds.  The  occupancy  rate  of 
US.  hotels  has  sunk  to  less  than  55%, 
the  lowest  level  since  1931,  and  ho- 
tel profits  for  1970  were  down  56%. 

Likewise,  a  bevy  of  high-priced  res- 
taurants has  gone  out  of  business, 
even  in  a  good  restaurant  city  like 
New  York.  For  example,  Cafe  Chau- 
veron  and  Voisin  have  recently  dis- 
appeared. Booming  in  their  place  are 
bargain  spots  that  slap  down  steak 
and  beer.  Even  the  gamblers  are  stay- 
ing away  from  the  luxury  spots.  In 
Las  Vegas,  Forbes  found  the  high- 
rollers  are  now  staying  at  the  lower- 
priced  motels. 

'The  only  people  that  have  any 
money  are  the  Japanese  tourists,"  com- 
plains a  San  Francisco  hotelman. 
Some  travelmen,  of  course,  will  tell 
you  that  this  is  part  of  a  normal  cycle. 
There  was  a  stock  market  crash  and 
recession  in  1970;  the  consumer  will 
soon  start  spending  again. 

Will  he,  though?  Eugene  Fodor,  the 
veteran  travel  guide  editor  who  is 
coming  out  with  a  new  book  on  Eu- 
rope on  a  budget  early  next  year, 
thinks  the  economy  approach  to  trav- 
el is  here  to  stay  because  of  its  built- 
in  freedoms.  That's  a  big  concession 
for  a  man  who  made  a  career  writing 
travel  books  for  the  affluent  traveler. 

The  problem  with  the  U.S.  travel 
industry  is  that  it  has  been  organized 
for  extracting  top  dollars  from  the 
traveler,  not  toward  diverting  him  in- 


A  quiet  Commodore  Hotel  finds  New  York  not  such  a  "fun  city"  this  summer. 
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expensively.  The  airlines  have  vied  to 
produce  the  best  gourmet  meal  at 
30,000  feet.  When  hotels  in  the  Ca- 
ribbean felt  a  good  whiff  of  busi- 
ness, they'd  raise  rates  to  $100  a  day 
and  overbook.  T  remember  one  place 
in  the  Bahamas,"  says  Fodor,  "where 
it  was  $85  a  day  without  meals.  I 
lasted  one  day."  Across  the  country, 
it's  hard  to  find  a  motel  room  for  two 
costing  under  $20  a  night. 

So  per-capita  spending  for  travel 
has  been  declining  in  this  country 
even  as  there  have  been  more  trav- 
elers. Americans  who  travel  spent  5.4% 
of  their  disposable  income  traveling  in 
1947.  Now  it's  nearer  2%.  Overseas 
travel  is  in  an  uproar,  partly  because 
of  the  growth  of  the  20  or  more  char- 
ter airlines,  which  cut  regular  fares 
by  at  least  40%.  They  have  won  a  third 
of  the  transatlantic  traffic  (charters 
take  70%  of  the  West  Coast-to-Eu- 
rope  business-)  and  they  are  picking 
up  more  because  the  scheduled  lines 
don't  know  which  way  to  turn.  Luft- 
hansa's charter  line,  CondoivFlug- 
dienst,  is  rumored  to  be  ready  to  of- 
fer 747  flights  overseas  for  $120. 

Most  inter-European  travel  is  now 
organized  by  large  tour  operators  who 
promote  "inclusive"  charters.  Anyone 
can  go,  there  are  a  great  number  of 
options  in  stops,  and  rates  are  rock 
bottom.  Notes  Martin  B.  Deutsch,  edi- 
tor and  publisher  of  six  travel  publi- 
cations for  the  Reuben  H.  Donnelley 
Corp.:  "At  $100  a  week,  it's  a  lot  dif- 
ferent vacation  structure  from  here." 

Camping  Spree 

The  same  trend  is  apparent  in  the 
U.S.  Holiday  Inns,  for  example,  has 
placed  1,350  attractive  motels  at 
strategic  locations  around  the  coun- 
try. Only  now  there  is  the  boom  in 
camping  out  (40  million  Americans 
will  this  year)  and  Holiday  Inns  has 
had  to  shift  gears.  It's  already  build- 
ing 43  Trave-L-Parks  to  catch  the 
camper.  Ramada  Inns,  Venture  Out  in 
America  (a  subsidiary  of  Gulf  Oil) 
and  several  other  big  operators  are 
taking  a  similar  route  to  share  in  a 
market  that  pays  $3.50  a  night  rather 
than  $20.  "There  are  now  as  many 
camping  vehicles  on  the  road  as  there 
are  motel  and  hotel  rooms,"  says  Som- 
erset R.  Waters  of  travel  consultants 
Child  &  Waters.  "Obviously,  these 
people  are  substituting."  Budget  mo- 
tels charging  only  $11  a  night  are 
springing  up  along  the  interstate  high- 
ways near  the  chain  motels. 

It  would  seem  that  the  convention- 
al travel  industry  is  bucking  two  ir- 
resistible trends:  the  inflationary 
squeeze  on  middle-class  people's  poc- 
ket books;  and  the  deep-seated  urge 
among  the  young  and  would-be  young 
to  shuck  frills  and  get  back  to  basics." 
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Textron  Goes  Its  Own  Way 

Is  the  age  of  conglomeration  over?  Textron,  granddaddy  of  the 
conglomerates,  argues  it  has  barely  scratched  the  surface. 


Most  observers  argue  that  the  reso- 
lution last  month  of  the  antitrust  suit 
against  International  Telephone  & 
Telegraph  Corp.  marks  a  decisive  end 
to  conglomerate  mergers,  but  not  G. 
William  Miller,  46,  president  of  Tex- 
tron, Inc.,  Providence,  R.I.'s  pioneer- 
ing New  England  conglomerate.  A 
brisk,  bright,  ebullient  man,  conglom- 
erator  Miller  sees  no  reason  to  expect 
that  Textron  will  have  any  more  trou- 
ble making  acquisitions  in  the  future 
than  it  ever  did  in  the  past.  For  one 
thing,  Miller  thinks  of  Textron  as  a 
small  company,  despite  the  $67  mil- 
lion it  earned  in  profits  last  year  on 
$1.6  billion  in  sales  and  $976  million 
in  assets. 

"ITT  made  a  series  of  big  mergers," 
Bill  Miller  says.  "Textron  has  not.  And 
the  need  for  combinations  of  busi- 
nesses is  going  to  continue.  The  need 
to  provide  capital  for  growth,  to  re- 
solve estate  problems,  to  offset  cycles 
and  storms  brought  companies  to  us 
in  the  past,  and  I  think  it  will  in  the 
future.  Once  the  uproar  has  abated, 
I  don't  think  there  would  be  an  ob- 
jection to  Textron's  strengthening  it- 


Two-Woy  Sfreef.  In  a  deal 
with  Tokyo's  Max  Co.,  Textron 
sells  Max  staplers  under  the 
Bostitch  name  in  the  U.S.  Max 
reverses     he   process   in   Asia. 


self  through  acquisitions  to  partici- 
pate in  the  American  or  world  econ- 
omy. Over  the  next  50  years  there's 
going  to  be  a  tremendous  shortage 
of  capital,  and  if  we  can  do  a  better 
job,  get  higher  yields  on  our  capital, 
therefore  using  it  more  effectively, 
we'll  be  doing  everybody  a  service." 

Out  of  Step? 

To  some  extent,  of  course,  Miller 
considers  the  question  academic. 
While  Textron  was  built  on  acquisi- 
tions, acquisitions— at  least  in  the  U.S. 
—are  the  last  thing  that  Miller  has 
in  mind  these  days.  The  acquisition 
climate  has  changed,  and  so  has  Tex- 
tron. Miller  no  longer  considers  Tex- 
tron a  conglomerate,  but  a  "diversified 
manufacturing  company."  It  is  chief- 
ly a  domestic  manufacturing  com- 
pany, but  if  Bill  Miller  has  his  way, 
that,  too,  is  likely  to  change.  "We're 
a  producing  company,"  he  says,  "and 
we're  looking  at  a  trend  where  the 
U.S.  is  less  and  less  a  producing  coun- 
try. It's  a  service  country.  So  in  a 
sense  we  have  some  skills  that  are  not 
really  going  to  be  required  in  the 
major  growth  pattern  in  the  U.S." 

Textron  could  advance  into  the  ser- 
vice area  itself,  and  Miller  would  like 
to  do  so,  but  partly  because  service 
industries  are  alien  to  its  experience, 
it  has  yet  to  make  a  move,  though 
Miller  admits  he  has  considered  life 
insurance  and  finance  as  possibilities. 
"So  far,  the  ones  we've  looked  at 
haven't  been  right." 

The  alternative,  of  course,  is  to 
move  overseas,  to  Europe  or  to  the 
Pacific,  where  the  production  of  goods 
is  still  central  to  most  major  econo- 
mies. "Wouldn't  it  be  better,"  Miller- 
says,  "to  use  our  skills  in  places  where 
they're  going  to  be  needed?" 

There  are  other  reasons  of  course. 
As  an  asset  manager,  Miller  is  well 
aware  that  the  growth  rate  both  in 
Europe  and  in  much  of  the  rest  of 
the  world  far  exceeds  that  of  the  U.S., 
and  that  such  markets  almost  invari- 
ably offer  significantly  higher  rates  of 
return  than  a  mature  economy  like 
that  of  the  U.S.  can  afford:  "We're  a 
long  way  from  being  a  broadly  based 
transnational  company,"  he  says,  "but 
our  ambitions  lie  that  way." 

But  Miller's  is  not  simply  wishful 
thinking.  Last  year  Textron  borrowed 
$30  million  in  Eurodollars  and  set  up 
Textron  Atlantic  as  a  base  for  devel- 
oping a  product  group  in  Western 
Europe,  and  it's  now  planning  a  Tex- 
tron Pacific  for  the  Far  East.  Textron 


Atlantic  will  not  simply  find  outlets 
in  Europe  for  products  Textron  pro- 
duces in  the  U.S.,  it  will  also  develop 
products  in  Europe  for  Textron  to  sell 
in  the  U.S.  and  throughout  the  world. 
Eventually,  Miller  envisions  a  time 
when  Textron  will  be  able  to  produce 
units  or  components,  without  regard 
to  national  boundaries,  wherever  it 
can  do  so  most  economically. 

So  far,  Textron's  foreign  commit- 
ment is  small— around  $178  million  in 
sales  last  year,  or  11%  of  Textron's 
total— and  of  that  half  were  exports. 
But  that  commitment  is  growing.  For 
instance,  Textron  paved  the  way  for 
the  entry  of  its  Bostitch  subsidiary 
into  the  Eastern  European  market, 
and  it  also  acquired  two  companies, 
one  in  Switzerland,  the  other  in  Brit- 
ain, that  put  Talon's  slide  fastener 
products  in  the  European  markets  for 
the  first  time. 

But  Miller  has  no  intention  of  sim- 
ply extending  Textron's  domestic  busi- 
ness overseas.  He  expects  to  acquire 
new  lines,  based  in  Europe,  that  will 
operate  on  a  worldwide  scale.  With 
typical  Textron  respect  for  divisional 
autonomy,  Miller  shies  away  from 
the  idea  of  creating  a  European  affili- 
ate to  market  all  of  Textron's  products. 
He'd  rather  that  each  company  func- 
tion independently  on  a  worldwide 
basis.  "You  dilute  the  real  effective- 
ness of  marketing  a  product  world- 
wide by  breaking  it  into  departments. 
You're  better  off  taking  a  Bostitch  and 
letting  it  plan  a  worldwide  business 
on  its  own." 

Balance  Does  It 

In  its  European  invasion,  Textron 
is  admittedly  moving  slowly  and  cau- 
tiously, but  such  conservatism  has 
paid  off  handsomely  before— in  an  av- 
erage 18%  return  on  common  equity 
in  recent  years,  and  in  a  stability  that 
few  other  conglomerates  can  match 
these  days.  At  a  time  when  some  of 
the  most  prestigious  multicompanies 
in  U.S.  industry  have  reported  sharp 
declines  in  profits— FMC,  for  instance, 
Litton,  even  Transamerica— Textron's 
earnings  slipped  only  10%,  and  with 
first-half  earnings  up  3%,  the  chances 
are  that  Textron  will  recover  most  of 
the  lost  ground  by  the  end  of  the 
year.  Certainly  the  prospects  of  Tex- 
tron's capital  goods  businesses  have 
brightened  perceptibly  since  the 
President's  new  economic  policy  pro- 
posed to  restore  the  investment  credit. 

For  Textron's  stability,  Miller  cred- 
its the  balance  that  Textron  has  care- 
fully sought  after  over  the  years,  pit- 
ting aerospace  against  machine  tools, 
industrial  goods  against  consumer 
products.  Textron— Atlantic,  Pacific, 
worldwide— should  strengthen  that 
balance  even  more.   ■ 
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Why  owning  tracks 

is  bad  for  you  and 
good  for  us. 


We'll  make  you  a  bet  that  you 
don't  know  what  your  total 
trucking  costs  really  are. 

Okay,  ready?  Do  you  know 
the  cost  of  management  time 
devoted  to  your  trucking  opera- 
tion? The  cost  of  clerical  work? 
Of  parts  and  inventory?  Have 
you  figured  in  the  interest  you 
pay  on  your  investment  in 
trucks?  The  cost  of  your  garage 
or  parking  space?  The  fringe 
benefits  you  pay  to  your  garage 
employees? 

And  what  about  those  little 
commonplace  costs  like  lost 
driver  time  when  a  truck 
breaks  down?  Or  bad  customer 
relations  when  a  shipment  gets 
delayed? 

The  point  is  that  there  may 
be  a  lot  of  hidden  costs  involved 
in  owning  your  own  trucks. 

Maybe 'the  arithmetic  would 
work  out  better  if  you  leased 
new  Ford  trucks  from  Ryder. 
And  let  Ryder  handle  all  the 
headaches  of  fuel  purchasing, 


repairs,  maintenance,  parts, 
licensing,  tax  reporting, 
insurance  and  paperwork. 

First,  you'd  eliminate  one  of 
your  long-term  investments. 
Which  could  make  your  balance 
sheet  look  better  because  you'd 
show  the  same  amount  of  profits 
with  a  smaller  capital  investment. 

But  even  more  important, 
your  people  and  your  dollars 
would  be  working  more  effi- 
ciently if  you  took  them  out 
of  the  trucking  business  and  put 
them  into  your  real  business. 

At  Ryder,  our  real  business 
is  trucks.  And  we're  so  efficient 
at  it  that  we've  grown  to  the  point 
where  we  have  34,500  vehicles 
on  the  road.  315  company-owned 
locations  all  across  the  country. 
We'd  like  to  suggest  that  you 
take  care  of  your  business 
and  let  us  take  care  of 
your  trucks.  We'll  probably 
both  come  out  ahead. 

We  want  your  headaches. 


loll-free  number 
800-327-6201. 


CALL  OR  WRITE  BRAD  BRADBURY,  MCE  PRESIDENT,  SALES,  RYDER  TRl  'CK  RFNTAL.  2701  SOUTH  BAYSHORE  DRIVE.  MIAMI.  FLORIDA  33133. 


How  the 
UNION  PACIFIC 
WEST  is  Winning 


PLANT 
SITES! 


By  offering  strategic  locations 
. . .  either  in  completely  devel- 
oped Industrial  Parks  or  re- 
mote trackside  parcels.  Total 
transportation  is  a  requisite  of 
economical  distribution.  In 
the  Union  Pacific  West  you  can 
usually  locate  your  plant  within 
hours  of  your  prime  markets. 

Confidential  answers  to  your 
questions  regarding  resources, 
both  natural  and  human,  to- 
gether with  tax  structures,  zon- 
ing laws,  weather,  housing, 
school . . .  even  recreational 
facilities. 


Just  call  or  write 
John  W.  Godfrey, 
Chief  Executive 
Officer, 
Land  Division, 
Union  Pacific, 
Omaha, 
Nebr.  68102 


Wall  Street's  First  Reading 


Who  will  be  helped,  who  hurt  by 
Nixon's  dramatic  economic  moves? 
Wall  Street  already  has  made  its 
initial  assessment.  The  Dow  Jones 
industrials  as  a  whole  went  up  just 
5%  in  the  following  weeks,  but 
many  individual  stocks  soared.  On 
the  Big  Board,  the  biggest  gainer 
was  American  Export  Industries, 
an   obvious   play   on   a  pickup   in 


U.S.  trade.  Among  the  50  top  gain- 
ers' (beloiv)  there  was  a  good 
sprinkling  of  machinery  and  leas- 
ing company  stocks  (expected 
beneficiaries  from  the  investment 
credit);  of  steel  stocks  (on  an  ex- 
pected setback  for  Japanese  com- 
petitors); and  on  railroad  and  rail- 
road equipment  stocks  (leveraged 
plays  on  a  pickup  in  the  economy) . 


50  Best  Performers 

Per  Cent 

Price/ 

Gain 

8/31 

1971 

Earnings 

Company 

8/13-8/31 

Price 

Range 

Ratio 

American  Export  Industries 

47.6% 

7% 

14%-  4% 

— 

Brown  &  Sharpe  Manufacturing 

47.6 

15»/2 

16y8-10 

— 

Wheeling-Pittsburgh  Steel 

32.5 

19% 

20%-lli/2 

5 

National  Union  Electric 

31.5 

26% 

28%-  9% 

48 

Arlen  Realty  &  Development 

31.0 

133/4 

18%-  9% 

31 

Giddings  &  Lewis 

30.8 

14% 

15%-10% 

— 

NVF 

30.7 

i6y2 

20%-  8% 

5 

Sonesta  Inf  I  Hotels 

29.7 

6 

8    -  4% 

— 

Weatherhead 

29.4 

133/4 

14%-  9% 

— 

U.S.  Leasing 

29.0 

34% 

36Vs-15 

27 

Carlisle 

28.5 

185/8 

19%-13% 

15 

Rio  Grande  Industries 

28.1 

233/8 

24%-133/4 

12 

Maremont 

28.0 

24 

25i/8-10i/4 

17 

Wean  United 

27.5 

8% 

9%-  6 

— 

Memorex 

26.8 

37% 

791/2-2534 

— 

Houdaille  Industries 

25.8 

14% 

15%-11% 

19 

Cowles  Communications 

24.7 

12 

12%-  8 

— 

Latrobe  Steel 

24.6 

8% 

12     -  7 

— 

Salant  Corp. 

24.1 

2iy4 

22%-16% 

14 

Gibraltar  Financial 

24.0 

23y4 

26%-18 

15 

Talcott  National 

23.9 

22 

25i/2-17i/2 

14 

Penn  Central 

23.8 

6% 

7%-  4% 

— 

Sprague  Electric 

23.4 

11% 

16%-  9% 

— 

Union  Corp. 

23.3 

13% 

193/4-  6% 

32 

Dial  Financial 

23.3 

17% 

183/8-13 

15 

Budd 

23.3 

13% 

15     -10% 

— 

Leaseway  Transportation 

23.2 

48% 

48% -25% 

31 

Reading  Co. 

22.6 

8'/8 

9%-  5 

— 

United  Financial 

22.6 

9'/2 

13     -  7 

50 

Federal  Naf  I  Mortgage 

22.5 

703/4 

73     -55 

35 

Great  Western  Financial 

22.2 

26% 

28%-20% 

24 

Fluor  Corp. 

22.0 

27 

30%-20 

18 

Chicago  Pneumatic  Tool 

22.0 

43 

45%-35 

15 

Cincinnati  Milacron 

21.8 

44% 

48%-36% 

61 

St.  Louis-San  Fran.  Ry. 

21.8 

55»/4 

56%-43% 

10 

Eastern  Air  Lines 

21.6 

20% 

28%-14% 

— 

Harsco 

21.6 

22% 

23%-17% 

11 

Bates  Manufacturing 

21.6 

13% 

19%-  9% 

12 

First  Charter  Financial 

21.5 

26% 

53%-20 

18 

Warner  &  Swasey 

21.5 

34% 

36% -26 

43 

Lukens  Steel 

21.5 

20% 

24%-16% 

17 

Walter  E.  Heller  Corp. 

21.5 

26% 

28%-21% 

15 

Walworth 

21.4 

6% 

6%-  3% 

— 

Monarch  Machine  Tool 

21.1 

22% 

24    -173/4 

30 

McCord  Corp. 

21.1 

283/4 

313/8-23i/2 

10 

Berkey  Photo 

20.9 

13 

13%-  7% 

24 

Leesona 

20.9 

17% 

21%-14 

19 

Inland  Steel 

20.8 

32 

33%-26% 

10 

Winnebago  Industries 

20.7 

65% 

69%-17 

62 

Em  hart 

20.7 

34% 

443/8-27 

12 

60 
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Surprisingly,  however,  the  mar- 
ket did  a  double  take  on  the  auto- 
mobile stocks.  After  running  up 
sharply,  they  subsided.  Apparent- 
ly investors  quickly  began  to  doubt 
whether  the  Nixon  moves  would  be 
enough  to  cheek  the  flood  of  im- 
ports. None  of  the  four  auto  stocks 
made  the  list  of  big  gainers. 

Who  were  the  losers  from  the 
Nixon  moves  (below)?  The  Japan 
Fund  sank  along  with  the  Tokyo 
stock    market.    A    number   of    mer- 


chandisers were  hurt,  as  were  com- 
panies who  manufacture  abroad 
for  the  U.S.  market.  Among  them: 
Mattel  and  North  American  Phil- 
ips. Investors  seemed  to  feel  that 
the  import  tax  would  seriously 
hinder  their  sales  of  low-priced  for- 
eign goods.  Also  hard  hit:  gold 
stocks. 

But  these  were  only  Wall 
Street's  first  thoughts.  Undoubt- 
edly it  will  have  second  thoughts. 
And  third.    ■ 


50  Worst  Performers 


Per  Cent 

Price/ 

Loss 

8/31 

1971 

Earnings 

Company 

8/13-8/31 

Price 

Range 

Ratio 

Unishops 

35.7% 

24i/2 

44     -23% 

17 

Japan  Fund 

19.0 

10'/8 

133/4-  8% 

92 

Computing  &  Software 

17.5 

24% 

453/4-231/4 

20 

Campbell  Red  Lake  Mines 

15.0 

27 

35      251/2 

50 

Northgate  Exploration 

14.7 

7'/i 

H%-  7% 

28 

Hecla  Mining 

14.5 

18'/2 

27     -I81/2 

28 

Dome  Mines 

13.7 

62% 

73%-56y2 

38 

N.Y.  &  Honduras  Rosario  Mining 

13.6 

14»/4 

25%-14'/4 

130 

Kane-Miller 

13.6 

13% 

243/8-13 

10 

Helene  Curtis  Industries 

13.3 

V/z 

ny8-  6% 

— 

Homestake  Mining 

13.3 

24% 

31%-22 

41 

Artec  Oil  &  Gas 

12.9 

18>/2 

24     -141/4 

28 

Federal  Pacific  Electric 

12.6 

I8V4 

2iy4-14 

— 

Hamilton  Watch 

12.5 

4% 

7%-  33/4 

— 

Deltec  International 

12.5 

7 

8V4-  4% 

— 

Florida  Gas 

12.5 

251/2 

301/4-233/4 

13 

Mattel 

12.0 

283/g 

521/4-26% 

27 

Family  Finance 

11.5 

H1/2 

171/4-111/2 

10 

Sunshine  Mining 

11.3 

103/4 

I71/2-IO3/4 

36 

Elgin  National  Industries 

11.1 

5 

7%-  43/4 

— 

Associated  Brewing 

11.0 

8% 

10%-  6% 

— 

Computer  Sciences 

10.1 

8% 

17%-  8% 

25 

Arlan's  Department  Stores 

9.8 

53/4 

13     -  51/2 

— 

MEI  Corp. 

9.8 

53/4 

11     -  43/4 

— 

Manpower 

9.7 

28 

431/4-26% 

22 

Koracorp  Industries 

9.6 

10% 

191/2-  9% 

9 

American-South  African  Inv. 

9.6 

433/4 

53%-413/4 

— 

North  American  Philips 

9.6 

221/2 

31%-21% 

22 

Campbell  Soup 

9.4 

31«/4 

36     -29% 

16 

Amerada  Hess 

9.3 

53% 

711/2-43% 

13 

International  Mining 

9.3 

93/4 

151/4-  9 

— 

VWR  United 

9.2 

143/4 

17%-13y2 

13 

*  Empire  Gas 

9.2 

17% 

30     -163/4 

14 

Del  Monte 

9.1 

22% 

293/4-211/4 

13 

Grand  Union 

8.9 

253/4 

33     -25 

10 

Fairchild  Industries 

8.8 

73/4 

13%-  7% 

6 

Curtiss-Wright 

8.7 

113/4 

15%-10% 

— 

American  Bakeries 

8.7 

14% 

25     -12% 

17 

Continental  Oil 

8.7 

31% 

393/4-28% 

10 

Jostens 

8.6 

26i/2 

34%-26% 

16 

Atlas  Corp. 

8.3 

23/4 

31/2-  2% 

69 

Lucky  Stores 

8.1 

37 

471/4-331/4 

21 

Equimark  Corp. 

8.0 

253/4 

311/4-251/2 

8 

Todd  Shipyards 

8.0 

18% 

271/2  -I81/4 

— 

Quaker  Oats 

8.0 

41% 

493/4-40% 

18 

Diamond  Shamrock 

7.8. 

17% 

251/4-17% 

15 

Marathon  Oil 

7.7 

353/4 

43%-31 

12 

Sanders  Associates 

7.7 

12 

22  3/4-10% 

75 

Vendo 

7.7 

12 

171/2-113/4 

20 

Transcontinental  Investing 

7.7 

6 

11     -  53/4 

67 
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The  business 

of  making  Scotch: 

it's  become  too  much 

of  a  business. 

You've  probably  never 
had  the  opportunity  to  drink 
a  fifteen  year  old  Scotch. 

And  the  reason,  once 
you've  stopped  to  think  about 
now  popular  Scotch  is  today,  is 
really  quite  simple. 

There  just  aren't  many 
profit-minded  businessmen 
about  to  wait  fifteen  years  for 
their  Scotch  to  fully  mature, 
when  without  too  much 
trouble  they  can  sell  a  five  or 
eight  or  twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  a  time  when  making 
Scotch  was  more  of  an  art  than 
a  business.  (This  attitude  has 
not  been  without  its  reward. 
For  nine  successive  reigns  the 
House  of  Justerini  &  Brooks 
has  been  the  holder  of  the 
Royal  Warrant.) 

Thus  it  is  that  in  a  world 
that  continually  strives  for 
the  new,  the  changed,  the 
expedient,  we  are  pleased 
to  present  you  with  a 
Scotch  made  the  way  Scotch 
was  meant  to  be  made. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smooth,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  in  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  One  sip  and  we  trunk 
you  will  agree  it  was  worth  the 
waiting. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Year  Old  Blended  Scotch  Whisky. 

The  Paddington  Corp.,  N.Y.  10020 
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Right  now, 
nearly  half  your  salesmen's  time  is  spent 
just  getting  to  appointments. 


It'sa  hard  fact  of  business  today  that  the  average  sales- 
man spends  45%  of  his  time  traveling. 

And  only  36%  actually  selling. 

That's  why  we've  developed  a  system  to  change  the 
way  salesmen  go  about  their  business. 

It's  called  Phone  Power.  And  basically  it's  designed 
to  train  salesmen  in  the  art  of  selling.  By  telephone. 

For  three  good  reasons. 

The  telephone  is  the  quickest  way  to  get  around. 
It's  also  the  cheapest.  What's  more,  it's  proving  to  be  a 
remarkably  effective  selling  tool. 

At  the  moment,  Phone  Power  is  working  for  such 
diverse  companies  as  Owens-Corning  Fiberglas,  Uniroyal 
Inc.  and  Klement  Sausage  Company  Inc.  To  name  a  few. 

To  make  it  work  for  you,  we  really  need  only  one  thing. 
Your  cooperation. 

We  need  to  know  about  you,  your  company  and  key 
aspects  of  your  selling  operation.  Then  we'll  make  sug- 
gestions about  things  like  record  systems,  group  incen- 
tive plans  and  how  to  instruct  your  salesmen. 

The  cost?  The  price  of  a  call  to  your  local  Bell  Com- 
pany Communications  Consultant,  to  let  him  know  you're 
interested. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  are  continually  looking  for 
new  ways  to  make  the  telephone  serve  business  better. 

One  way  is  to  show  business  how  to  use  it  better. 


A  Turnaround  for  Monte  Carlo? 

Prince  Rainier  has  turned  to  a  French  harvard 
MBA  to  put  his  famous  resort  back  into  the  black. 


In  an  ace  of  affluence,  is  the  old- 
fashioned  luxury  product  out  of  date? 
So  far  as  tourism  is  concerned,  it  may 
well  be.  Consider  the  plight  of  the 
Societe  des  Bains  de  Mer  of  Monte  Car- 
lo, which  just  about  owns  the  famed 
old  Mediterranean  resort.  In  its  latest 
fiscal  year,  SBM  managed  only  $1 
million  profits  on  $21  million  revenue, 
and  even  this  was  better  than  last 
year  when  SBM  lost  $500,000  on  rev- 
enues of  almost  $18  million.  Culprits 
for  the  year  ended  Mar.  31,  1970 
were  money-losing  hotels  and  heavy 
losses  on  the  baccarat  tables.  Lady 
Luck  favored  the  house  for  the  year 
ended  Mar.  31,  1971.  There  were  no 
heavy  gambling  losses.  The  hotels 
halved   their   1970  loss  to   $350,000. 


Establishments  like  the  Hotel  de 
Paris  [photo,  p.  66)  would  drive  a 
Hilton  or  Sheraton  executive  mad: 
high  ceilings,  potted  palms,  old  peo- 
ple nodding  in  the  lobbies;  such 
swingers  as  they  attract  are  middle- 
aged  to  put  it  mildly  (see  interview 
below).  Most  of  Monte  Carlo  is  too 
leisurely  to  attract  today's  big  spend- 
ers, too  expensive  to  cater  to  the  bud- 
get set.  For  years  the  company  was 
controlled  by  Aristotle  Onassis,  who 
didn't  mind  the  decayed  grandeur;  he 
lived  on  his  yacht  and  enjoyed  the 
absence  of  crowds.  But  in  1966  Mon- 
aco's Prince  Bainier  drove  Onassis  out 
by  a  tactic  open  only  to  businessmen 
who  are  also  rulers:  Bainier  had  the 
independent  principality's  government 
take  additional  company  shares,  re- 
ducing Onassis  to  a  minority  stock- 
holder. Beaten,  Onassis  tendered  his 
stock  and  hauled  anchor. 

Bainier  felt  that  Onassis  was  not 
sufficiently  interested  in  development. 
This  was  bad  for  Monaco  and  bad  for 
Banner's  family  investments.  Since 
taking  control,  however,  Bainier  has 
had  only  spotty  luck  in  restoring  the 
lost  glitter.  He  has  attracted  some 
light  industry.  He  has  brought  in  some 
convention  business  and  has  finally 
arranged  for  two  new  hotels  to  be 
built,  one  to  be  managed  by  Holiday 
Inns,  the  other  by  Loew's  Hotels. 
SBM  will  operate  Loew's  gambling  fa- 
cilities, but  SBM's  new  hotel  monop- 
oly will  be  broken.  The  hope:  to  at- 
tract younger,  still  well-heeled  tourists. 

Most  recently  Bainier  has  brought 
in  as  executive  director  of  SBM  a  live- 


Guy  de  Brignac 

ly  38-year-old  graduate  of  the  Har- 
vard Business  School,  Frenchman 
Guy  de  Brignac.  De  Brignac's  goal: 
Speed  up  the  pace,  but  keep  the  lux- 
ury image.  Says  he:  "With  a  good 
mattress  and  a  20th-century  bath- 
room, places  like  the  Hotel  de  Paris 
will  have  great  appeal  for  the  upper- 
class  American.  In  the  Eighties,  there 
will  remain  only  two  or  five  or  ten  ex- 
clusive resorts  in  the  world,  and  Mon- 
te Carlo  is  going  to  be  one  of  these." 
It  may  not  be  too  late:  There's  an 
undoubted  appeal  left  in  Monte  Car- 
lo. Even  after  paying  $6  for  a  bottle 
of  beer  at  Jimmy'z  discotheque,  the 
tourist  can  still  feel  a  thrill  finding 
himself  frugging  with  a  baron  on  one 
side  and  a  maharanee  on  the  other. 


The  Prince  As  MBA:  An  Interview  with  Rainier  of  Monaco 


One  of  the  crosses  of  running  a  business  is  having  to  deal  with  govern- 
ments. How  simple  life  would  be  without  politics!  In  theory,  Prince 
Rainier  of  Monaco  doesn't  have  this  problem.  He  rules  Monaco  and 
runs  its  chief  business,  the  Soci'efe  des  Bains  de  Mer  (Seabathing  Corp.) 
which  belongs  mainly  to  the  government,  partly  to  his  family  and  partly 
to  private  stockholders  (it  is  listed  on  the  Paris  bourse).  Rainier,  thus, 
is  the  company  and  the  government.  Does  fie  hove  on  easy  job?  Not 
the  way  he  told  it  to  Forbes'  Arthur  Jones.- 


World  tourism  lias  been  booming 
for  years.  What's  been  Monaco's 
problem? 

Bainier:  Let's  go  back  a  little  to 
when  Monte  Carlo  was  famous  in  the 
1900s.   It   was   really  a  winter  place. 


With  the  development  of  winter 
sports,  everything  changed,  and  peo- 
ple no  longer  frequented  it  in  winter, 
but  much  more  in  the  summer.  This 
was  true  of  all  the  other  places  too: 
Cannes,  Nice,  San  Bemo. 

So    we    had    to    revert    and    equip 


ourselves  for  summer  as  a  valid  sea- 
bathing resort,  and  I  think  we  are  still 
facing  the  fact  that  the  hotels  are  not 
equipped,  really,  for  this.  Plus,  there 
arc  not  enough  hotels. 

What   do    you   hope    Monte   Carlo 
tcill  become,  or  remain? 

Bainier:  I  think  we  have  to  differen- 
tiate ourselves  from  other  spots,  like 
Cannes.  I  think  we  want  to  keep 
Monte  Carlo  as  a  quality  spot  as  long 
as  possible.  I'm  not  thinking  of  the 
Grand  Dukes  of  Russia,  or  people 
like  that  who  don't  exist  any  more. 
The     American     millionaires     coming 
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SEE  HICKEY-FREEMAN  SUITS  IN  THESE  HASTINGS  STORES:   SAN  FRANCISCO:   Post  &  Kearny. 
St.  Francis  Hotel.  Montgomery  Street.  PALO  ALTO:  Stanford  Shopping  Center.  OAKLAND:  1560  Broadway. 


ifornia  the  Beautiful  on  PSA. 


There  are  a  lot  of  business-like  reasons  why 

more  California  businessmen  fly  PSA  on 

business  than  any  other  airline.  Such  as  most 

nights.  We  have  over  160  a  day  connecting  Los 

Angeles,  Hollywood-Burbank,  Long  Beach, 

San  Diego,  Ontario,  San  Francisco,  Oakland, 

San  Jose,  and  Sacramento.  Also  every-hour- 


on-the-hour  flights,  Los  Angeles/San  Francisco. 
Also  lowest  airfares.  Also  Fly-Drive-Sleep,  where 
one  phone  call  does  it  all  —  flight  reservation, 
rent-a-car,  and  PSA.htrtel  (the  Isfendia  in  San^ 
Diego  or  the  San  Franciscan  up  North). 
For  other  beautiful  also-s,  s&e  your 
travel  agent  or  PSA.  PSAghfeS  you  a  I 


Ik. 


■re  have  become  quite  common. 
[In  fact,  the  bar  of  the  Hotel  de 
iris  looks  like  a  hangout  for  the 
inging  60-year-olds.  In  shirts  open 
1  the  way  down  the  front,  balding 
en  with  bronzed  bodies  have  silver 
id  gold  charms  and  bejeweled  fur- 
lows  on  solid  gold  chains  which 
lunce  on  their  pot  bellies  as  thev 
lat  about  Big  Board  stock  prices.] 
There  is  a  very  good  clientele  in 
e  upper  middle  class.  But  I  think 
onte  Carlo  has  to  be  a  sort  of  sym- 
)1  of  quality,  that's  why  we  insist 
having  hotels  that  are  always  A- 
le  luxe,  or  in  the  deluxe  category, 
here's  a  different  atmosphere  here, 
think  the  city  is  cleaner.  There  are 
ore  activities  bunched  together  in  a 
cer  sort  of  way.  I  don't  believe 
onte  Carlo  could  have  anv  success 
a  sort  of  mass  tourism. 

You   have   been    running   the   com- 
imj  for  some  years  and  haven't  done 

0  well.  And  in  Onassis'  days,  too, 
ante  Carlo  was  lagging.  Why? 

UNIER:  Major  problems  have  first 
Jen  this,  to  attract  here  some  hotel 
omoters.  People  who  could  manage 
itek.  I'm  strongly  against  the  sort 
monopoly  we  had  up  to  now— 
itels  being  run  by  SBM.  We  had 
reat  difficult)  in  the  beginning  with 
BM.  I  pushed  tliis  idea  for  wintei 
asons  and  intermediary  seasons,  to 
y  to  get  conventions,  conferences 
d  international  meetings. 

But  is  offering  a  congenial  place 
vtugh? 

\i\n  u:  SBM  is  a  little  bit  against 
inventions.  The>  are  not  equipped 
receive  conventions,  it's  outside 
leir    traditional     program.     I     guess 

eople  who  come  to  conventions  are 
9t  great  gamblers.  Up  to  now  SBM 
d  maintain  what  we  call  down  here 
a  Politique  du  Tapis  Vert  [i.e.,  a  pol- 
y  of  the  gambling  table].  So  the 
ohlein  has  been  developing  new  ho- 

1  space  and  finding  the  people  who 
an  run  hotels. 

7  gather  that  finding  hotel  chains 
ho  wanted  to  conn-  in  teas  not  easy. 

aimer:  We  tried  Hilton.  We 
ied  Intercontinental.  They  all  fell 
brough.  So  one  day  Sicre  [Ricardo 
icre,  a  Spanish  financier  whose  yacht 
J  often  in  Monegasque  waters,  and 
vho  is  a  personal  friend  of  the 
rince]  came  up  with  this  group, 
eue  Heimat,  and  they  got  together 
/ith  Loews  which  is  going  to  ex- 
■loit  the  hotel. 

In    your    search    for    light    Indus- 


Ulaput 
together 
Item.  Jersey's 
first 

billion-dollar 
commercial 
bank  complex 

First  National  State 
Bancorporation 

AND  THAT'S  GOOD  FOR  BUSINESS 

JTirst  Jtalional  $tate  Jpancorporation 

550  BROAD  STREET  /  NEWARK,  N.  J.  07102 

Member  Banks:  First  National  State  Bank  of  New  Jersey  /  The  Edison  Bank,  N  A   / 

First  National  State  Bank  of  North  Jersey  /  The  Warren  County  National  Bank  / 

First  National  State  Bank  of  Spring  Lake 


Young   Radiators  and   heat  exchangers  cool   most 
heavy  duty  earthmovers.  You  can  depend  on  Young. 

Young  Radiators 
are  used  where 
the  going  is  tough 

YOUNG  RADIATOR  COMPANV 

W  General  Olfices:  Racine,  Wisconsin  53404 
Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


NEW  SPRAY  SYSTEM 
FOR  PLANT  ROOFS 


Your  own  manpower  can  renew  your  plant 
roofs  at  minimum  cost  with  the  new  Ranco 
Roof  Spray  System.  No  experience  is  required. 
The  know-how  is  engineered  into  the  equip- 
ment which  is  loaned  to  you  at  no  charge.  A 
Ranco  Roofing  Engineer  follows  the  progress  of 
your  job.  Professional  results  are  assured.  A 
uniform  coating  of  a  new  plastic  waterproof 
sealant  protects  your  roof  from  the  elements 
for  many  years.  Ask  to  see  FREE  3-minute  color 
movie,  "Spray  Roofs  —  Save  Money,"  and  for 
your  FREE  copy  of  our  48-page  Catalog. 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue  Cleveland,  Ohio  44120 
Phone  (216)  283-0300 
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Reputation 

Another  reason 

RAMADAS 

growing  your  way. 

Reputation.  The  motor  hotel  makes  it 
or  breaks  it  on  the  strength  of  its  public 
image  and  service. 

Ramada  makes  it  by  building  its  repu- 
tation on  a  people  to  people  attitude,  to 
make  Ramada  guests  feel  they  are  calling 
on  a  personal  friend.  It  takes  years  of 
experience  to  build  up  this  reputation  and 
rapport  with  the  traveling  public.  But  in 
the  end  if  you  have  it  (and  Ramada  does) 
you  can  get  more  than  your  share  of  the 
business. 

You  expect  a  motor  hotel  with  Ramada's 
reputation  to  have  all  of  the  complete 
services  such  as:  Ramada  Inn-Stant  Reser- 
vations System  (800-238-5800)*,  Sure- 
Rate  Program  for  businessmen,  Pay-Today 
for  travel  agents  and  extensive  credit 
card  affiliations. 

You  expect  Ramada  to  have  all  of 
these,  but  the  real  secret  to  Ramada's 
growth  is  a  people  attitude.  That's  why 
there  are  330  Ramada  Inns  in  operation, 
61  under  construction  ...  and  232  in 
development.  When  completed  there  will 
be  623  operating  Ramada  Inns. 

Make  yourself  a  reputation.  Write  now 
for  complete  information  and  material  on 
the  Ramada  Inn  franchise  success  story, 
and  RADC0  (Ramada  Development  Com- 
pany) "Total  Development"  brochure. 
Franchise  Division,  P.O.  Box  1632,  Dept. 
F  309  Phoenix,  Arizona  85001. 


try,   what   is  it  you  are  looking  for? 

Rainier:  Well,  there's  electronics  al- 
ready installed  here,  and  quite  flour- 
ishing. I  tli ink  there  have  to  be  cer- 
tain rules  of  what  industries  are  go- 
ing to  bring  in.  They  mustn't  make 
noise.  They  must  employ,  I  think, 
specialized  personnel— they  mustn't  be 
enormous  as  far  as  personnel  goes  be- 
cause of  the  housing  problems. 

I've  always  thought  a  good  industry 
for  Monte  Carlo  would  be  television. 

Television  studios? 

Rainier:  Yes.  The  exteriors  around 
here— well  it's  very  easy  to  do  exteri- 
ors. And  a  couple  of  interior  studios 
with  labs  and  all  those  facilities.  It 
could  be  underground  too. 

What  about  a  return  to  the  sort 
of  corporate  tax  haven  that  Monaco 
became  in  the  Sixties?  You  have  been 
to  Paris  recently  to  negotiate.  Do  you 
mind  that  Monte  Carlo  might  never 
be  a  tax  haven  again?  [In  retaliation 
for  Rainier  s  efforts  to  lure  French 
corporate  headquarters,  the  late 
Charles  de  Gaulle  clamped  doivn  on 
Monaco,  had  customs  established  at 
the  access  roads,  and  generally  made 
life  difficult  for  the  Monegasques— 
Rainier  surrendered.]  What  incentives 
can  you  give  French  companies? 

Rainier:  Perhaps  we  shall  find  some 
new  benefits.  I  have  established  with 
the  minister  of  foreign  affairs  in  Paris 
a  little,  sort  of  permanent,  working 
committee  and  they  examine  all  the 
possibilities.  The  main  objective  is  to 
find  new  resources  that  don't  harm 
the  French  economy.  When  one  talks 
about  benefiting  the  Monegasque 
economy,  these  are  not  big  figures.  I 
mean  they  can't  frighten  the  French. 
As  long  as  there  are  no  tax  loopholes 
for  French  citizens. 

Looking  at  your  position  as  a  com- 
bination ruler-chairman-president,  do 
you  feel  you  were  equipped  for  it? 

Rainier:  No,  certainly  not.  It  was 
very  difficult,  and  I  remember  that 
time.  My  grandfather  was  still  alive, 
and  he  wasn't  equipped  for  it. 

With  the  evolution  of  the  princi- 
pality, there's  all  this  business  ap- 
proach, which  I  lacked  completer) .  1 
had  to  learn  it  little  by  little.  Perhaps 
not  too  well  at  first.  Hut  most  cer- 
tainly for  my  son  [Prince  Albert,  the 
Monegasque  heir]  the  finishing  part 
of  his  education  should  be,  I  think, 
in  a  business  school  somewhere. 

The  principality  has  become  a  full- 
time  job? 


Rainier:  Undoubtedly.  My  great- 
grandfather used  to  spend  six  months 
at  sea  doing  research  on  his  ship. 
The  other  six  months  he'd  spend  on 
land— but  not  all  the  six  months  was 
spent  here.  I  remember  as  a  child 
my  grandfather  used  to  come  here 
two  or  three  months  a  year.  That's 
all.  The  rest  of  the  time  he  would 
stay  in  Paris. 

So,  a  prince  should  be  an  MBA? 

Rainier:  It  is  not  a  must. 

A  unique  corporate  headquarters. 
And  note  you  are  fioping  to  attract 
more  multinational  corporations  back 
again  after  the  Sixties. 

Rainier:  And  we  are  getting  inqui- 
ries. Some  of  these— well,  in  Geneva, 
the  foreigners  can't  get  work  permits 
—are  moving  here.  That  creates  a  sort 
of  stable  tourism.  Two  or  three  execu- 
tives with  their  families,  the  rent,  the 
apartments,  they  become  consumers 
in  Monaco.  Very  good.  In  general, 
very  good.   ■ 
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An  aerospace  company  has  an 
answer  to  a  great  American  tragedy. 

The  cost  of  trying  to  save  our  own  lives  on  the  nation's  highways  is  killing  us.  To  the  tune  of  90  million  dollars 
a  year.  Not  to  mention  the  loss  of  property  ana  increasing  insurance  rates. 

But  LTV  Aerospace  has  an  answer.  Orbis  III. 

A  continuous  twenty-four  hour  traffic  monitoring  system  which  can  detect,  photograph  and  document 
speeding  violations.  And  cover  eight  times  more  miles  of  highway,  more  effectively  than  any  other  known 
method 

At  one-half  the  cost. 

But  Orbis  III  is  just  one  weapon  LTV  Aerospace  is  using  to  solve  problems  here  on  earth.  One  weapon  in 
an  arsenal  built  with  aerospace  research  and  technology. 

We're  also  attacking  the  transportation  problem  with  our  rapid  ground  transit  systems  which  can  transport 
groups  of  people  quickly.  Without  polluting  the  air. 

And  developing  areas  such  as  Steamboat  Springs,  Colorado  to  provide  all-season  recreational  facilities 
for  your  increasing  leisure  time 

All  this  comes  from  a  company  that  built  NASA's  work  horse  space  vehicle.  The  Scout  rocket. 

The  Army's  newest  battlefield  missile.  Lance. 

And  the  attack  and  close  air  support  airplane  for  the  U.S.  Air  Force  and  U.S.  Navy.  The  A-7. 
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The  Money  Men 


The  Games 
Companies  Play 

Both  the  accountants  and  the 
Securities  &  Exchange  Commission 
have  taken  a  hammering  for  what 
happened  to  the  investing  public 
in  the  bear  market  of  1969-70. 
How  could  they  have  approved 
all    those    poetic    earnings    state- 


ments and  phony  balance  sheets? 

But  hold  a  moment,  says  John 
F.  Childs:  It's  true  that  the  SEC 
and  the  CPAs  failed  to  protect  the 
public  from  chicanery,  but  not  all 
of  the  problems  were  due  to  chica- 
nery; a  good  deal  of  them  were 
due  to  just  plain  bad  management. 
Many  of  the  managements  weren't 
dishonest;  they  were  simply  care- 
less or  stupid.  In  an  effort  to  make 
their  earnings  curves  look  good, 
they  were  taking  bad  risks.  "To 
achieve  steadily  rising  earnings  per 
share,"  says  Childs,  "many  other- 
wise sophisticated  managements 
often  blundered  badly  in  handling 
their  financing." 

Childs  is  senior  vice  president  of 
New  York's  Irving  Trust  Co.  His 
job  at  Irving  Trust  is  to  advise  cus- 
tomers on  financial  planning.  A 
mild-looking  man  of  61,  Childs 
doesn't  necessarily  tell  corporate 
executives  what  they  want  to  hear. 
In  fact,  he  has  just  read  a  stern 
lecture  to  businessmen  who  play 
games  with  earnings  per  share.  It 
is  contained  in  a  little  (151  pages) 
but  formidable  book  entitled  Earn- 
ings Per  Share  and  Management 
Decisions*  The  book  is  hardly 
light  summer  reading.  It  is  full  of 
mathematical  formulae  and  dense 
sentences.  But  in  reading  it  the 
other  day,  Forbes  Associate  Editor 
Howard  Rudnitsky  was  struck  by 
its  hard  common  sense.  He  made 
an  appointment  with  Childs,  ask- 
ing him  to  explain  some  of  his  con- 
cepts in  laymen's  language. 

Doubling  the  Risk 

"All  right,"  Childs  said,  "take 
Lockheed.  It  wasn't  only  bad 
planning  and  operational  problems 
that  nearly  drove  them  under.  It 
was  bad  financing,  too.  When 
Lockheed  needed  money  to  finance 
their  huge  programs,  they  looked 
at  their  high  rate  of  earnings  and 
decided  they  could  sell  convertible 
debentures  at  a  favorable  rate. 
This  would  postpone  equity  dilu- 
tion and,  ultimately— they  hoped— 
bring  a  higher  price  at  conversion 
time  than  they  could  get  from  a 
straight  equity  offering. 

"Then  they  got  into  trouble,  not 
in  one  place,  but  in  two— with  both 
the  C-5A  and  the  L-1011.  The 
stock  collapsed,  the  dividend  was 
omitted  and  conversion  was  no  lon- 
ger a  realistic  possibility.  So  what 
they  had  conceived  of  as  delayed 

•Prentice-Hill.  New  York.  1971,  $15. 


equity  financing  turned  into  per- 
manent debt,  $125  million  worth, 
and  they  are  stuck  with  interest 
payments  that  run  more  than  $5 
rrhllion  a  year. 

"And  now  they  couldn't  sell 
common  stock— at  least  not  at  any 
decent  price." 

It  wasn't,  then,  a  case  of  phony 
bookkeeping,  but  simply  bad  man- 
agement by  people  who  mistook 
the  glitter  of  earnings  per  share 
for  the  substance  of  solid  growth. 
Forbes  was  reminded  of  the  dog 
who  dropped  his  bone  into  the  wa- 
ter while  lunging  for  the  reflection 
that  he  thought  was  a  bigger  bone. 

A  Delightful  Game 

Childs  pointed  out  that  Lock- 
heed was  no  isolated  occurrence. 
Its  customers,  the  airlines,  often 
did  the  same  thing  to  finance  the 
jumbo  jets.  They  borrowed  the 
money,  hoping  to  pay  it  back  out 
of  profits  or  out  of  equity  conver- 
sion at  favorable  terms.  But  busi- 
ness turned  bad.  Not  only  were 
the  airlines  stuck  with  unneeded 
planes,  they  were  loaded  with  in- 
terest payments  as  well. 

They  had  forgotten  a  basic  tenet 
of  risk  capitalism:  that  debt  is  a 
supplement  to,  not  a  substitute  for, 
equity  capital. 

Didn't  these  managements  real- 
ize they  were  doubling  the  risk  in 
expanding  entirely  on  borrowed 
money?  Yes,  says  Childs,  but  they 
were  so  preoccupied  with  the 
Quarterly  Earnings  Game  that  they 
forgot  basic  prudence. 

So,  don't  just  look  at  the  trend 
in  earnings  per  share,  Childs  ad- 
vises investors  and  businessmen. 
Look  as  well  at  these  factors:  1) 
the  ratio  of  debt  to  equity  ("For 
an  industrial  company,"  Childs 
says,  "a  debt  ratio  of  50%  is  an 
unreasonable  risk")  and  2)  return 
on  total  capital,  borrowed  money 
as  well  as  equity  money.  (Forbes' 
Annual  Report  on  American  In- 
dustry rates  companies  both  on  re- 
turn on  equity  and  return  on  total 
capital;  it  is  interesting  to  see  how 
many  companies  score  high  on 
equity  but  low  on  total  capital.) 

Now  You  See  ll 

In  his  book,  Childs  shows  how 
it  is  possible  for  management  to 
improve  earnings  per  share  for  a 
few  years  without  improving  the 
company  at  all.  One  technique  is 
to  retain  all  earnings  in  the  busi- 
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The  Saunders  maintenance 
gram  is  the  most  exacting  in  the 


And  it's  been  that  way  ever  since 
started.  55  years  ago. 


Vhen  you  stop  to  think  about  it,  a  truck  is 
f  the  toughest,  ruggedest  pieces  of 
inery  made.  It's  a  tremendous  value  for  the 
.  But  it  takes  a  terrible  beating.  No  truck 
and  up  to  the  constant  stress  of  today's 
portation  requirements.  Unless  it's 
ained  properly. 

?rucks  have  to  produce.  And  the  Saunders 
tenance  program  keeps  them  doing  just 
Better  than  anybody  else.  Here's  why. 
Saunders  trucks  are  engineered  to  the  exact 
rements  of  the  customer.  Over-specified 
les  are  not  economical  to  operate.  Under- 
fied  vehicles  do  not  withstand  the  strain, 
ders  evaluates  all  the  variables  of  your 
tion.  And  you  get  the  right  vehicle  for  the 
)ecified. 


The  maintenance  program  is  tops.  In  55 
years,  Saunders  has  amassed  the  most  complete 
operational  data  in  the  industry.  From  this  we 
have  devised  an  exacting  system  of  inspections, 
tests,  checks,  and  performance  reports.  And  they 
provide  for  almost  trouble-free  service  from 
our  trucks. 

Saunders  gives  our  mechanics  an  intensive 
four-year  training  course.  And  follows  this  with 
frequent  manufacturers'  seminars  to  keep  up 
with  new  developments.  We  continually  send 
them  to  school  at  our  own  expense. 

Every  Saunders  maintenance  facility  has 
the  latest  equipment.  The  finest.  And  more  of  it. 
Our  shops  contain  more  sophisticated  testing 
equipment  than  others  in  the  business. 
Dynamometers  for  horsepower.  Flow  meters  for 
fuel  consumption  per  hour.  Injector  flow  stands. 
And  so  on. 

There's  more  that  we  can't  tell  you  about 
here.  You  can  get  all  the  details  by  writing  for  our 
newly  revised  brochure,  "It  Pays  to  Lease 
from  Saunders." 

"It  Pays  to  Lease"  will  answer  questions 
you  have  about  how  we  operate,  and  give  you  a 
pretty  good  picture  of  how  we  can  save 
you  money. 

So  drop  us  a  line  right  now.  Write  Saunders 
Leasing  System,  201  Office  Park  Drive, 
Birmingham,  Alabama  35223. 

Chances  are  you'll  get  a  better  lease 
from  Saunders. 

After  all,  we  started  the  industry.  Naturally 
we  know  more  about  it. 


Saunders  Leasing  System 


Call  800-633-6566  free 

ir  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  55  years. 


Did  you  hear 

the  one  about 

the  farmer's 

daughter? 


It's  no  joke.  Our  customers  come 
to  us  with  scripts  or  recordings  on 
a  wide  variety  of  saleable  subjects. 
Like  language  instruction.  Litera- 
ture. Dance  instruction.  Sightsee- 
ing. Education.  Music.  Auto  repair. 
How  to  do  just  about  anything. 
And,  of  course,  comedy. 

We  tape  these  scripts  or  record- 
ings onto  cassettes  or  8-track  car- 
tridges for  them.  And  we  can  do  it 
for  your  material.  In  quantities  of 
100  to  a  million. 

The  quality  of  our  reproduction 
is  excellent.  So  you'll  have  no  prob- 
lems or  returns.  The  cost  is  eco- 
nomical. Allowing  a  good  profit 
margin.  And  since  it  only  takes  a 
few  days  for  delivery  you  can  plan 
your  distribution  carefully. 

We're  a  division  of  North  Amer- 
ican Philips.  So  we've  got  the  best 
material  and  reproduction  equip- 
ment.-Plus  the  experience  to  satisfy 
the  most  demanding  requirement. 

For  complete  details,  write  or 
call:  Dubbings  Electronics,  1305 
S.  Strong  Ave.,  Copiague,  N.Y. 
11726,   (516)  226-6000. 


DUBBINGS 
ELECTRONICS 

A  DIVISION  OF 

NORTH  AMERICAN  PHILIPS 

CORPORATION 


There's 


Power  to  spare 

in  the 
Mountain  West 


There  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
now,  and  con- 
struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also. .  we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 

A  Growing  Compaoy  '"  'f>8  Growing  West 


The  Money  Men 


ness.  Stockholders  are  told  that 
the  company  needs  the  money  for 
expansion.  Whatever  is  earned 
on  retained  earnings— even  if  it  is 
not  especially  well-spent— flows 
through  to  earnings  per  share.  This 
looks  like  growth.  Only  it  may  not 
be.  The  nondividend-paying  com- 
pany may  well  be  suffering  a  de- 
cline in  profitability,  but  masking 
said  decline  behind  a  rising  asset 
base.  That,  says  Childs,  isn't  real 
growth.  It's  trick  growth.  It  de- 
prives stockholders  of  dividends 
when  management  doesn't  really 
have  sound  use  for  the  money. 

"For  example,  the  chemical  in- 
dustry in  the  1960s  almost  com- 
mitted suicide.  Many  companies 
poured  money  into  projects  where 
the  return  was  below  the  cost  of 
capital,  just  so  they  could  show 
higher  earnings  for  a  while.  Then 
some  of  them  compounded  the  er- 
ror by  using  borrowed  money  for 
this  kind  of  expansion." 

Childs  on  highly  leveraged  fi- 
nancial structures:  "Don't  be 
fooled  where  the  return  on  com- 
mon equity  is  higher  for  one  com- 
pany but  the  company  is  highly 
leveraged.  Its  growth  could  be 
greater,  but  I  doubt  if  it  is  sound- 
er." Childs  is  describing  what  a 
number  of  conglomerators  have 
been  doing  for  years. 

He  warns,  too,  against  the  kind 
of  growth  that  comes  out  of  plays 
on  price /earnings  ratios.  Says  he, 
"Some  buy  companies  with  lower 
P/E  ratios  than  they  have  them- 
selves, and  so  they  add  to  earn- 
ings. But  at  a  certain  point  they 
can't  find  a  company  big  enough 
with  a  lower  P/E  ratio  and  the 
game  has  to  come  to  an  end."  This, 
of  course,  was  the  great  conglom- 
erate game.  You  talked  your  stock 
up  to  a  good  P/E  ratio,  then  made 
an  offer  for  a  company  whose 
stock  sold  at  a  much  lower  ratio. 

Let's  take  an  oversimplified  ex- 
ample to  show  how  this  game 
works:  Your  company  was  earn- 
ing $2  a  share  and  selling  at  $40, 
20  times  earnings.  You  go  out  and 
buy  a  company  of  equal  size  with 
equal  earnings  and  an  equal  num- 
ber of  shares.  You  pay  only  15 
times  earnings  for  it.  The  quick 
net  result  is  that  earnings  per  share 
rise  to  $2.29.  (Reason:  You  end 
up  with  twice  as  much  in  earn- 
ings, but  only  75%  more  shares.) 
A  nice  game,  until  you  run  out  of 
acquisitions    and    the    gains    stop. 


Meanwhile,  you  find  out  that  the 
company  you  bought  is  falling 
apart.  You  bought  it  for  the  wrong 
reason:  for  fast  gains  in  earnings 
rather  than  for  solid  growth. 

What  particularly  bothers  Childs 
is  that  these  practices  haven't  been 
restricted  to  a  handful  of  high- 
fliers, but  have  infected  many  oth- 
erwise sensible  companies.  The 
temptation  is  great.  Stockholders, 
including  institutions,  want  stock 
market  gains,  and  management 
must  produce  fast  or  face  the  risk 
of  being  thrown  out.  In  other 
cases,  top  managers  face  retirement 
shortly  and  want  to  go  out  with 
rich  options  and  a  blaze  of  glory. 
Sometimes,  too,  some  investment 
bankers  tempt  managements  by 
dangling  the  potential  of  quick 
capital  gains. 

Pointing  the  Finger 

Childs  waxes  positively  indig- 
nant when  asked  why  nobody 
stopped  management  from  playing 
these  games.  Says  he:  "When  the 
short-run  pressures  on  management 
built  up,  the  directors  should  have 
blown  the  whistle.  However,  what 
could  you  expect  from  board  mem- 
bers who  are  appointed  because 
they  like  the  honors  and  use  it 
for  contacts?  By  and  large,  they 
find  it  difficult  to  know  what's  go- 
ing on.  I'd  like  to  see  a  few  of  them 
sued.  That  would  lead  to  reform  of 
the  board  in  a  hurry.  At  the  very 
least,  board  members  should  be 
paid,  full-time  workers,  be  knowl- 
edgeable about  a  particular  field 
and  they  should  all  represent  in- 
terests other  than  the  management. 

"The  board  of  directors,  as  it  ex- 
ists in  most  companies,  is  a  serious 
flaw  in  the  competitive  system." 

People  like  Childs  are  speaking 
up  today,  and  badly  burned  inves- 
tors—individual and  professional 
alike— are  willing  to  listen.  But 
have  directors  really  begun  to  fill 
their  intended  role?  And  aren't  the 
temptations  of  the  magic  earnings 
curve  still  as  strong  as  ever?  Just 
the  other  day  a  well-known  growth 
company  reported  a  decline  of  a 
few  pennies  a  share  in  the  second 
quarter,  and  its  stock  dropped  10% 
—$50  million— in  one  day;  this,  in  a 
generally  rising  market.  Under 
these  circumstances,  it's  not  hard 
to  see  why  companies  are  willing  to 
cut  corners  to  keep  that  curve  ris- 
ing, and  why  directors  tend  to  look 
the  other  way.   ■ 
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Electronics:  past  present 
and  Marsh  &  McLennan 

Microwave  cooking  and  cassette  TV.  Mass  computeri- 
sation and  laser  beams.  Today,  the  impact  of  electronics 
is  being  felt  by  almost  every  business  and  industry  from 
communications  to  medicine  to  offshore  drilling. 

As  the  electronics  industry  continues  to  advance, 
what  social  and  economic  problems  will  it  bring?  How, 
for  instance,  will  storing  massive  amounts  of  computer 
data  effect  safety  measures?  Fire  insurance  premiums? 
What  new  concepts  might  be  called  for  in  corporate 
insurance  and  employee  benefit  plans? 

We're    facing    these    problems    right    now.    It's 
what  you'd  expect  from  Marsh  &  McLennan,  indus- 
try's   leading    insurance    brokers.    We   specialize    in 
helping  to  solve  the  increasingly  complex  insurance 
problems  of  business  and  industry. 

No  matter  what  business  you're  in,  if  you  plan 
to  be  in  it  tomorrow,  call  us  today. 

Marsh  &  McLennan 

Industry's  leading  insurance  brokers 
A  Subsidiary  of  Marlennan  Corp. 


1 


m 


HMii 


,-& 


\ 


1 


1SHNY  FUTURE 
OF  ALUMNI 


Aluminum  consumption  al- 
most doubled  in  the  last  decade. 
To  meet  demand,  U.S.  aluminum 
production  rose  from  2-million 
tons  in  1960  to  3.8-million  tons 
in  1969.  (Department  of  Com- 
merce figures. ) 

Future  prospects?  To  meet 
demand  in  the  next  ten  years, 
production  will  virtually  double 
again,  according  to  a  study  by 
Bureau  of  Mines.  It  forecasts  a 
97.6  percent  rise  in  production 
in  1981. 

Martin  Marietta  is  in  the 
aluminum  business  —  through 
our  operating  subsidiary,  Har- 
vey Aluminum. 


Harvey  is  an  integrated  alu- 
minum producer,  geared  to  the 
future.  It  has  bauxite  mines  in 
Africa,  an  alumina  refinery  in 
the  U.S.  Virgin  Islands,  and 
smelters  in  Oregon  and  Wash- 
ington. Plants  in  California, 
Kentucky  and  Michigan  manu- 
facture plate,  sheet,  forgings 
and  extrusions  of  all  kinds,  in  all 
sizes  and  shapes.  The  company 
is  also  noted  for  its  work  in  tita- 
nium and  other  special  metals. 

Martin  Marietta  produces  a 
variety  of  products  for  growth 
markets.  Aluminum  fits  in. 


211  Park  Avenue,  New  York,  N.Y.  10017 


As  I  See  it 


How  To  Keep  'Em  Down  on  the  Farm 


Goldmark  of  Columbia  Broadcasting  System  Laboratories 

Dr.  Peter  C.  Goldmark  is  retiring  in  December,  at  the  mandatory  age  of 
65,  as  president  of  the  Columbia  Broadcasting  System  Laboratories,  where 
he  developed  the  long-playing  record  and  designed  the  camera  unit 
for  color  pictures  for  Apollo  15.  CBS  offered  him  a  fancy  title,  chief  sci- 
entist, and  a  fancy  salary,  $75,000  a  year  for  ten  years,  to  remain  with 
the  company  as  a  consultant.  He  rejected  the  offer. 

The  broadcasting  industry  still  hasn't  recovered  from  the  shock. 


It's  not  often  a  man  walks  away 
from  $750,000.  Why  did  you? 

Goldmark:  Because  there  are 
things  I  feel  I  have  to  do  that  I 
can  do  more  easily  on  the  outside 
than  at  CBS.  I  believe  that  com- 
munications technology  can  solve 
many  of  the  problems  facing  the 
nation.  I  don't  mean  new  commu- 
nications technology.  I  mean  the 
existing  technology.  We  don't  need 
new  inventions.  We've  been  put- 
ting an  awful  lot  into  inventing 
but  not  enough  into  applying  what 
we've  invented.  Our  need  is  now 
to  take  our  existing  technology  and 
put  it  to  work,  to  create  new  sys- 
tems with  our  existing  technology 
that  will  help  shapi  the  future  of 
the  nation. 

The  profit  world  t  an't  do  this 
because  the  profit  world  can't  set 
forth  national  goals.  This  is  a  job 
for    the    nonprofit    world.    On    the 


other  hand,  the  profit  world  can 
help  to  achieve  the  national  goals. 
Now  that  I'm  leaving  CBS,  I  hope 
to  create  an  institute  where  the 
profit  world  and  the  nonprofit 
world  can  meet  and  work  together. 

What  kind  of  problems  do  you 
believe  communications  technology 
can  help  to  solve  if  put  to  work? 

Goldmark:  At  the  present  time, 
90%  of  the  people  in  this  country 
live  on  10%  of  the  land.  People 
have  been  moving  into  a  few  great 
metropolitan  areas.  You  know  the 
problems  this  has  created:  crime, 
narcotics  addiction,  pollution,  traf- 
fic, educational  problems,  social 
problems.  Small  towns  have  the 
same  problems,  of  course,  but  they 
have  them  on  a  manageable  scale. 
In  the  cities,  the  problems  have  be- 
come too  big  to  manage. 

By  2000,  the  U.S.  will  have  100 


million  people  more.  If  present 
trends  continue  and  they  all  crowd 
into  urban  areas,  we're  going  to 
ha.ve  a  crisis.  The  problems  we  al- 
ready can't  manage  will  destroy  us. 
We  must  create  conditions  that 
will  make  it  possible  for  this 
growth  to  take  place  in  the  rural 
areas,  in  small  towns.  It's  not  a 
question  of  moving  people  from 
the  cities  into  small  towns.  You 
can't  do  that.  It's  a  question  of 
giving  people  a  choice,  which  they 
do  not  now  have,  of  living  in  a 
small  town  or  a  big  city.  I  believe 
communications  technology  can 
give  people  such  a  choice. 

In  the  words  of  the  World  War 
I  song,  "How  Ya  Gonna  Keep  'Em 
Doivn  on  the  Farm?" 

Goldmark:  Why  do  people  move 
from  rural  areas  into  the  cities? 
First  of  all,  for  jobs.  Then,  and 
this  is  very  important,  educational 
facilities:  universities.  And  for  ex- 
citement: theaters,  cultural  centers, 
sports  arenas. 

With  our  present  communica- 
tions facilities,  we  can  provide  all 
these  things  in  the  small  towns.  We 
can  keep  them  physically  small;  if 
we  keep  them  physically  small,  we 
can  keep  their  problems  small.  At 
the  same  time,  we  can  give  them 
all  the  things  a  big  city  has. 

The  big  cities  became  big  for 
observable  reasons:  coal,  iron  and 
other  natural  resources;  harbors, 
rivers,  the  Great  Lakes.  .  .  . 

Goldmark:  That  is  true,  but  pres- 
ent growth  in  employment  in  this 
country  is  not  in  manufacturing  but 
in  the  service  industries.  By  the 
year  2000,  when  we  have  a  pop- 
ulation of  300  million,  two-thirds 
of  the  people  employed  in  this 
country  will  be  employed  in  the 
service  industries.  The  service  in- 
dustries have  been  expanding  even 
faster  than  the  population. 

Now  there's  no  reason,  given 
modem  means  of  communication, 
why  they  have  to  expand  where 
they  are  now.  Let's  say  you  have 
an  insurance  company  based  in 
Hartford  which  projects  that  it 
will  eventually  have  to  hire  an  ex- 
tra thousand  workers.  With  two- 
way  television,  broad-band  cable 
or  microwave  and  with  facsimile, 
there's  no  longer  any  reason  why 
it  has  to  build  office  space  for  them 
in  Hartford.  It  could  set  up  offices 
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We're  out  to  change  your  world. 


For  the  better. 

We're  going  to  make  your  world  seem  smaller, 
for  one  thing.  Because  we  don't  believe  in  wait- 
ing in  line  any  more  than  you  do. 
In  addition  to  speeding  up  International,  Na- 
tional and  Correspondent  banking,  we're  out  to 
improve  it. 

The  business  is  full  of  formulas.  Tired  formulas. 
Imagination  and  ideas  can  change  all  that. 
One  bromide :  "You  have  to  go  to  a  major  money 
center  to  get  the  job  done."  Not  so. 
Unless  you  want  slow,  impersonal  service.  They 
do  the  best  they  can  in  Big  Town,  but  it's  hard 
to  move  fast  and  it's  hard  to  give  personal  at- 
tention to  customers 
when  you're 


bogged  down  in  a  paper  jungle. 
Anything  any  bank  can  do,  anywhere,  we  can 
do  right  here: 

P.O.  Box  10498,  Charlotte,  N.C.  704/374-6598. 
Usually  better.  Certainly  faster.  With  indivi- 
dual attention  to  individuals. 
And  with  imagination. 

We  don't  want  to  tiptoe  into  destiny.  So  just 
say  the  world  and  we'll  be  there. 

First  Union  National  Bank  C 


We have 
connections 


We  are  the  Preferred  Hotels  Association. 
And  we  use  our  connections  to  assure  that 
you  are  never  a  stranger  in  twenty  of  the  finest 
hotels  in  North  America. 

We're  not  a  chain.  We're  all  indepen- 
dently-owned and  operated.  Each  hotel  has  its 
own  separate  and  distinctive  personality,  a 
character  and  individuality  all  its  own. 

So  what  is  the  tie  that  binds? 

An  idea.  A  philosophy  of  personalized 
attention  to  those  who  demand  superb  service 
and  appreciate  uniqueness  and  individuality. 

It  works  very  simply.  The  management  of 
the  Preferred  Hotel  in  your  city  will  provide 
a  reservation  and  a  personal  introduction  to 
the  management  of  the  member  hotel  in  the 
cirv  vou  are  travelling  to.  In  other  words  we 
make  connections.  Be  our  guest. 

BEVERLY  WILSHIRE  HOTEL 

Beverly  Hills    California  213-275-4282 

THE  BROWN  PALACE  HOTEL 

Denver  Colorado  303-825-3111 

THE  CLAYTON  INN 

Si    Louis    Missouri  314-PA6-5400 

CLIFT  HOTEL 

San  Francisco    California  415-775-4700 

THE  INTERNATIONAL  OF  CALGARY 

Calgary   Alberta  403-265-9600 

THE  HOTEL  MUEHLEBACH 

Kansas  City    Missouri  816-471-1400 

NORTHSTAR  INN 

Minneapolis    Minnesota  612-335-9351 

PARK  PLAZA  HOTEL 

Toronto    Ontario  416-924-5471 

THE  PIERRE 

New  York  City   New  York  212-838-8000 

THE  PFISTER  HOTEL  &  TOWER 

Milwaukee    Wisce    s  414-273-8222 

HOTEL  PONTCHARTRAIN 

Detroit    Michigan  313-965-0200 

THE  PONTCHARTRAIN  HOTEL 

New  Orleans    Louisiana  504-524-0581 

THE  RITZ-CARLTON 

Boston    Massachusetts  617-536-5700 

RITZ-CARLTON 

Montreal   Quebec  514-842-4212 

THE  HOTEL  ROANOKE 

Roanoke    Virginia  703-343-6992 

SANTA  BARBARA  BILTMORE 

Santa  Barbara    California  805-969-2261 

THE  HOTEL  UTAH 

Salt  Lake  City    Utah  801-328-9114 

THE  WARWICK 

Houston    Texas  713-526-1991 

THE  WATERGATE  HOTEL 

Washington    D  C  202-965-2300 

WESTGATE  PLAZA  HOTEL 

San  Diego    California  714-232-5011 


As  I  See  It 


iii  five  different  small  towns  in  a 
radius  of  several  hundred  miles, 
each  one  housing '  200  workers. 
Two-way  television  and  facsimile 
would  enable  instant  communica- 
tions, more  rapid  communications 
even  than  you  now  have  in  a  sky- 
scraper office  building. 

There's  no  longer  any  reason 
why  a  service  company  like  an  in- 
surance company  has  to  concen- 
trate all  its  employees  in  a  single 
skyscraper. 

For  that  matter,  there's  no  lon- 
ger any  reason  why  all  state  gov- 
ernment offices  should  be  concen- 
trated in  the  state  capitals.  With 
modern  communications,  state  gov- 
ernments could  easily  be  dispersed. 

What  about  the  other  factors 
that  make  youngsters  leave  the 
■small  tonus  for  the  cities? 

Goldmark:  Education?  We  could 
establish  minicolleges.  small  col- 
leges with  small  staffs.  Such  a  mini- 
college  could  be  linked  by  two-way 
television  with  a  great  university 
hundreds  of  miles  away.  Students 
at  the  minicollege  would  be  able 
to  participate  in  all  the  important 
things  taking  place  at  the  great 
university:  lectures,  seminars.  They 
wouldn't  just  sit  and  look  and  lis- 
ten. With  two-way  television,  they 
could  participate,  ask  questions,  en- 
ter into  discussions. 

Entertainment?  Through  the  use 


of  satellites  and  cables,  we  can 
bring  anything  exciting  happening 
anywhere  in  the  country  to  every 
comer  of  the  country:  sports 
.events,  concerts,  anything. 

We  can  do  something  about  the 
medical  problems  of  the  country, 
too.  In  many  depleted  areas,  its 
impossible  to  keep  doctors.  In  such 
areas,  we  could  establish  telemed- 
icine.  With  two-way  TV,  we  can 
ha\  e  remote-distance  diagnosis. 

How  do  you  go  about  establish- 
ing the  new  systems  you  are  talk- 
ing about? 

Goldmark;  I  was  a  member  of  a 
committee  on  telecommunications 
of  the  National  Academy  of  Engi- 
neering which  studied  this  ques- 
tion. We  published  a  report  dis- 
cussing how  it  could  be  done.  The 
big  problem  now  is  to  convince 
business  that  it's  economically  fea- 
sible to  expand  into  rural  areas. 
Unless  you  can  prove  to  the  ser- 
vice industries  that  it's  not  neces- 
sary to  concentrate  company  head- 
quarters in  50-story  buildings,  you 
cant  get  anywhere. 

We  now  have  a  pilot  project  in 
Windham  in  the  northeast  part  of 
Connecticut  to  demonstrate  the 
feasibility  of  the  idea.  We're  link- 
ing Windham  to  Hartford  by  two- 
wax  microwave  television. 

What  would  be  the  technologi- 


Population  Change,    196O-70 


Losses  10%  and  over 


Wide-Open  Spaces:  Black  marks  the  places  where  Americans  are  leav- 
ing   in    droves    for    the    East    and    West    Coasts    and    the    Great    Lakes. 


76 


FORBES.    SEPTEMBER 


15.    1971 


col    problems    of    such    a    project0 

Goldmark:  As  I  said,  they  do  not 
involve  the  necessity  for  new  tech- 
nological developments  hut  of  de- 
vising the  systems  and  getting 
them  set  up.  CATV  companies  are 
now  laying  cables  with  20  or  more 
channels.  We  can  just  as  easily  lay 
cables  with  40  channels.  We  could 
lay  them  along  the  state  and  fed- 
eral highway  systems,  dig  a  mod- 
erate trench  beside  the  highways 
and  lay  them  there. 

I've  discussed  this  with  the  Con- 
necticut State  Highway  Commis- 
sion. They're  enthusiastic.  Why  not? 
It  will  put  them  in  the  communi- 
cations business. 

We  know  that  setting  up  these 
communications  sv  stems  is  techno- 
logically feasible.  We  believe  that 
in  Windham  we  can  prove  it's  eco- 
nomically feasible. 

I'm  not  saying  that  communica- 
tions technology  tan  solve  all  our 
urban  problems;  I'm  just  saying 
that  it  can  arrest  the  present  con- 
centration of  the  nation's  popula- 
tion into  a  few  areas,  creating 
problems  of  such  magnitude  they 
cannot  be  dealt  with.  Communica- 
tions technology  can  give  people  a 
choice  of  where  to  live. 

How  would  these  two-way  cable 
and  microwave  systems  you  hope 

to  establish  affect  commercial  tele- 
i  ision?  By  establishing  cable  sys- 
tems with  40  channels,  wouldn't 
you  completely  disrupt  commercial 

television,  creating  unlimited  com- 
petition for  tin   three  TV  networks? 

Coldm  uu\:  I  don't  believe  the  new 

s\  steins  will  supplant  the  networks. 
The  networks  will  continue  pretty 
much  as  they  are  because  they  pro- 
vide   a   service    people    want    and 

business  is  willing  to  pay  money 
for.  They  are  economically  viable 
and  they  w  ill  continue  to  be. 

The  new  systems  will  provide 
new  services  for  business,  educa- 
tion, government.  They  won't  sup- 
plant existing  television,  but  mere- 
ly fit  into  the  present  structure. 

I  don't  know  of  any  develop- 
ment in  communications  that  re- 
placed the  existing  system.  Movies 
didn't  replace  books.  Radio  didn't 
replace  the  phonograph.  Television 
didn't  replace  radio.  People  have  a 
growing  appetite  for  ideas.  Com- 
munications may  evolve  into  new 
forms,  but  what  we  already  have 
won't  stop.    ■ 


Looking  Ahead  With  Phillips  Petroleum.. 


Oil  from  Phillips  Petroleum's  Ekofisk  wells  in  the  North  Sea,  produced 
from  this  plattorm,  is  loaded  aboard  tankers  on  way  to  European  markets. 


Toward  a  crude  oil  balance 


Within  three  to  four  years,  Phillips  Petro- 
leum Company  expects  to  achieve  a 
balance  between  its  worldwide  refining 
capabilities  and  its  net  oil  production. 

Providing  a  major  thrust  to  this  impor- 
tant objective  will  be  the  company's  new 
oil  reserves  in  the  North  Sea.  In  the  Nor- 
wegian sector  the  giant  37%  interest 
Ekofisk  field,  now  in  limited  initial  pro- 
duction, is  being  developed  and  equipped 
to  produce  110,000  barrels  of  oil  a  day, 
net  to  Phillips,  by  late  1973.  Two  other 
37%  interest  fields  in  the  area  will  even- 
tually be  tied  into  the  production  system. 
In  the  North  Sea's  United  Kingdom  sec- 
tor, possible  commercialization  of  a  35% 
interest  oil  discovery  is  being  evaluated. 
Other  promising  structures  in  Phillips 
North  Sea  acreage  are  awaiting  the  drill 
bit.  Besides  its  nearness  to  European 
markets,  the  North  Sea  oil  has  the  ad- 
vantages of  desirable  gravity  and  very 


low  sulfur  content. 

Expanding  production  from  two  fields 
on  50%  interest  concessions  in  Nigeria 
will  also  enhance  Phillips  crude  oil  out- 
put. Currently  averaging  about  20,000 
barrels  a  day,  net  to  Phillips,  Nigerian 
production  will  increase  markedly  with 
the  completion  of  a  new  pipeline  system 
and  additional  development  wells 
by  1973. 

Looking  toward  the  second  half  of  the 
decade,  Phillips  expects  substantial  oil 
production  from  large  reserves  on  the 
North  Slope  of  Alaska.  The  company's 
raw-materials-reserves  position  is  addi- 
tionally fortified  for  the  future  by  large, 
promising  holdings  in  Saudi  Arabia,  the 
Arctic  Islands  and  North- 
west Territories  of  Canada, 
and  offshore  Indonesia 
and  the  southern  coast  of 
the  United  States. 


Men  who  must 
make  their 


make  money  read: 
Forbes:  capitalist  tool 


FOFcDlS,    SEPTEMBER    15.    1971 


77 


One  of  our  new  business  vehicles. 


We  believe  in  leading  from 
strength.  And  we  have  no  stronger 
argument  for  choosing  us  to  do 
your  advertising  than  what  you  just 
looked  at. 

Since  1921,  we've  been  the 
agency  for  Chevrolet,  America's 
best  selling  car. 

And  you  can  imagine  how 
gratifying  it  is  to  participate  in  that 
kind  of  success  story. 


Now  the  question  always 
comes  up,  what  would  Campbell- 
Ewald  do  with,  say,  peanut  butter 
or  a  headache  remedy? 

The  answer  is  deceptively 
simple.  We  would  be  successful  be- 
cause we  have  success  in  getting 
through  to  people.  We  know  how 
to  reach  them.  And,  though  today 
it  may  sound  corny,  we  know  how 
to  sell  them. 

Campbell-Ewald  Co. 

We  sell  things. 

Detroit  •    New  York  •   Chicago  •    Los  Angeles  •   San  Francisco  •   Chevy  Chase  •   Atlanta  •    Dallas  •    Kansas  City  •   Cincinnati  •    Pittsburgh 


That's  how  we  help  sell  Mara- 
thon's gasoline.  North  American 
Rockwell's  airplanes,  Ex-Cell-O's 
packaging  equipment  and  what- 
have-you. 

What  have  you? 

Write  our  president,  Hugh 
Redhead:  3044  W.  Grand  Blvd., 
Detroit,  Michigan  48202,  or  call 
(313)872-6200. 


Faces  Behind  the  Figures 


Going  Up! 

Enjoy  the  recent  decline  in  inter- 
est rates.  Enjoy  it  while  it  lasts.  It 
isn't  going  to  last  very  long.  So  says 
Norman  B.  Schreiber,  and  Schrei- 
ber  has  a  particularly  good  feel  for 
the  money  market.  He  has  to:  As 
head  of  Walter  E.  Heller  Interna- 
tional Corp.,  he  makes  his  living 
out  of  the  difference  between  what 
he  pays  for  money  and  what  he 
can  rent  it  out  for.  Like  most  finan- 
cial companies,  Heller  did  very  well 
last  year:  Earnings  after  taxes  rose 
from  S14.7  million  to  $17.9  million, 
a  return  on  equity  of  17%  in  con- 
trast to  C.I.T.  Financial  Corp.,  the 
nation's  largest  commercial  finance 
companv,  which  suffered  a  drop  in 
revenue's  from  1969  to  1970  of  $7 
million,  and  though  its  earnings 
nevertheless  increased  by  S3. 5  mil- 
lion, returned  only  13%  on  equity. 

Heller,  which  specializes  in  the 
kinds  of  loans  that  banks  and  in- 
surance companies  sometimes  are 
dubious  about,  thrives  when  mon- 
ey is  tight,  and  Schreiber  thinks  it 
is  going  to  continue  to  thrive.  "You 
will  not  see  in  the  next  decade  or 
two  the  prime  rate  at  4.5%  again," 
he  says.  "By  1975  A-rated  securi- 
ties will  be  paying  as  high  as  9%." 

His  forecasts  in  a  capsule: 

•  "The  demand  for  capital  all 
over  the  world  is  going  to  far  ex- 
ceed the  supply." 

•  Interest  rates  will  rise  and 
fixed-income  securities  will  become 
more  and  more  attractive.  Individ- 
ual investors  will  find  it  more  and 
more  profitable  to  switch  into  them 
from  equities.  At  present  they  are 
"net  liquidators  of  stocks."  This 
trend  will  continue. 

•  But  some  stocks  will  do  well: 
Prominent  among  them  will  be 
stocks  of  some  financial  companies. 
All  these  factors  will  make  the 
money  business  "the  great  growth 
business  of  this  decade." 

The  question,  of  course,  is: 
Which  financial  institutions? 

"First  of  all,  financial  institutions 
with  branches  and  affiliations  over- 
seas. That's  where  the  greatest 
growth  will  be.  More  and  more 
manufacturing  companies  are  go- 
ing multinational.  Not  merely  are 
U.S.  companies  moving  overseas; 
European  companies  are  moving 
into  the  U.S.  Sooner  or  later,  many 
Japanese  companies  will  be,  too. 
They  will  want  to  bank  with  in- 
stitutions that  can   offer  them  in- 


ternational facilities  and  expertise. 

"Second,  all  other  financial  in- 
stitutions, if  well  managed.  Money, 
I  repeat,  is  the  great  growth  in- 
dustry of  the  present  decade,  and 
every  well-managed  institution 
will  profit." 

What  makes  him  so  certain  of 
the  scenario? 

•  "There  will  be  a  decline  in  real 
saving,  i.e.,  in  the  willingness  of 
consumer,  business  and  govern- 
mental units  to  forgo  current  con- 
sumption ....  Over  the  next  five 
years,  young  married  couples  will 
account  for  a  larger  proportion  of 
the  population.  This  will  cause 
consumer  durable  goods  purchases 
to  account  for  a  larger  proportion 
of  the  investment  total,  and  reduce 
dollars  remaining  for  saving." 

•  "Another  factor  in  the  decline 
of  real  saving  is  that  business  con- 
sistently invests  more  than  it  can 
generate  from  its  own  savings.  The 
external  financing  needs  for  non- 
financial  corporations  will  approxi- 
mate $50  billion  a  year  for  the  next 
five  years,   of  which   only  $6  bil- 


lion per  year  can  be  expected  to 
be  raised  in  the  equity  market." 

•  "Still  another  factor  is  that  the 
Federal  Government  alone  has  al- 
ready scheduled  large  budget  def- 
icits for  fiscal  1971  and  1972  and 
will  probably  have  total  budget 
deficits  exceeding  $40  billion  over 
the  1971-75  period.  Moreover, 
state  and  local  governments  plan 
to  increase  their  debt  structure  by 
$62  billion  during  that  period." 

Schreiber  believes  that  in  the 
years  to  come  it  may  actually  be- 
come necessary  for  banks  and  other 
financial  institutions  to  ration  loans 
on  the  basis  of  national  priorities. 

Schreiber  approves  of  the  Nixon 
wage-price  freeze,  but  doesn't 
think  it  changes  his  forecasts.  At 
best,  the  freeze  gives  the  Adminis- 
tration time  to  try  to  bring  infla- 
tion under  reasonable  control- 
without  which  all  bets  are  off.  His 
forecasts  don't  depend  on  a  high 
rate  of  inflation:  They  rest  on  the 
simple  assumption  that  the  world 
needs  capital  far  faster  than  it  can 
generate  it.  ■ 


Schreiber  of  Waller  E.  Heller  Corp. 
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Faces  Behind  the  Figures 


Is  the  Applause  Premature? 

Most  of  the  thunder  against 
Nixon's  90-day  freeze  has  come 
from  the  left,  from  labor  unions 
and  liberals  who  regard  it  as  typi- 
cal Republican  "trickle-down"  tac- 
tics. But,  says  a  highly  respected 
economist,  big  business  should  be 
doing  the  thundering.  Allan  H. 
Meltzer  is  a  Carnegie-Mellon  Uni- 
versity economics  professor  with 
impressive  credentials.  He  and  15 
fellow  economists  have  just  issued 
a  statement  blasting  President  Nix- 
on's 90-day  freeze.  Says  Meltzer: 
"Businessmen  are  being  very  short- 
sighted in  lauding  a  program  of 
price  and  wage  controls." 

In  Meltzer's  view,  wage  and 
price  controls  simply  delay  pres- 
sures, they  don't  remove  them. 
Looking  to  the  past,  he  points  to 
the  record  after  the  Korean  war 
when  wages  jumped  sharply  in  the 
year  after  controls  were  lifted. 
Great  Britain's  attempt  at  controls 
in  1969  also  failed,  says  Meltzer, 
though  it,  too,  had  the  support  of 
businessmen.  Meltzer  argues  that 
the  real  pressures  that  determine 
prices  and  wages— supply,  demand 
and  fiscal  and  monetary  policy- 
don 't  change  just  because  someone 
has  called  a  freeze. 

Executives  of  big  companies  are 
praising  the  freeze,  says  Meltzer, 
because  "they  think  that  it  is  going 


Professor  Meltzer 


to  be  used  against  the  labor  unions 
and  not  against  them."  Wishful 
thinking,  argues  Meltzer.  What  is 
more  likely  to  happen  is  that  while 
small  companies  start  finding  ways 
to  evade  controls,  the  big  ones, 
such  as  GM,  U.S.  Steel,  Alcoa,  will 
be  carefully  watched  by  the  Gov- 
ernment, and  will  find  it  almost  im- 
possible to  hike  prices  as  much. 
"They  are  the  visible  ones." 

The  labor  unions  aren't  going  to 
get  as  rough  a  treatment  as  busi- 
nessmen assume,  says  Meltzer, 
partly    because    they    control    so 


many  votes.  But  Meltzer  doesn't 
think  the  big  labor  gains  have  been 
the  real  cause  of  inflation.  For  ex- 
ample, the  1970  contract  of  the 
powerful  United  Auto  Workers,  he 
says,  simply  gave  its  members  1) 
enough  money  to  gain  what  they 
had  lost  in  inflation  since  their 
1967  contract,  2 )  a  3%  productivity 
hike  and  3)  a  sliding  cost-of-living 
increase  that  would  grow  no  faster 
than  inflation.  "What's  inflationary 
about  that?"  asks  Meltzer.  "How 
could  a  responsible  government  ad- 
ministrator charged  with  control- 
ling wages  and  prices  turn  down 
that  kind  of  contract?" 

Meltzer  does  approve  of  the  in- 
ternational aspects  of  the  Nixon 
program.  What  was  retarding  the 
recovery,  he  says,  was  the  rapid 
increase  in  foreign  imports;  domes- 
tic jobs  weren't  being  created  as 
fast  as  in  a  normal  recovery.  There- 
fore, Meltzer  thinks  businessmen 
should  applaud  Nixon's  de  facto 
devaluation  of  the  dollar. 

But  as  for  inflation,  Meltzer  is 
gloomy.  "I  see  nothing  in  the  pro- 
gram which  is  going  to  reduce  in- 
flation. The  effect  of  the  controls 
will  not  be  to  control  inflation.  It 
will  be  to  control  the  most  visible 
symptoms  of  inflation."  And  what 
is  more  visible  than  the  price  of 
steel  or  of  automobiles?  Big  busi- 
ness, he  says,  will  soon  be  smiling 
out  of  the  other  side.  ■ 


From  Nonprofit  to  No  Profit 

Changing  a  nonprofit  organization 
into  a  profit-making  one  is  no  easy 
task.  Systems  Development  Corp., 
a  Los  Angeles-based  computer  soft- 
ware company,  was  set  up  as  a 
nonprofit  company  in  1956  and  be- 
came a  for-profit  company  in  late 
1969,  owned  by  employees  and  a 
foundation.  In  fiscal  1969,  on  rec- 
ord revenues  of  $61  million  (mostly 
in  Air  Force  work),  it  earned  only 
$244,000.  In  1970  revenues 
dropped  and  SDC  suffered  a 
$553,000  loss.  For  1971  Dr. 
George  E.  Mueller,  the  new  chair- 
man and  president,  expects  still 
lower  revenues,  about  $45  million, 
and  "small"  profits. 

But  Mueller,  a  General  Dynam- 
ics group  vice  president  before  be- 
ing brought  into  SDC  last  April, 
has  strong  incentive  to  improve  on 
that  showing.  He  has  a  $100,000- 
a-year,   five-year  contract   and  op- 


tions to  purchase  200,000  shares 
of  stock  at  $2.50  each.  If  Mueller 
can  improve  SDC's  profitability 
and  go  public  at,  say,  $10  a  share, 
he  would  reap  $1.5  million  in 
capital  gains. 

Mueller  (pronounced  Miller) 
blames  the  1970  loss  on  overex- 
pansion  of  a  computer  time-shar- 
ing operation.  For  the  future  the 
big  opportunity,  Mueller  believes, 
is  in  real-time  computer  systems 
for  use  by  top  executives  in  man- 
aging their  companies.  "Industry 
doesn't  yet  realize  what  this  kind 
of  system  can  do,"  he  says.  "So  we 
have  a  solution  to  a  problem  the 
customer  doesn't  know  he  has." 

Another  problem:  to  make  sci- 
entists and  engineers  profit-moti- 
vated after  years  in  a  nonprofit 
atmosphere. 

Can  he  do  it?  "Mueller  is  known 
as  a  cold,  ruthless  guy,"  says  one 
associate.  "And  maybe  that's  just 
what  the  company  needs  now."  ■ 


Mueller  of  Systems  Development 
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THE  MIX  FIT. 

Magazines  fight  like  cats  and  dogs  and  call  it  competition.  We'd 
rather  argue  the  case  for  compatibility. 

The  computer  is  demolishing  the  old  saw  about  comparing 
apples  and  oranges.  For  most  major  advertisers,  a  mix  of  print  and  tele- 
vision very  often  is  the  only  real  way  to  cover  a  market. 

And  it's  no  coincidence  that  TV  Guide  shows  up  so  well  in  so 
many  mixes. 

We're  big  enough  to  add  substantial  reach.  And  put  that  cover- 
age where  it  counts.  Because,  in  a  media  mix,  TV  Guide  delivers  about 
the  same  proportion  of  light  and  non-viewers  as  Life,  Look  or  Digest. 
With  an  ad  readership  story  that's  generally  better. 

The  fact  is,  a  mix  generally  works  better  with  TV  Guide  than 
without  it. 

That's  one  reason  why  we  carried  more  pages  of  advertising  last 
year— and  so  far  in  1971— than  Life,  Look,  Digest  or  any  other  major 
mass  magazine. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


Sources:  Simmons,  Starch,  PIB. 


Faces  Behind  the  Figures 


The  Miracle  That  Wasn't 

A  tale  of  sound  and  fury,  signi- 
fying nothing  .  .  .  ? 

A  fitting  epitaph  for  the  five- 
year  reign  of  William  D.  Eberle 
at  American  Standard  Inc.  Last 
month  Eberle,  48,  resigned  as 
chief  executive  officer  and  an- 
nounced he  will  step  down  as 
chairman  by  1972  to  become  a 
high-level  trade  envoy  in  the  Nixon 
Administration.  And  what  is  he 
leaving  behind?  A  shambles. 

Bill  Eberle  was  hailed  by  Wall 
Street  as  a  corporate  miracle  work- 
er when  he  left  Boise  Cascade  in 
1966  to  take  over  American  Stan- 
dard. Here  was  an  old  plumbing 
supplies  and  industrial  products 
maker,  loaded  with  cash  and  as- 
sets, but  earning  no  more  than  6% 
or  so  on  its  stockholders'  equity 
and  showing  almost  no  growth.  So 
impressed  was  The  Street  with 
Eberle  that  AST  common  stock 
jumped  some  17%  in  the  week  fol- 
lowing his  appointment.  Within  1M 
years  AST  stood  at  a  price  of  near 
50,  a  gain  of  almost  130%. 

What  did  Eberle  do?  He  in- 
creased sales  mightily,  from  $553 
million  to  $1.4  billion.   He  did  so 


Eberle  of  American  Standard 


chiefly  through  acquisitions,  buy- 
ing Westinghouse  Air  Brake,  Mos- 
ler  Safe  and  a  big  land  develop- 
ment company.  But  that,  alas,  was 
not  the  whole  story. 

Eberle  found  a  sluggish  but 
solid  company.  Its  debt  was  mini- 
mal, amounting  to  less  than  10%  of 
capitalization.  It  was  loaded  with 
cash.    Eberle    left    it    awash    with 


debt  (up  from  $21  million  to  $352 
million).  Its  cash  holdings  were 
down  from  a  very  comfortable  35% 
of  current  liabilities  to  barely  10%. 

As  for  the  key  ratio,  operating 
income  as  a  percentage  of  sales, 
it  had  declined  from  9.4%  on  the 
'sales  dollar  in  1965  to  just  6.4% 
last  year.  As  a  consequence,  Ameri- 
can Standard  was  able  to  cover  its 
fixed  charges  last  year  with  the 
slimmest  margins:  $13  million  in 
net  profit  as  against  $52  million  in 
interest  and  preferred  dividends. 

The  sad  facts  were  that  AS  had 
more  operating  problems  than 
when  Eberle  came,  and  its  finan-. 
cial  strengths  had  been  dissipated. 
AS  was  forced  to  swallow  write- 
offs totaling  $51  million  in  1969 
and  1970.  Prospects  for  the  land 
development  subsidiary  were  con- 
sidered so  unpromising  that  it  was 
put  up  for  sale  in  June. 

That  cleared  the  decks  some- 
what for  Eberle's  successor,  51- 
year-old  William  A.  Marquand, 
head  of  the  Mosler  Safe  division. 
But  it  still  leaves  Marquand  with 
two  formidable  tasks:  meshing  of 
a  mass  of  disjointed  businesses, 
several  of  them  ailing,  and  clean- 
ing up  a  messy  balance  sheet.  ■ 


Freeze  the  Freeze 

What  happens  after  90  days?  Mi- 
chael V.  DiSalle  has  no  more  idea 
than  the  rest  of  us.  But  the  man 
who  controlled  prices  during  the 
Korean  war  period  has  some  ideas 
about  what  should  happen. 

"Today  big  unions  are  much 
more  powerful  than  they  were  in 
1950.  And  big  business  is  much 
more  powerful,  too.  The  one  group 
that  isn't  powerful  is  the  consumer. 
To  protect  consumers  from  the 
power  of  the  unions  and  the  cor- 
porations, I  think  we  should  have 
a  post-freeze  wage-  and  price- 
monitoring  '^roup  that  would  func- 
tion sly." 

Miki  DiSalle,  63,  was  governor 
of  01  ,    1959   to   1963   and 

now    pra  law  in  Washington. 

Back  ember      1950     he 

bounced  out  of  the  Toledo  mayor- 
alty chair  to  answer  Harry  Tru- 
man's call  to  head  up  the  Office  of 
Price  Stabilization.  At  that  point 
the  Korean  wai  had  sent  prices  in 
the  U.S.  rocketing  upward  by  8% 
in  six  months'  time. 

DiSalle  did  a  good  job,  proving 


that  he  had  an  interior  toughness 
to  match  his  exterior  charm.  As 
one  medium-sized  steel  company 
found  out  when  he  fined  it  $1  mil- 
lion for  price  violations.  Said  Tru- 
man in  a  letter  DiSalle  proudly 
shows  visitors:  "Keep  sticking  it 
to  them!" 

DiSalle's  agency  closed  its  doors 
in  April  1953  after  helping  to 
squeeze  the  inflation  rate  down  to 
less  than  1%  a  year.  But  before 
long,  prices  steamed  back  up,  just 
as  they  did  in  1946  after  World 
War  II  controls  were  lifted.  Says 
DiSalle:  "If  Nixon  drops  the  wage- 
price  freeze  after  90  days,  the  price 
catch-ups  that  follow  will  make 
your  eyes  swim. 

"As  for  continuing,  after  the 
present  inflation  is  brought  under 
control,  I  don't  think  you  need  a 
giant  bureaucracy.  It  would  be  a 
sort  of  wage-price  review  board 
[evolved,  perhaps,  out  of  the  Coun- 
cil of  Economic  Advisers],  not  a 
control  agency  as  such,  though  an 
increase  in  prices  without  its  ap- 
proval might  be  made  a  violation 
of  law."  What's  the  difference?  Di- 
Salle just  winks  and  laughs.  ■ 


Michael  V.  DiSalle 
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This  is  an  .0625 

compacted  graphite  marking  instrument 

encased  in  the  exact  center 

of  a  wood  fiber  handle, 

with  a  metal-bonded, 

aft-mounted  synthetic  rubber  tip. 


Wouldn't  it  be  terrible  if  people  had  to  identify  things,  or  companies, 
with  a  complete  description  of  all  their  components  or  activities? 

We'd  have  to  call  our  company  the  Northern  Natural  Gas  and  Butane 
and  Ethane  and  Propane  and  Ethylene  Glycol  and  Hydrocarbons 
and  Energy  Systems  and  Plastic  Coloration  and  Anti-Freeze  and  Fabric 
Softener,  Detergent  and  Germicide  Ingredient  Company. 


a 


Northern 
Natural  Gas 
Company 

Home  Office:  Omaha,  Nebraska 

The  gas  company  that's  something  else. 


Forbes    Magazine 


OFFICE   OF  THE   PRESIDENT 


ANNOUNCEMENT 


Three  months  ago  FORBES  announced  for  1972  an  increase 
in  circulation,  advertising  rates  and  subscription  price. 

While  the  President's  90-day  freeze  ends  before 
these  increases  are  scheduled  to  take  effect,  FORBES  will 
voluntarily  freeze  its  present  advertising  rates  and 
subscription  rates  for  at  least  another  7  months— through 
June  30,  1972. 

Although  FORBES'  circulation  is  continuing  to  climb, 
our  prices  will  not. 

You  may— or,  more  likely,  may  not— remember  that  one 
year  ago  FORBES  was  the  only  one  of  the  three  leading 
business  magazines  that  did  not  increase  its  rates  this 
year— although  costs  were  jumping. 

We  prefer  (as  often  as  possible)  to  practice  what  we 
preach,  and  we  are  expressing  strong  support  for  the 
President's  program.  By  going  far  beyond  the  present  legal 
requirements,  we  think  we're  making  a  wee  contribution,  at 
the  price  of  short-term  profit,  to  the  long  run  best 
interest  of  us  all. 


Malcolm  S.  Forbes 
President 


Forbes  Building         60  Fifth  Avenue  New  York,  N.  Y.  lOOll 


The  Poor  Relations 

While  their  rich  uncles  have  grown  poorer,  the  regional  airlines  are  coming  up  in  the  world. 


They're  flying  high. 

For  all  but  one  the  weather  still 
is  stormy,  but  the  forecast  is:  blue 
skies  ahead. 

They  are  the  regional  airlines.  Orig- 
inally called  feeder  airlines,  there 
were  18  of  them.  The  Civil  Aero- 
nautics Board  created  them  26  years 
ago  to  link  the  hinterlands  with  the 
major  trunk  airlines.  Congress  took 
for  granted  they  might  never  be  eco- 
nomically viable  and  agreed  to  sub- 
sidize them  from  the  first. 

It  still  has  to  subsidize  them,  but 
a  lot  has  happened  in  those  26  years. 
Mergers  have  cut  the  number  from 
18  to  nine  (there  soon  will  be  only 
eight),  and  they  no  longer  merely 
feed  passengers  into  the  major  air- 
lint  a.  They  serve  whole  regions,  which 
is  the  reason  for  the  change  in  name. 

And  they're  growing.  In  the  last 
four  years,  while  the  1 1  majors 
showed  a  rise  in  revenues  of  42'/,  the 
regionals  soared  92*?  to  $739  mil- 
lion (including  $39  million  in  sub- 
sidies). This  wasn't  enough  to  gel 
them  into  the  wild  blue  yonder  where 
the  profits  are.  As  a  group,  they  lost 
over  $35  million,  and  Congress  has 
increased  the  subsidy  to  $58  million. 
However,  at  a  time  when  the  trunks 
can  sec  OUT)  gloom  ahead,  the  feeders 
can  see  pie  in  the  sky. 

One  of  them.  North  Central  Air- 
lines of  Minneapolis,  already  has 
shown  the  way.  In  16  of  the  17  years 
since  Hal  N.  Carr,  50,  took  over  as 
chairman  of  North  Centra!,  the  com- 
pany has  shown  a  profit.  The  perfor- 
mance is  especially  striking  because 
North  Central  has  the  industry's  short- 
est flight  length  and  severest  winters. 
(Says  Chairman  Carr,  chuckling: 
"Our  winters  are  like  an   unpleasant 


wife.  You  learn  to  put  up  with  her.") 

Carr  runs  a  lean,  even  (he  admits) 
a  stingy,  airline.  And  he  selects  his 
aircraft  successfully.  He  has  only  two 
types  now,  the  Convair  580  for  North 
Central's  short  hauls  and  the  DC-9 
for  longer  hauls.  When  he  sold  his 
old  aircraft,  he  sold  them  for  a  profit 
over  book  value.  Others  were  not  so 
lucky.  Frontier,  for  one,  took  a  $7.3- 
million  write-down  when  it  put  its  old 
aircraft  on  the  block  in  1969.  Alleghe- 
ny Airlines  wrote  its  aircraft  down  to 
the  tune  of  $4.3  million  in  1969. 

Carr  has  only  one  class  of  service 
on  his  planes,  in  common  with  most 
other  regionals,  and  has  cashed  in  on 
the  trend  to  cheaper  seating.  Last 
year  over  81%  of  U.S.  passengers  flew 
tourist  class;  the  figure  is  more  than 
90%  today,  according  to  Carr. 

Luck  is  always  a  factor  in  busi- 
ness. One  man's  bad  luck  can  be  an- 
other man's  good  luck.  Last  year's 
long  strike  against  Northwest,  Carr's 
chief  competitor,  led  to  record  earn- 
ings for  North  Central.  And  the  CAB's 
recent  route  awards,  like  Milwaukee- 
New  York  and  Milwaukee-Cincinnati, 
have  been  gold  mines.  This  year's 
first-half  revenues  were  up  25%,  and 
the  company's  traditional  first-half 
loss  was  cut  from  last  year's  $1.3  mil- 
lion to  $800,000. 

If  that's  the  way  to  run  a  regional 
airline,  North  Central  has  still  only 
managed  to  live  within  its  subsidy; 
it  wouldn't  have  been  profitable  in 
any  year  without  it.  And  for  the  fu- 
ture, Carr  has  the  incalculable  ad- 
vantage '  of  growth  from  his  new 
routes,  a  fixed  fleet  of  aircraft  (he 
plans  no  additions),  and  increasing 
acceptance  by  the  flying  public  of 
North   Central's   service    (he   has   re- 


The  Regional  Airlines 


Airline                      Net  Revenue  Passenger 

Revenues                Income  Miles                   Recent  Price 

1970       Gain  From       1970  1970       Gain  From    Stock  Range 

Companies         (millions)        1967        (millions)  (millions)        1967           Price  1970-71 


Allegheny  Airlines  $154.6 

Frontier  Airlines*  91.8 

Hughes  Air  Westf  85.5 

Mohawk  Airlines  63.2 

No.  Cent.  Airlines  92.0 

Ozark  Air  Lines  68.1 

Piedmont  Aviation  72.2 

Southern  Airways  49.4 

Tex.  Int.  AirlinesJ  62.4 


1950/0  $  0.6 

61  d3.6 

49  dlO.l 

43  dll.9 

115  2.2 

90  d2.3 

90  d2.6 

104  d3.3 

94  d7.2 


1,686 
1,023 
893 
564 
806 
677 
754 
431 
673 


1470/0 

55 

57 

16 
109 

87 

65 

87 
101 


12V4    18%-83/4 
5%      8%-3% 


33/4 
33/4 

6y« 

5% 

5% 


63/4.3 

6V2-2 

67/8-3 

17%-4'/2 

8  -3% 

9  -23/4 


Total  Regional         739.2 
Airlines 

92 

d38.2. 

7,507 

83 

Total  Domestic     6,273 
Trunk  Airlines 

42 

dl00.4 

95.900 

35 

•  47%  owned  by   RKO  General,     t  Owned  by  Hughes  Air  Corp.,  which  is  22%  owned  by  Howard  Hughes; 
78%  owned  by  Hughes  Tool  Co.    (100%  owned  by  H.  Hughes).     $  41%  owned  by  M.E.I.  Corp.     d  Deficit. 


tained  some  of  the  traffic  North 
Central  got  from  Northwest  during 
its  strike). 

A  unique  case?  Not  entirely.  The 
other  regionals  have  the  same  advan- 
tages. First,  growth.  Last  year's 
growth  of  17%  sliced  the  regionals' 
losses  from  $63  million  in  1969  to 
$37  million  in  1970.  It  came  largely 
from  new  route  awards  by  the  CAB, 
like  North  Central's.  They  are  prof- 
itable in  themselves  and,  as  Carr 
points  out,  a  major  reason  for  grant- 
ing these  routes  was  the  regionals' 
ability  to  use  their  aircraft  more  ef- 
ficiently. North  Central,  for  example, 
serves  as  its  own  feeder  line,  so  that 
about  40%  of  the  company's  through 
passengers  on  the  Milwaukee-to-New 
York  flight  are  on  the  airplane  before 
the  plane  even  reaches  Milwaukee. 
Regional  airlines  in  these  flights  are 
the  feeder  lines  for  themselves. 

But  the  regionals  are  filling  their 
airplanes  on  these  routes,  in  competi- 
tion with  the  majors.  That's  something 
they  would  never  have  done  20  or 
even  ten  years  ago. 

No  More  Planes 

Just  as  important  to  the  regionals' 
hopes,  they  have  no  plans  to  order 
new  aircraft,  and  fuller  planes  mean 
fuller  profits.  Last  year  their  overall 
load  factor  (the  percentage  of  seats 
filled  by  paying  passengers)  rose  from 
42.9%  to  44.3%  and  is  up  again  this 
year.  Over  the  same  period,  the  do- 
mestic trunks,  with  their  new  747s, 
saw  theirs  drop  from  49.9%  to  49.3% 
and  drop  again  this  year.  And  prob- 
ably they  will  drop  again  as  they 
receive  their  airbuses,  their  DC  10s 
and  their  L  1011s. 

No  new  aircraft  means  no  new 
debt  to  finance  them.  Although  seven 
regionals  lost  money  last  year  (Al- 
legheny turned  in  a  small  profit) ,  three 
of  them  had  operating  income.  One 
other,  Mohawk,  had  operating  income 
in  1969  before  it  ran  into  last  year's 
devastating  strike  (Mohawk  is  now 
being  merged  with  Allegheny).  What 
turned  operating  income  into  net 
losses  was  almost  entirely  interest  pay- 
ments on  debt.  Without  the  burden  of 
additional  debt  to  finance  new  air- 
craft, the  regionals,  for  the  first  time 
in  their  troubled  history,  have  a  good 
chance  of  translating  revenue  growth 
to  the  bottom  line. 

Some  are  still  in  rough  financial 
shape,  and  there  probably  will  be 
more  mergers.  But  those  poor  rela- 
tions may  make  it  back  to  the  big 
time  before  the  once-rich  majors  do.  ■ 
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The  Funds 


The  British  Fund  Managers  Approve 


In  the  wake  of  President  Nixon's 
sweeping  economic  moves,  how  do 
British  money  managers  feel  about 
the  U.S.  stock  market?  Almost  to  a 
man,  they  feel  fairly  optimistic. 

British  investment  trusts  and  unit 
trusts,  counterparts  of  U.S.  mutual 
funds,  have  been  having  the  same 
problems  that  face  their  U.S.  cous- 
ins: redemptions  exceeding  sales. 
But  in  the  week  following  Nixon's 
speech,  reports  a  director  of  Save 
and  Prosper,  Britain's  largest  unit 
trust:  "Our  American  fund  has 
been  selling  quite  successfully." 
The  Save  and  Prosper  director, 
R.J.  Hebblethwaite,  attributes  the 
pickup  not  to  informed  public  en- 
thusiasm but  to  stockbrokers  who 
were  impressed  by  Nixon's  message 
and  urged  clients  to  step  up  hold- 
ings of  U.S.  stocks. 

For  a  Briton  to  buy  U.S.  securi- 
ties at  all,  he  must  be  a  real  be- 
liever. The  pound  is  not  freely  con- 
vertible for  investment  purposes. 
Investors  must  pay  a  25%  premium 
to  the  British  government  to  get 
investment  dollars.  Thus  a  Briton 
buying,  say,  IBM  would  have  to 
pay  around  $400  a  share  for  a 
stock  that  sold  in  New  York  for 
$315.  At  the  same  time,  a  British 
investor  already  owning  IBM  could 


sell  it  to  another  Briton  for  $400. 
Thus,  for  a  Briton  to  hold  U.S. 
stocks  means  that  he  really  wants 
some  of  his  money  in  this  country. 

All  told,  Britons  hold  about  $4 
billion  in  U.S.  stocks;  about  $2.5 
billion  of  this  is  in  the  hands  of  in- 
vestment trusts.  More  so  than 
Americans,  Britons  tend  to  be  long- 
term  investors.  One  reason  is  tem- 
perament. Another:  the  30%  Brit- 
ish tax  on  capital  gains  totaling 
more  than  £500. 

"We  watch  regional  exchanges," 
says  Michael  Coxon  of  Kleinwort, 
Benson  Ltd.,  the  famous  merchant 
bankers,  illustrating  his  firm's  long 
view,  "to  find  companies  that  we 
think  are  going  to  grow  and  give 
us  a  ride  all  the  way  to  the  Big 
Board.  We  want  to  get  in  early 
and  take  the  long-term  ride!" 

The  biggest  single  British  inves- 
tor in  U.S.  securities  is  the  old  and 
prestigious  house  of  Robert  Flem- 
ing Investment  Trust  Ltd.,  whose 
Scottish  founders  more  or  less  in- 
vented the  investment  trust.  Flem- 
ing has  close  to  $900  million  in 
U.S.  securities.  Robert  Thomas,  a 
Fleming  fund  manager,  says:  "U.S. 
companies  still  have  long-term 
growth  potential  and  are  of  a 
size      and      marketability      which 


simply  does  not  exist  in  the  U.K." 

Another  fund  manager  requests 
anonymity,  but  looks  for  a  stronger 
U.S.  market  in  the  months  ahead. 
"The  U.S.  investor  has  been  try- 
ing to  restore  his  liquidity.  But 
the  message  will  get  through  in 
time:  The  only  way  of  beating  in- 
flation, or  even  keeping  up  with  it, 
is  through  investing  in  stocks." 

After  the  U.S.,  the  British  pro- 
fessionals increasingly  favor  Japan. 
British  holdings  of  Japanese  stock- 
have  gone  from  almost  nothing  to 
$500  million.  Says  one  British  mon- 
ey manager:  "After  Mr.  Nixon 
spoke,  the  Japanese  markef  fell  20? 
in  four  days.  But  it  will  go  back 
up.  The  climb  has  already  started." 
Says  another:  "Japan  is  such  a  col- 
lectivist  state,  it  is  easier  for  the 
investor  to  pick  the  stocks.  You 
can  study  the  government  direc- 
tives and  see  fairly  quickly  which 
companies  are  going  to  benefit." 

But  this  money  manager  also  has 
some  reservations:  "They  will  run 
into  industrial  overcapacity  one 
day  soon,  and  I'd  like  to  be  out  of 
Japanese  stocks  by  then." 

Thus,  while  they  share  Ameri- 
cans' doubts  about  the  future, 
cool-headed  British  investors,  by 
and  large,  seem  to  think  the  U.S. 
is  still  a  good  place  to  invest:  It's 
not  the  only  show  in  town,  but  it's 
the  most  liquid  and  diversified. 


The  Lobbyist 


Mutual  fund  investments 
now  total  close  to  $55  billion,  and 
the  funds  themselves  account  for 
something  like  13%  of  all  trades 
on  the  New  York  Stock  Exchange. 
Yet,  when  Congress  launches  its 
upcoming  full-scale  investigation 
of  the  securities  business,  the 
funds   will  probably  be  excluded. 

Chalk  it  up  as  a  victory  for  the 
Investment  Companv  Institute,  the 
mutual  fund  trade  organization. 
In  recent  years,  ICI  has  proven  one 
of  the  most  effective  lobbyists  in 
Washington.  The  ICI  will  be  draft- 
ing position  papers  on  issues  that 
affect  mutual  funds  during  the  in- 
vestigation. But,  as  ICI  Pi  sident 
Robert  W.  Augenblick  puts  it: 
"We  hope  to  be  just  innocent  by- 
standers in  this  one  since  we  had 
legislation  passed  in  our  area 
only  a  year  ago." 

ICI    shuns    the   cocktail   parties 


and  boat  rides  customary  among 
Washington  lobbyists  and  concen- 
trates instead  on  helping  lawmak- 
ers through  the  legislative  process, 
providing  statistics,  outlining 
speeches,  even  drafting  legislative 
amendments.  The  1969  bill  that 
created  the  Securities  Investor  Pro- 
tection Corporation  (SIPC)  orig- 
inally required  the  funds  to  eon- 
tribute  to  a  $150-million  pot  to 
bail  out  investors  caught  by  a  bro- 
ker bankruptcy— a  move  that  would 
have  cost  the  larger  funds  a  bun- 
dle. "We  agreed  there  was  a  need 
for  investor  protection,"  Augen- 
blick says,  "but  it  was  needed  be- 
cause the  general  brokerage  busi- 
ness needed  it,  not  because  of  any 
weakness  in  our  structure.  And 
we  had  the  facts  to  back  it  up." 
So  the  funds  escaped  Inning  to 
pay  the  SIPC  assessment,  and  in 
the  later  mutual  fund  bill  the  man- 
agement fee  and  key  sales  charge 
restrictions  were  watered  down. 
"I  don't  always  agree  with  their 


views,"  says  Sydney  H.  Mendel- 
sohn, chief  of  the  SEC's  Invest- 
ment Company  Regulation  branch, 
"but  the  ICI  never  tries  to  get  cute 
with  the  numbers  they  give  us.  We 
recognize  they  have  an  easier  ac- 
cess to  industry  data  than  we  do." 

More  recently  the  ICI  lobbied 
successfully  to  block  a  one-bank 
holding  company  bill  provision  that 
would  have  allowed  banks  to  offer 
mutual-fund-style  investment  ac- 
counts. Currently  it  is  trying  to  per- 
suade the  SEC  staff  to  relax  their 
advertising  rules  for  funds,  and  at- 
tempting to  influence  the  recom- 
mendations for  a  new  system  of 
fund  sales  charges  and  controls  be- 
ing drawn  up  by  the  NASD. 

ICI  unquestionably  protects  the 
best  interest  of  the  fund  managers, 
but  just  how  well  does  it  pro- 
tect the  fundholder?  The  answer 
is  far  from  clear.  Since  ICI  head- 
ed off  the  SIPC  legislation,  for  in- 
stance, at  least  one  management 
company  has  gone  bankrupt. 
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We  don't  talk  about  opportunities. 
We  create  them. 


Billy  Joe  Hooper  is  the  boss. 
His  income  is  better  than  good 
because  he  successfully  runs 
a  Texaco  service  station. 

What's  more,  he  owns  his  own 
home,  a  new  car,  and  his  three 
children  are  assured  a  college 
education.  And  now  he's  become 
a  Texaco  wholesaler  with  two 
trucks  to  make  deliveries. 

Things  weren't  always  so  good 
for  Billy  Joe;  back  in  1959  he  was 


working  in  a  lesser  job.  At  night, 
to  earn  extra  money,  he  worked 
as  an  attendant  in  a  Texaco 
service  station. 

Impressed  by  his  hard  work  and 
determination,  we  arranged  financ- 
ing so  he  could  go  into  business 
for  himself. 

Today,  Billy  Joe  Hooper  is  just  one 
of  1,700  minority  group  retailers 
who  operate  their  own  Texaco 
stations.  We  have  a  special  program 


to  train  minority  group  members 
who  are  interested  in  doing  this. 
We  call  it  Operation  Opportunity. 

Call  it  what  you  will,  it  proves  a 
point.  We  at  Texaco  don't  just  talk 
about  opportunities.  We  create 
them.  If  you  know  someone  who  may 
be  interested,  please  write  to  us: 

Manager,  Training 

Sales —United  States, 

Texaco  Inc.,  135  East  42nd  Street, 

New  York,  N.Y.  10017. 


We're  working  to  keep  your  trust.  mEX  AC(J 


The  Funds 


The  Performance  Game,  1971  Rules 


Burned  by  the  hot  stocks  in  1969 
and  1970,  the  mutual  funds  turned 
to  the  blue  chips  and  established 
growth  stocks.  Or  so  many  people 
think.  Only  that  isn't  entirely  what 
has  happened.  Most  mutual  funds 
still  rise  and  fall  on  performance, 
and  it's  hard  to  get  performance 
out  of  stocks  that  everybody  al- 
ready knows  are  good.   Have  the 


funds  returned  to  the  hot  little 
companies?  No.  They've  concen- 
trated heavily  on  what  they  hope 
will  be  turnarounds. 

Arthur  Lipper  &  Co.  has  com- 
piled a  list  of  stocks  where  mutual 
fund  holdings  amount  to  20%  or 
more— with  a  few  over  30%— of 
the  outstanding  stock.  A  substan- 
tial portion  are  low-price/ earnings- 


ratio  stocks,  or,  in  the  case  of  sev- 
.  eral  of  the  airlines  on  the  list,  no- 
price/earnings-ratio  stocks— stocks 
where  there  appears  to  be  a  sub- 
stantial chance  that  there  could  be 
a  turnaround  either  in  earnings  or 
in  price/ earnings  ratios  or  in 
both.  There  are  few  true  blue 
chips  represented.  And  few  true 
growth  stocks.  ■ 


Stocks  owned  20%   or  more  by  the  funds 


— Latest  12-Month , 

Price/ 

Revenue 

Earnings 

:arnings 

Recent 

Company 

(millions) 

Per  Share 

Ratio 

Price 

ACF  Inds. 

$  323.5 

$  2.67 

22 

57% 

Allegheny  Airlines 

165.0 

dl.16 

— 

13% 

American  Airlines 

1156.5 

d2.36 

— 

34% 

American  Broadcasting  Cos. 

735.2 

1.81 

24 

423/4 

American  Med.  Enterprises 

61.9 

1.03 

31 

32»/4 

American  Re-Insurance 

185.41 

4.47J: 

18 

80% 

American  Reserve 

78.3f 

2.19* 

28 

61 

Barnett  Banks  (Fla.) 

57.6 

1.81 

15 

263/4 

Bath  Inds. 

214.1 

1.81 

21 

38 

Beckman  Instruments 

136.5 

1.11 

35 

39'/4 

Brunswick 

481.2 

1.15 

30 

34% 

Brush  Beryllium 

41.0 

1.37 

15 

201/2 

Burlington  Northern 

1007.6 

2.73 

20 

55 

Capital  Cities  Broadcasting 

86.7 

1.64 

29 

47 

Clorox 

118.6 

1.70 

27 

46% 

Col  well  Co. 

12.6 

1.43 

15 

20% 

Continental  III.  Realty 

9.7 

2.29 

17 

383/4 

Daylin 

345.5 

1.48 

13 

193/4 

Delta  Air  Lines 

661.3 

1.57 

29 

45'/4 

Deltona 

109.0 

1.87 

18 

33% 

Eastern  Air  Lines 

996.5 

dl.00 

— 

20% 

Empire  Financial 

16.0 

1.46 

11 

151/2 

Evans  Products 

613.8 

2.11 

23 

473/4 

Fanny  Farmer 

24.7 

d0.94 

— 

135/8 

Fieldcrest  Mills  222.6  2.30  16  36 

First  Charter  Financial  204.2  1.47  17  25% 

First  Mortgage  Investors  24.5  2.31  12  27% 

First  National  Stores  855.2  1.34  27  36% 


Flintkote 
Garrsble-Skogmo 
General  Battery 
General  Cigar 


389.5 

1318.0 

79.7 

265.8 


1.67 
3.30 
2.17 
2.98 


18  29% 

12  38% 

14  29% 

9  28 


General  Portland  Cement  134.7  1.51  21 

General  Signal  200.9  3.57  20 

Gibraltar  Financial  58.6  1.54  15 

Gimbel  Bros.  733.0  1.50  21 


32 
73 

22% 
31% 


Great  Western  Financial  244.5  1.09 

Grolier  212.5  2.18 

Horizon  Corp.  79.8  5.48 

Imperial  Corp.  of  America  105.2  1.06 


24  26 

10  22 

7  36% 

14  143/4 


Informatics  18.8  0.17 

Int'l.  Foodservice  Systems  85.5  0.56 

Kaiser  Cement  &  Gypsum  119.7  0.78 

King's  Dept.  Stores  222  7  0.91 


57  9% 

38  2iy« 

24  18% 

21  19% 


Company 


-Latest  12-Month ,    Price/ 

Revenue     Earnings   Earnings  Recent 
(millions)  Per  Share     Ratio       Price 


Kinney  Services 

$  583.8 

$  2.03 

17 

34% 

Lafayette  Radio  Elec. 

65.8 

1.31 

18 

23% 

Leasco 

578.2 

2.00* 

12 

23% 

Levitz  Furniture 

128.6 

1.11 

72 

79% 

Lomas  &  Nettleton  Mtg.  Inv. 

9.1 

2.92 

14 

41% 

R.  H.  Macy 

943.4 

2.28 

19 

433/4 

Mapco 

87.3 

2.04 

15 

31% 

Martin  Marietta 

915.6 

1.86 

11 

20% 

McDonald's  Corp. 

228.1 

1.13 

51 

58% 

Metromedia 

148.8 

1.10 

26 

28% 

MGIC  Investment  Corp. 

29.9t 

1.37$ 

57 

77% 

National  Airlines 

277.1 

d0.46 

— 

26% 

National  Semiconductor 

38.1 

0.66 

56 

37 

Northwest  Airlines 

315.4 

0.51 

60 

30% 

Northwest  Inds. 

507.2 

2.83 

11 

32% 

Northwestern  Nat'l.  Life  Ins. 

116.lt 

0.84* 

25 

21% 

Pacific  Southwest  Airlines 

98.9 

1.59 

16 

243/4 

Pennsylvania  Life 

75.0t 

0.76* 

45 

34% 

Philip  Morris 

1730.0 

3.77 

18 

69% 

Pier  1  Imports 

29.3 

1.32 

26 

343/4 

Research-Cottrell 

86.1 

0.85 

63 

53% 

Rex-Noreco 

8.4 

0.97 

23 

22% 

Ryder  Systems 

257.0 

1.44 

40 

58 

Saxon  Inds. 

281.2 

1.48 

15 

21% 

Scope  Inc. 

13.0 

0.51 

26 

13 

Scovill  Mfg. 

443.4 

3.02 

15 

46% 

Seaboard  Coast  Line  Inds. 

566.7 

3.83 

18 

683/4 

Standard  Sec.  Life  Ins. 

12.0f 

0.531: 

34 

18 

Studebaker-Worthington 

842.9 

6.52 

9 

60% 

Sutro  Mtg.  Inv.  Tr. 

4.3 

1.64 

13 

21% 

Tandy 

350.3 

1.28 

27 

34 

TelePrompTer 

37.5 

1.81 

46 

83 

Trans-Coast  Investment 

8.0 

0.48 

10 

4% 

Trans  World  Airlines 

1189.5 

d5.33 

— 

31% 

UAL 

1592.4 

d2.99 

— 

39% 

United  Merchants  &  Mfg. 

710.2 

2.36 

13 

31% 

U.S.  Financial 

152.2 

1.79 

24 

42% 

U.S.  Freight 

372.0 

1.21 

23 

27% 

Vornado 

823.6 

1.92 

15 

27% 

Watkins-Johnson 

36.1 

1.02 

26 

26% 

Western  Union  Int'l.  55.6  1.54  23 

White  Consolidated  Inds.  704.1  1.91  15 

Williams  Cos.  326.3  3.05  15 

Zapata  Norness  227.3  2.91  11 


35% 
27% 
46% 
32 


tPremium  Income.     ^Adjusted.     'Forbes  Estimate.     Source:  "Insight,"  Arthur  Lipper  Corp;  Forbes. 
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READERS  SAY 


(Continued  from  page  14) 

ite  individual  investor  more  choice 
:han  he  can  get  any  other  way.  Whether 
Jie  present  schedule  of  sales  charges 
presents  fair  compensation  for  the  ser 
kices  rendered  is  an  open  question  and 
5  presently  under  review  by  the  SEC 
ind  Congress.  If  and  when  changes  are 
nade.  it  will  be  too  bad  if  the  contribu- 
aons  of  the  system  of  selling  are  not 
dequately  recognized. 

—Charles  F.  Bonnet 

Registered  Representative 

TRATCO,  Inc. 

Green  Valley,  Ariz. 

Sir:  Checking  on  how,  over  the  lat- 
est 12-month  period,  no-loads  compared 
with  load  funds  in  your  mutual  hind 
■atiimv  I  found  the  following:  77%  of 
new  no-load  funds  beat  the  Forbes  stock 

iverage  compared  with  57$  of  the  new 
load  funds  |  ignoring  sales  charges).  The 
20  odd-lot  favorites  did  even  worse, 
ivith   only   45'i   exceeding   the    12-month 

.verage.  While  not  "statistically"  signif- 
icant, an  investor  who  had  randomly 
selected  one  of  the  39  new  no-load 
funds  would  have  had  a  pretty  good 
practical  edge  without  paying  a  hefty 
premium. 

— R  A    Li \ 1NDER 
Richmond,  Calif. 

Sin:  We  are  sorry  not  to  have  tin  - 
lished  the  proper  information  originally, 
requested  in  Forbes'  1971  investment 
company  questionnaire.  Based  on  the 
correct  figures,  Niagara  Share's  ratings 
ould  probably  be  B  in  up  markets  and 
C  in  down  markets. 

— Civ  P.  Bernbb 

Vice  President, 

Niagara  Share  Corp. 

Buffalo,  N.Y. 

Sir:  I  look  forward  to  reading  your 
Annual  Mutual  Fund  Survey.  It  occurred 
to  me  that  differences  in  the  dividend 
policies  of  the  various  funds  made  cer- 
tain comparisons  difficult.  Since  many 
mutual  fund  investors  reinvest  both  or- 
dinary' income  dividends  and  capital 
gains  into  additional  shares  of  their 
funds,  it  seems  to  me  that  your  survey 
would  be  more  meaningful  if  it  assumed 
reinvestment  of  all  dividends. 

—George  N.  Terris 
Washington,  D.C. 

Since  the  performance  of  the  funds 
is  compared  with  that  of  the  market 
averages— which  do  not  reinvest  divi- 
dends—use of  the  income  dividends 
would  invalidate  the  comparison— Ed. 

How  Good  Is  Bell  &  Howell? 

Sir:  Your  article  on  Bell  &  Howell 
( Sept.  1 )  implies  that  new  product  devel- 
opment expenditures  were  significantly 
reduced  after  1967.  In  fact,  these  ex- 
penditures [were]  $19.8  million  in  1967, 
$18.3  million  in   1968;   $19.8  million  in 


1969;  $18.6  million  in  1970;  and  are 
budgeted  for  the  year  1971  somewhat 
in  excess  of  1970. 

It  is  [also]  a  matter  of  public  record 
that  our  first  six-month  sales  and  net  op- 
erating earnings  in  1971  were  a  record.  It 
seems  rather  difficult  to  draw  from  this 
that  we  are  not  returning  to  former  lev- 
els of  profitability. 

In  regard  to  Mr.  Peterson's  record  at 
B^ll  &  Howell,  the  facts  are  that  he  be- 
came chief  executive  in  1963,  not  1965; 
that  he  left  the  company  in  February  of 
1971,  not  1970;  and  that  our  profits 
peaked  in  1968,  not  1967. 

—Henry  E.  Bowes 

President 

Bell  &  Howell 

Chicago,  111. 

1 )  We  did  not  say  new  product  devel- 
opment costs  were  "significantly  reduced"; 
we  said  there  teas  "trimming."  The  fig- 
ures seem  to  bear  us  out,  particularly 
since  these  outlays  were  definitely  declin- 
ing as  a  percentage  of  sales. 

2)  As  for  pro  fit  ability,  we  stick  by  our 
statement  in  spite  of  B&H's  earnings 
progress  this  year.  Even  assuming  the 
company  does  somewhat  better  in  the  sec- 
ond half  than  in  the  first,  its  earnings 
per  share  will  return  about  9%  on  stock- 
holders' equity;  this  compares  with  11% 
and  better  in  the  mid-Sixties.  Significant- 
ly, the  bulk  of  this  year's  gains  seems  to 
stem  from  lower  interest  costs. 

3)  We  erred  on  the  dates  of  Peterson's 
arrival  and  departure— although  a  spokes- 
man for  Bell  &  Howell  confirmed  the 
dates  that  we  published.  Our  state- 
ment that  B&H  earnings  peaked  in 
1907  rather  than  1968  was  based  on 
figures  published  by  Standard  &  Poor's, 
which  showed  earnings  of  $2.40  a  share 
in   1967,   vs.  $2.33  in   1968-Ed. 

Sir:  I  make  the  following  comments 
based  on  25  years  of  direct  association 
with  Bell  &  Howell  Co.,  14  yea:s  as 
chief  executive  officer  and  20  years' 
knowledge-  of  Pete  Peterson.  I  consider 
the  article  by  your  reporter  on  Bell  & 
Howell  (  Forbes,  Sept.  1  )  and  Pete  Pe- 
terson to  be  both  inaccurate  and  unfair. 
The  final  straw  [in  the  article]  is  the  sug- 
gestion that  Peterson  "skipped  oil  to  the 
White  House"  as  though  this  were  an  act 
of  irresponsibility.  Even  casual  inquiries 
would  have  revealed  President  Nixon's 
intensive  search  [to  fill]  this  obviously 
crucial  job.  The  President  himself  pub- 
licly described  Pete  Peterson  as  "one  of 
the  most  able  .  .  .  and  brilliant  chief  ex- 
ecutive officers  of  this  generation." 

—Charles  H.  Percy 

United  States  Senator 

Chicago,  111. 

Sir:  We  have  our  full  share  of  both 
strengths  and  weaknesses.  Unfortunate- 
ly, few  of  the  many  positive  and  en- 
couraging factors  were  mentioned  in 
the  article.  Obviously,  any  new  chief  ex- 
ecutive officer  such  as  myself  is  going 
to  make  changes.  By  no  stretch  of  the 
imagination,  however,  could  it  be  stat- 
ed about  Pete  Peterson,  nor  did  I  say 
or  imply  in  my  interview  with  your  re- 
(Continued  on  page  103) 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  alt  monies  unless  your 
own  appraisal  shows  value  %  to  l/2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

|    NAME   

|    ADDRESS     

I     


ZIP 


CAN  YOU  PASS 
THIS  FUND  QUIZ? 

1.  How  can  risk  of  loss  be  reduced  when 
you  invest  in  Mutual  Funds? 

2.  For  Income,  Performance  in  UP  &  DOWN 
markets,  how  do  the  5  TOP  No-Load 
compare  with  the  5  TOP  Load  funds? 

3.  WHICH  29  funds  have  performed  well 
in  both  UP  and  DOWN  markets? 

4.  Of  437  funds,  only  13  are  rated  Above- 
Average  for  Growth  — Income— Stability 
combined.  Name  the  13. 

5.  WHICH  were  the  TOP  PERFORMING 
funds  in  each  year  of  the  past  8  years, 
1963  through  1970? 

If  you  flunk  this  quiz  get  FundScope, 
the  monthly  Mutual  Fund  Magazine  — 
a  thinking  man's  guide  to  mutual  funds. 
Money-making,  money-saving  answers  to 
these  and  many  more  questions  will  arrive 
with  your  subscription. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  Includes  FundScope's 
Annual  APRIL  '71  MUTUAL  FUND  GUIDE 
—  a  484-page  book  with  all  the  vital  infor- 
mation you  need  on  456  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $15.) 
ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $50.00  (10 
day  returnable  guarantee).  Include  ZIP. 
No  salesman  will  call. 

FundScope,  Dept.  f  20,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 
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Some  of  our  most  important  stockholders 
dont  know  they're  stockholders. 


For  one,  this  secretary.  But  she 
does  own  a  part  of  us. 

Her  company's  pension  fund 
invested  in  us  a  few  years  ago, 
and  every  dividend  we  issue 
adds  to  the  value  of  her  part  of 
the  fund. 

And  she's  not  alone. 

Millions  of  owners 

While  over  239,000  people  own 
our  stock  directly,  millions 
more  are  indirect  stockholders. 

Maybe  the  mutual  funds  they 
own  hold  our  stock.  Over  80 
funds  do. 

Or  their  life  and  health  insur- 
ance policies  may  be  backed 
by  investments  that  include  our 
slock. 

Record  performance 

for  48  consecutive  quarters— in- 
cluding the  first  two  quarters  of  this 
year  as  well  as  1970,  a  year  when 
many  U.S.  companies  experienced 
lower  sales  and  profits— we  have 
established  new  records  in  con- 
solidated sales  and  revenues,  net 


income  and  earnings  per  share. 

Last  year,  our  consolidated 
sales  and  revenues  reached  $6.4 
billion,  an  increase  of  12% 
over  1969  restated  sales  and 
revenues  of  $5.7  billion. 

Consolidated  net  income  rose 
to  $353  million,  an  increase 
of  21  %  over  restated  1969  net 
income  of  $293  million. 

Earnings  per  common  share, 
after  recognition  of  all  common 
stock  equivalents,  were  equal 
to  $3.1 7,  for  an  increase  of  20% 
over  1969  restated  earnings  per 
share  of  $2.65. 

Millions  benefit 

Millions  and  millions  of 
Americans,  like  you,  share  in  our 
growth.  Our  stockholders,  cer- 
tainly. The  indirect  stockholders, 
too,  like  the  secretary. 

And  all  those  who  benefit  from 
low-cost  public  housing,  medi- 
care, training  of  the  hard-core 
unemployed,  veterans'  education 
programs,  research  in  air  and 


water  pollution,  the  wars  on  drug 
abuse  and  cancer. 

ITT  and  you 

It  is  the  profitable  businesses 
like  ours  that  are  the  original 
source  of  all  funds— through  taxes, 
employment  and  investment— 
for  activities  that  generate  change 
for  the  better  for  you.  Especially 
change  that  is  Government 
sponsored. 

That's  the  system.  The  free 
enterprise  system— in  which 
31,900,000  Americans  have 
invested. 

For  the  way  of  life  it  has  given 
us,  you  can't  beat  it. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 


ITT 

SERVING  PEOPIE  AND  NATIONS  EVERYWHERE 


The  Forbes  Index 


preliminary    f 


JUNE 125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT.   122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.4 

JUNE 136.4 

JULY  (Prel.)  136.9 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building9  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt'  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Everything  is  Different 


The  stock  market  has  been  simmer- 
ing down  after  boiling  over.  After  two 
weeks  of  emotionally  and  impatiently 
jumping  to  conclusions,  investors  and 
speculators  experienced  the  inevitable 
aftermath.  The  euphoria  has  faded  a 
little,  and  searching  questions  for 
which  there  are  no  immediate  pat  an- 
swers are  asked.  Everything  is  differ- 
ent: in  Washington,  in  foreign  ex- 
change relationships,  in  labor  circles, 
in  investments,  in  fears,  in  hopes  and 
in  .expectations.  But  in  most  areas, 
no  one  knows  exactly  how  things  are 
different.  We  do  know  the  atmosphere 
is  not  anything  like  as  "cheesy"  or 
deadlocked— and  many  things  will 
happen  in  the  next  four  to  six  months. 
Most  important  of  all,  the  present 
"freeze"  of  wages  and  prices  (which 
now  is  40  degrees  below  zero)  ex- 
pires on  Nov.  13;  but  we  still  have 
to  guess  how  much  and  how  soon  it 
will  thaw,  and  what  the  thermometer 
will  register  in  different  areas  after 
the  middle  of  November  and  into  the 
first  half  of  1972.  It  is  absolutely  cer- 
tain, I  think,  that  there  will  be  more 
and  not  less  price  and  wage  regula- 
tion,  and  less   uniform   rules,   as   bu- 

Mr.    Hooper   is  associated  with  the   New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


reaucracy  stretches  its  tentacles  into 
the  economy.  Regardless  of  good  in- 
tentions, it  is  inevitable,  too,  that  in 
the  12  months  just  before  a  Presi- 
dential election  the  regulation  will 
have  political  overtones. 

In  circumstances  like  this,  the  stock 
market  is  likely  to  be  all  over  the  lot. 
So  far  as  the  averages  are  concerned, 
I  don't  see  a  big  bear  market  or  a 
steady  uptrend.  I  am  guessing,  how- 
ever, that  after  the  hesitation  in  early 
September  the  stock  market  will  ap- 
pear to  be  strong  on  balance,  al- 
though highly  selective.  Perhaps  by 
the  end  of  the  year,  or  early  in  1972, 
the  Dow  Jones  industrials  may  ap- 
proach or  slightly  exceed  the  old  tops. 
This  is  partly  because  the  "big"  stocks, 
the  blue  chips,  the  conventional  and 
cyclical  issues  will  probably  do  much 
better  than  the  glamours  and  the 
shares  of  smaller  and  marginal  corpo- 
rations. I  am  sure  this  will  be  a  time 
in  which  all  of  us  will  be  speculat- 
ing rather  than  investing,  and  a  time 
When  we  will  doubt  ourselves  more 
frequently,  and  change  our  minds 
more  often. 

History  shows  wage  and  price  con- 
trols generally  taking  the  same  course. 
They  work  fairly  well  at  first.  Then, 


as  they  become  more  elastic  (as  they 
always  do),  those  who  are  regulated 
become  more  and  more  dissatisfied 
and  more  conscious  of  real  and  imag- 
ined inequities.  Finally,  the  controls 
become  so  complicated  and  unpopu- 
lar that  they  have  to  be  abandoned. 
We  are  currently  in  the  honeymoon 
of  wage  and  price  controls.  Don't  ex- 
pect it  to  last.  Essentially,  we  are 
monkeying  with  the  age-old  law  of 
supply  and  demand— and  that's  an 
important  law.  It  works  better  than 
controls— and  it  is  immortal  whereas 
controls  are  mortal. 

A  Profits  Tax? 

Right  now,  to  make  controls  work 
labor  "has  to  be  good";  it  may  have 
to  be  bribed  and  cajoled.  The  present 
labor  claim  is  that  labor  is  making  all 
the  sacrifices  to  make  business  more 
profitable.  With  personal  compensa- 
tion frozen,  and  the  stock  market  go- 
ing up,  labor  may  be  convinced  that 
this  is  true.  So  there  is  a  demand  for 
a  limit  on  profits,  and  perhaps  even 
a  hated  excess  profits  tax.  My  guess 
is  that  wages  will  be  permitted  to  be- 
come just  a  little  more  fluid  and  that 
business  will  have  to  pay  slightly 
higher  taxes,  but  that  there  will  be 
more  heat  than  action  generated  in 
either  direction.  I  sense  that  labor 
families  are  more  willing  to  cooperate 
than  union  leaders;  and  that  some  un- 
ion leaders  simply  are  making  a  fuss 
to  defend  their  own  jobs. 

Because  so  many  readers  have 
bought  McCulloch  Oil  (28)  on  my 
suggestion,  I  feel  that  I  should  bring 
them  up  to  date  on  this  intriguing 
company.  McCulloch,  in  recent  years, 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  MO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center.  Oept  M 
Baltimore,  Md.  21201  Phone  (301)  539-1992 


tMrt    Investments  Geared  to  America's  Future 
JMF1 
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JOHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS. 


THE  WAY  TO 

WEALTH 


tlcally  treated  by    I 
youno  i  n  a  series    f 

of     exceptionally     valuable    J 
guides  bearing  such  titles  as:     jejto, 

Turning  Opportunities  Into  Bank  Balances 

Is  It  Easy  To  Make  Money? 

How  To  End  Your  Financial  Worries 

The  Business  Force  &  The  Business  Farce 

Are  You  A  Nobody? 

New  Roads  To  Opportunily  &  Woaith 

Mastery  Ot  Financial  Success 
Mailed    on    request    without    charge    to    any 
ambitious  individual   prospecting  for  a  busi- 
ness   opportunity   that  can    provide   financial 
independence 

WRITE   FOR   YOUR   FREE   BOOKLET  TODAY! 
FORT.    International    P.O.  Box  22458, 
Denver,  Colorado  80222.  Phone  (303)  757-5500. 


has  been  more  of  a  land  development 
company  than  an  oil  company.  In 
fact,  in  some  years  it  has  appeared,  to 
me  to  be  less  than  10%  oil.  The  big 
growth  has  come  from  land  sales, 
and  the  land  sale  business  seems  to 
be  growing  as  fast  as  ever.  While 
Lake  Havasu  City  no  longer  is  so  all- 
important,  Pueblo  West  has  come 
ahead  rapidly  and  Fountain  Hills 
( near  Phoenix )  now  is  coming  "on 
stream."  The  company's  smaller  Ar- 
kansas and  Nevada  units  are  selling 
land  for  the  first  time.  But  the  big 
stirring  in  McCulloch  now  is  in  oil, 
and  on  a  percentage  basis  the  oil 
business  appears  to  be  growing  more 
rapidly  than  the  land  business,  espe- 
cially since  it  is  growing  from  a 
small  base. 

This  year,  largely  through  the  help 
of  money  raised  by  Investors  Diversi- 
fied Services  from  the  sale  of  partici- 
pation units  in  exploratory  wells,  Mc- 
Culloch is  drilling  a  dozen  or  so  prom- 
ising wildcats,  and  at  least  two  of 
them  in  California  have  been  success- 
ful. The  Kings  County  (California) 
well,  recently  brought  in  at  a  very 
great  depth,  seems  to  prove  up  a  fair- 
ly important  new  field;  a  number  of 
exploratory  wells  are  being  drilled  in 
the  Anadarko  Basin  of  Texas  and  Ok- 
lahoma; and  a  nice,  highly  profitable 
gas  business  has  been  developed  in 
the  Wyoming  area.  Of  course,  all  this 
new  oil  has  to  be  evaluated  in  the 
light  of  McCulloch's  almost  14  million 
shares  issued,  but  it  certainly  is 
"something  added"  to  a  big,  success- 
ful land  business  which  also  is  grow- 
ing, and  growing  fast. 

A  High-Yield  Risk 

For  those  who  want  a  high  yield 
and  can  take  the  risks  involved  in  a 
speculative  bond,  Lykes  Youngstown 
7/2%  debentures,  now  selling  around 
65  or  66,  may  have  some  appeal. 
These  bonds  were  issued  in  exchange 
for  Youngstown  Steel  common  stock 
and  definitely  are  of  common  stock 
quality.  Interest  on  the  bonds  appears 
to  be  reasonably  safe  over  the  fore- 
seeable future.  It  is  believed  that  the 
company,  which  is  essentially  a  mer- 
ger of  Lykes  Steamship  and  Youngs- 
town Steel,  would  like  to  clear  up  the 
dividend  accrual  on  the  preferred 
stock  (sells  around  20  and  carries  a 
$2.50  back  dividend)  some  time  dur- 
ing the  next  year.  Lykes  Youngstown 
earned  its  bond  interest,  its  preferred 
dividend  and  77  cents  a  share  on  the 
common  in  the  June  quarter.  Bond 
interest  was  earned  by  a  small  mar- 
gin in  1970,  a  bad  yeai . 

With  two-by-fours,  the  all-impor- 
tant building  lumber,  recently  selling 
as  high  as  $100  per  thousand,  the 
lumber  companies  have  been  making 


a  mint  of  money,  profiting  from  the 
already  far  developed  building  boom. 
This  is  a  good  thing  for  Georgia-Pa- 
cific (53)  and  many  other  forest 
products  companies.  As  this  is  written 
Georgia-Pacific  is  selling  almost  exact- 
ly where  it  was  before  Nixon  made 
his  famous  TV  speech. 

Castle  &  Cooke  (16)  will  meet  for  | 
a  decision  on  the  dividend  around  the 
middle  of  this  month,  and  there  is  at  \ 
least  a  chance  that  the  15-cent  divi- 
dend  may  be  passed.  If  it  is,  it  might 
be  a  good  idea  to  buy  the  stock  on 
the  resulting   weakness.   This   largest 
Hawaiian-based    food    company    has 
suffered  from  an  unusual  spate  of  bad 
luck  for  the  past  year  and  a  half.  It 
is    the    largest    factor    in    pineapples 
through   its    Dole    unit,    the   second- 1 
largest     world     factor     in     bananas  i 
through  Standard  Fruit  &  Steamship, 
and  through  the  Bumble  Bee  division 
is  reputed  to  supply  10%  of  the  U.S. 
tuna  pack  and  about  13%  of  the  U.S.  i 
salmon  pack.  It  also  has  a  large  real 
estate  potential.  The  West  Coast  dock 
strike   has   been  an   important  factor  • 
in  recent  poor  earnings.  You  have  to 
be  bearish  on  Hawaii  to  be  bearish  on  i 
Castle  &  Cooke. 

The  Improved  Steels 

The  steels  have  been  acting  much 
better  in  spite  of  the  common  knowl- ! 
edge  that  all  the  steel  companies  will 
report  poor  earnings  for  the  third 
quarter.  It  is  believed,  however,  that 
the  fourth  quarter  will  tell  another 
story.  The  strike-hedge  steel  accumu- 
lated in  the  lush  second  quarter  is  i 
rapidly  disappearing  from  users'  in- 
ventories. Between  the  10%  duty  on 
imports  and  the  rising  cost  of  Japan's 
steel  to  Americans  due  to  the  more 
expensive  yen,  the  competitive  posi- 
tion of  the  U.S.  industry  as  against 
imports  is  greatly  improved.  Now  that 
the  rails  are  in  better  financial  shape, 
there  is  expected  to  be  a  consider- 
able pickup  in  deferred  maintenance 
next  year,  and  that  takes  large  ton- 
nages of  steel.  I  still  prefer  Bethle- 
hem Steel  (27)  and  National  Steel 
( 45 ) ,  and  I  would  be  even  more  bull- 
ish on  these  two  stocks  if  they  de- 
clined a  little  on  poor  earnings. 

I  see  little  evidence  that  the  pub- 
lic is  taking  money  out  of  savings 
banks  to  buy  stocks,  as  it  did  in  the 
strong  markets  of  several  years  ago. 
Stocks  don't  look  as  attractive  to  many 
people  as  money  in  the  bank  at  5%, 
5)2%  or  better,  or  high  grade  bonds  at 
about  7%%.  Don't  underestimate  the 
importance  of  high  interest  rates  on 
thrift  accounts.  High  interest  rate 
explain  why  the  public  is  now  saving 
8%  or  more  of  its  income.  Historical- 
ly, this  is  a  high  rate  of  saving  and 
low  rate  of  spending.   ■ 
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Some  investors  don't  buy 

Moody's  "Handbook  of  Common  Stocks" 

until  after  they've  made  several    

costly  mistakes. 

Why  wait? 

;  Moody's  ' 'Handbook"  costs  only  $15. 
;  Yet  Moody's  believes  it  could  save 
'  you-or  help  you  make-hundreds, 
perhaps  thousands,  of  dollars. 

I  You  can  benefit  from  Moody's  Handbook  whether  you're 
I  a  conservative  investor  or  are  willing  to  take  big  risks 

with  the  purpose  of  making  big  profits.  It  covers  all  the 

stocks  of  interest  to  most  investors :  practically  every 

stock  listed  on  the  New  York  Stock  Exchange,  on  the 

American    Exchange,    plus    many    important    unlisted 

stocks.  2473  stocks  in  all ! 

The  Handbook  includes  plenty  of  significant  facts  for 
each  stock : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  data  is  given  for  1010  widely  held  stocks.  A 
full  page  is  devoted  to  each. 

The  Com  merit  at  the  top  of  each  page  defines  the  qual- 
ity of  the  stock  as  High  Grade,  Investment  Grade,  Me- 
dium Grade,  or  Speculative.  It  includes  Moody's  opinion 
of  what  the  stock  may  offer,  such  as  "better  than  average 
growth  possibilities."  And  highlights  unique  character- 
istics or  possible  drawbacks,  such  as  "Profit  margins 
have  been  slipping  from  competitive  pressures  for  a 
decade." 

A  chart  makes  it  easy  for  you  to  see  how  the  stock's 
price  has  moved  in  relation  to: 

(1)  earnings  per  share 

(2)  dividends  per  share 

(3)  other  stocks  in  the  same  industry 

(4)  Moody's  Industrial  Average 

The  lines  and  figures  on  the  chart  cover  the  last  18  years 
if  the  company  has  been  in  existence  that  long. 

Results  of  Moody's  original  investigations  of  the  com- 
pany are  succinctly  stated  in  three  sections  under  the 
headings  Background,  Recent  Developments  and  Pros- 
pects. 

And  figures  are  given  for  each  of  the  past  ten  years 
for  all  the  appropriate  categories  mentioned  above,  such 


as  Average  Yield,  Price-Earnings  Ratio,  etc.  plus :  Cash 
Flow  per  Share,  Operating  Profit  Margin,  Net  Income, 
and  Dividend  Payout  per  Share. 

Also  included  are  number  of  stockholders  in  the 
company,  the  names  of  principal  officers,  and  similar 
information. 

And  to  make  sure  just  about  any  investor  can  make 
full  use  of  the  Handbook,  there's  a  section  that  defines 
terms,  tells  what  can  be  determined  from  the  statistical 
tables,  besides  explaining  factors  peculiar  to  certain  in- 
dustries (railroads,  airlines,  utilities,  investment  com- 
panies, and  insurance  companies). 

Other  helpful  information  includes  four  separate 
charts  of  Moody's  Industrials,  Railroads,  and  Utilities 
(each  plotted  against  earnings  and  dividends)  plus  the 
Dow  Jones  Industrials  — all  from  1929  on. 

With  these  facts,  charts,  and  comments  on  hand,  isn't 
it  likely  you'll  avoid  many  of  the  mistakes  made  by  un- 
knowing investors?  If  you  look  up  any  of  the  fully  cov- 
ered stocks  in  Moody's  Handbook,  you  won't,  for  exam- 
ple, do  this:  Buy  a  stock  thinking  it  comparatively  safe 
when  unbiased,  professional  investigation  shows  it  en- 
tails considerable  risk. 

You  will  be  able  to  quickly  get  significant  facts  about 
2473  stocks.  You  will  be  able  to  analyze  1010  stocks  in 
any  of  several  ways.  You'll  find,  Moody's  believes,  that 
this  Handbook  can  prove  to  be  worth  many  times  its 
price  for  its  help  in  making  one  single  wise  purchase  or 
sale.  What  is  more,  the  $15  is  tax-deductible. 


iyj  MOODY'S  INVESTORS  SERVICE  INC. 

99  Church  Street,  New  York,  NY.  10007 


Please  send  me  Moody's  Handbook  of  Common  Stocks. 
My  check  for  $15  is  enclosed  so  Moody's  pays  handling 
and  postage  costs.  If  not  completely  satisfied,  I  will  re- 
turn the  Handbook  within  10  days  without  cost  or 
obligation. 


"I 


I 

I      

Name  (printed) 

I 


Address 


City 
I 


State 


Zip  Code 


_ucan 
own  shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
furid- 
for$200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add— if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 

which  describes  the 

fund,  contact  a 

Re  d 

tative  of 
enterprises 
;s,  Inc. 
-,  or  an 

Allstate  _ 

office. 

/instate 


STOCK  ANALYSIS 

By  Heinz  H.  Biel  ■ 


Game  Plan  No.  2 


Some  weeks  have  gone  by  since 
President  Nixon's  Sunday  night  TV 
broadcast.  The  dust  has  settled  and 
the  initial  uproar  has  subsided.  Ev- 
eryone has  had  time  to  reflect,  to  con- 
sider, to  evaluate.  My  own  initial  re- 
action was  critical.  Instead  of  looking 
at  the  whole  package,  I  examined  its 
contents,  item  by  item.  Doing  it  that 
way,  you  can't  help  raising  disapprov- 
ing eyebrows— the  inflationary  aspects 
of  certain  proposals;  the  crudeness 
and  protectionist  character  of  the  10% 
import  duty;  the  unnecessary  display 
of  raw  power  vis-a-vis  some  of  our  real 
friends  abroad. 

I  still  don't  like  some  of  the  items 
in  the  package,  but  I  do  confess  that, 
under  the  circumstances,  the  Presi- 
dent may  have  done  the  right  thing. 
First  of  all,  he  deserves  the  nonparti- 
san respect  of  everyone  for  his  per- 
ceptive courage  to  change  direction 
once  he  realized  that  he  had  entered 
a  dead-end  street.  He  had  demon- 
strated his  flexibility  only  a  few  weeks 
earlier  when  he,  the  old  Commie 
hater  of  the  Forties,  officially  recog- 
nized that  a  Red  China  existed  and 
that  he  was  willing  to  visit  her  lead- 
ers. The  switch  in  economic  policy 
was  equally  dramatic. 

The  President's  timing,  especially 
from  a  psychological  standpoint,  was 
superb.  The  American  people  were 
ready,  if  not  anxious,  to  swallow  any 
bitter  medicine  so  long  as  it  would  al- 
leviate the  fear  of  unemployment,  the 
pain  of  inflation  and  the  general  blah 
feeling  of  discouragement.  He  made 
the  medicine  more  palatable  by  an  ap- 
peal to  patriotism,  if  not  chauvinism, 
by  simultaneously  administering  pun- 
ishment to  those  unkind  foreigners 
whose  selfishness  and  ingratitude  con- 
tributed so  much  to  our  unemploy- 
ment at  home  and  to  the  dollar's 
weakness  abroad.  His  appeal  to  our 
instincts— not  necessarily  our  best,  to 
be  sure— was  timely  and  effective.  He 
had  virtually  the  whole  country  cheer- 
ing for  his  program— not  a  mean  ac- 
complishment for  a  President  who 
heretofore  did  not  enjoy  a  high  mea- 
sure of  popularity. 

It  cannot  be  emphasized  too  strong- 
ly that  under  certain  conditions  good 
political  psychology  is  bound  to  get 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


more  productive  results  than  the  cold 
realism  of  "sound"  economics.  Game 
Plan  No.  1,  theoretically  good  as  it 
was,  did  not  work.  It  lacked  impact, 
confidence-creating  appeal,  to  make 
people  snap  out  of  their  diffidence 
and  put  on  rose-colored  glasses. 

Boom  Ahead 

Now,  it  seems,  the  mood  of  the 
country  has  changed.  We  are  regain- 
ing confidence  in  ourselves.  "Just  give 
us  a  faff  chance  and  we'll  lick  the 
world."  It's  a  corny  platitude  (and  not 
unique  to  Americans)  but  it  works, 
just  as  the  Seabees'  World  War  II  slo- 
gan that  they'd  do  the  difficult  im- 
mediately, while  the  impossible  takes 
a  little  longer.  The  new  spirit  is  re- 
freshing. Everyone  wants  the  Nixon 
program  to  succeed.  Under  such  con- 
ditions can  it  possibly  fail? 

If  you  concur  with  this  line  of 
thinking,  we  can  only  reach  one  con- 
clusion: boom  ahead!  So  long  as  at 
least  a  trace  of  the  present  accept- 
ance of  self-restraint  remains,  this 
boom  can  be  quite  healthy.  We 
should  have  more  people  at  work, 
thanks  partly  to  protectionism,  partly 
to  freer  consumer  spending  and  even- 
tually also  to  larger  capital  expendi- 
tures by  business.  I  would  not  worry 
much  about  threats  of  restricting  prof- 
its. That  would  defeat  all  the  objec- 
tives of  the  Nixon  program  which,  to 
be  sure,  is  not  intended  to  make  the 
rich  richer,  but  whose  main  intent  is 
fuller  employment,  greater  produc- 
tivity and  less  inflation.  Greater  prof- 
itability is  the  welcome  and  also  nec- 
essary side  effect. 

It  seems  premature,  if  not  outright 
stupid,  to  guess  what  corporate  prof- 
its might  be  in  1972.  But  that's  the 
game  we  play  in  Wall  Street.  If  earn- 
ings on  the  Dow  Jones  industrial  stock 
average  are  estimated  at  better  than 
S58  this  year  (vs.  $53  in  1970),  how 
much  can  they  be  in  1972?  I  venture 
a  wild  guess  of  $65  and  it  could  be 
more,  barring  new  crises  which  are 
presently  not  foreseeable.  Well,  ap- 
ply a  reasonably  conservative  multi- 
plier, keeping  in  mind  a  possible 
boom-time  euphoria,  and  it  requires 
little  imagination  to  see  the  DJI  well 
above  the  1000  mark. 

The  stock  market  will  also  be 
helped    along    if    the    trend    toward 
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lower  interest  rates  persists.  This 
strange  phenomenon  obviously  re- 
flects the  belief  that  the  effort  to  slow 
down  inflation  will  be  successful.  Look- 
ing more  than  just  a  few  months 
ahead.  I  have  my  doubts.  But  that  is 
not  the  point.  For  the  time  being,  we 
have  an  additional  bull  factor. 

What  stocks  to  buy0  If  this  is  go- 
ing to  be  a  broad  bull  market,  the 
random  ualk  may  show  results  as 
good  as  any  analyst's  selections  so  long 
as  one  avoids  "problem  stocks."  The 
vary  high-multiple  super-blue  chips 
may  also  find  it  difficult  to  keep  pace 
with  the  general  market  as  will  some 
of  the  conservative  food  stocks  which 
never  experienced  the  recession  or  a 
decline  in  profits. 

Bindix  (41)  and  PPG  Industries 
(40)  remain  on  my  shopping  list,  as 
are  Clark  Equipment  (48),  Caterpil- 
lar Tractor  (54)  and  Ingcrsoll-Rand 
good  international  oils  now 
seem  unduly  depressed  and  deserve 
consideration.  I  like  the  better-quality 
rails  and  a  railroad  equipment  maker 
like  Pullman  (55).  Canadian  Pacif- 
ic's (70)  five-for-one  split  is  expected 
to  become  effective  around  Oct.  1.  I 
cannot  imagine  that  this  stock  will 
hang  around  1  I  very  long. 

Although  the  steels  should  be  ob- 
vious beneficiaries  of  Came  Plan  No. 
1.  I  have  little  enthusiasm  for  this 
industry.  If  you  hold  steel  stocks,  look 
for  an  opportunity  to  sell.  It  may  be 
the  last  chance. 

Slocks  To  Consider 

The  auto  and  tire  companies  should 
do  well.  The  same  goes  for  the  retail 
trade  although  I  find  most  stocks  in 
this  category  a  little  rich  for  my  taste. 
An  exception  is  Unishops  (24)  which 
dropped  sharply  in  price  when  a  fine 
growth  record  was  rudely  interrupted 
by  an  unexpectedly  poor  first  half. 
That  stock  must  now  be  considered 
speculative. 

A  few  other  stocks  deserving  atten- 
tion are  Burlington  Industries  (41), 
Magnavox  (52)  and  Zenith  (52), 
G.E.  (62)  and  Westinghouse  (94), 
all  beneficiaries  of  lessened  foreign 
competition. 

Finally,  the  utilities,  a  most  miser- 
ably performing  group.  At  first  they 
suffered  from  inflation,  high  interest 
costs  and  the  mammoth  need  for  ad- 
ditional financing.  Now  they  have  a 
freeze  on  rates  and  dividends.  I  hope 
our  economic  masterminds  in  Wash- 
ington will  have  the  good  sense  not 
to  cripple  this  vital  industry.  With 
price /earnings  ratios  down  to  less 
than  10  and  yields  ranging  around 
®i%,  the  further  downside  risk  of  the 
utilities  seems  minimal.  However,  it 
may  take  patience  to  reap  worth- 
while capital  gains.  ■ 


Special Introductory  Trial  Offer! 

Value  Line  for  the  next 
three  months  for 

only  $25 


(REGULAR 
RATE*49) 


D 

□ 
□ 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 
REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

'If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Payment  enclosed 
Bill  me 


Signature 

1619 

Name  (please  print) 

Address 

City 

State 

Zip 

(No  assignment  of  this 

agreement 

will  be  made 

without  subscr 

iber's  consent.) 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  If1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address. 
City 


.State. 


L_ 


Zip  Code. 


If  you  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


V 


lama  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  afull  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

■■■.  '  'ike  to  know  more  about 
how  we  manage  millions  of  dollars  in 
inves  ite  for  our  free  48-page 

booklei,  il  investment  Counsel". 

Read  it.  Then  •    cide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

79 18  Ivanhoe  Avenue, 

(P.O.  Box35l)Oepl    2-9-1 

La  Jolla,  California  92037. 


MARKET  TRENDS 

By  Martin  T.  Sosnoff 


A  Lousy  VW  Was  Our  Trojan  Horse 


The  superstructure  for  the  next 
bull  market  is  rising  from  the  ashes 
of  our  postwar  fling  as  a  superpower. 
So  rejoice,  my  children,  the  prodigal 
son  has  come  home.  America  has 
turned  its  pockets  out  to  the  burghers 
of  London,  Paris  and  Tokyo  and  asked 
for  mercy  and  relief.  It  is  about  time! 
For  the  first  step  in  rehabilitation  is  to 
face  the  reality  of  our  crack-up  and 
understand  its  etiology  and  syndrome. 

If  Vietnam  has  proved  anything,  it 
is  that  paranoid  supeipowers  no  lon- 
ger get  their  way  in  the  world. 
China's  nationalism  has  equally  non- 
plussed the  Russians.  Now  we  can  re- 
vert to  being  just  another  selfish  coun- 
try and  enjoy  our  milk  and  honey. 
Perhaps  we  will  spend  less  on  arma- 
ments. Let  us  eliminate  the  vocabu- 
lary of  foreign  aid  and  free  trade.  In 
short,  let  us  be  as  egocentric  and 
xenophobic  as  our  neighbors,  and  as 
equals  sit  upon  the  ground  and  tell 
sad  stories  of  the  deaths  of  kings. 

America  in  the  Seventies  is  likely  to 
look  like  a  cross  between  the  Japan 
and  England  of  the  Sixties.  The  En- 
glish part  will  be  the  less  benevolent 
half.  It  is  likely  to  be  a  prolonged 
hunger  cry  of  unemployment,  in- 
flation and  stop-and-go  economic 
growth.  But  there  will  be  certain 
equalitarian  trends:  The  poor  will 
shop  in  the  same  high-priced  organic 
food  shops  as  I.  They  will  exchange 
food  stamps  for  their  Granola  and  ap- 
ple juice  and  I  will  pay  cash.  On  Wall 
Street,  the  last  refuge  of  male  chau- 
vinism will  be  breached.  All  the  men's 
eating  clubs  will  admit  women  or  de- 
clare bankruptcy.  The  largest  corpo- 
rations in  Forbes'  Directory  Issue  will 
no  longer  have  Park  Avenue  addresses, 
but  will  be  relocated  near  cauliflower 
patches  in  Long  Island  and  tomato 
farms  in  New  Jersey.  There  will  be  no 
marijuana  plantations  left  in  the 
Bronx.  They  will  all  be  middle-income 
cooperative  apartments. 

In  Connecticut,  in  1975,  the  gov- 
ernor will  be  assassinated  by  a  mid- 
dle-aged accountant  after  His  Honor 
rams  through  an  income  tax  and  an 
increase  in  the  sales  tax  rate  to  10%. 
For,  you  see,  dear  reader,  it  is  the 
middle  class  who  will  foot  the  bill  for 
all   the   domestic  priorities  that   went 

A  guest  columnist.  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,  New  York. 
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begging  in  the  Sixties.  Our  Presidents 
made  the  world  safe  for  everyone 
else  to  make  money  in  and  we  made 
our  cities  so  unsafe  and  uncertain  that 
to  ride  a  bicycle  in  the  park  has  be- 
come an  existential  act  of  heroism. 

Already,  the  battered  Volkswagen 
syndrome  pervades  America.  Every- 
where I  go,  I  see  bearded  but  not 
youthful  guys  in  jeans  driving  their 
families  around  in  little  old  cars  with 
rusty  dents,  making  a  family  outing 
out  of  a  trip  to  the  roadside  stands  to 
buy  fresh  corn  and  tomatoes.  Our 
middle  class,  by  necessity,  has  become 
much  less  thing-oriented  and  much 
more  quality-of-life  oriented.  The  20th 
century  consumption-oriented  society 
steeped  in  realism  has  been  chipped 
away  by  the  drug  culture,  whose  real- 
ism is  a  withdrawal  from  realism  or  a 
funky  realism  that  wants  nothing  to 
do  with  overconsumption  or  over- 
achievement.  There  is  a  three-month 
waiting  list  for  10-speed  Italian  bi- 
cycles and  Honda  motorcycles,  but 
Cadillac  convertibles  are  a  no-no. 
Americans  are  invading  the  Continent 
with  rucksacks  on  their  backs. 

Hard  Buck  Realism 

And  now  for  the  Japanese  side, 
which  is  pure  hard  buck  realism. 
President  Nixon  is  going  to  sit  down 
with  the  chief  executive  officers  of 
General  Electric  and  RCA  and  abuse 
them  for  their  provincialism.  How 
come  in  1946  their  companies  didn't 
undertake  to  design  products  for 
Japanese  and  European  consumption? 
Why  does  a  company  like  Sony  exist 
at  all?  In  an  effort  to  be  constructive, 
our  President  is  going  to  offer  a  $100- 
million  research  and  development  sub- 
sidy split  between  both  companies  to 
design  a  product  of  universal  signifi- 
cance. Somehow  they  are  going  to 
come  up  with  a  better  product  than 
that  crazy  bulb  that  floats  up  in  the 
water  tank  behind  the  toilet  every 
time  you  flush  it.  General  Electric  or 
RCA  is  going  to  sweep  the  world  n.ar- 
ket  for  a  revolutionary  flushometer 
using  solid-state  circuitry. 

Later,  FRB  Chairman  Arthur  Burns 
is  going  to  sit  with  the  president 
of  U.S.  Steel  and  tell  him  very  gently 
that  maybe  U.S.  Steel  is  going  to 
mothball  its  fleet  of  blast  furnaces. 
U.S.  Steel  is  going  to  change  its  name 
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Nippon-U.S.  Steel,  and  is  going  to 
•  a  distributor  for  Nippon  Steel  east 
the  Mississippi.  Furthermore,  U.S. 
eel  is  going  to  be  concentrating  on 
B'-oduction   of  cement   and   lime   and 
I jining  coal  for  the  Japanese  to  use  in 
ijieir   much   more   efficient   blast   fur- 
llices.   U.S.  Steel  will  be  49<7  owned 
ijv  Nippon   Steel.   By    1974   the   fed- 
ation   of   Japanese   security    analyst 
|;>cieries  will  have  chartered  a  flotilla 
:  houseboats  that  will  be  bobbing  in 
ie  waters  off  Battery  Park.  They  will 
?  studing  at  first-hand  what  a  sec- 
id  growth  American  capitalism  has 
eated  for  itself  by  copying  the  [ap- 
lese  style  of  a  controlled  economy. 
Let  me  now   demolish  the  standard 
lialytical  framework  for  a  1200  Dow 
^jarkc/t   a   few    \ears   out.   only   to  re- 
Bore  this  figure  on  a  sociological-con- 
}jptual    basis.    The   standard   scenario 
>es   something   like   this.    Profit    mai- 
ns .ne   in   their  lowest   quadrant   as 
;  tlie  return  on  net  worth  for  the  ma- 
ll  industrial    corporations.    Assuming 
firofit  margins  return   to  a   more  typi- 
lil  experience  based  on  a  lower  sav- 
tio  and  higher  consumer  spend- 
he  Dow  could  earn  $75  to  $80 
•  share    or    almost    50'.'    higher    than 
resently.  Since  a  normal  risk  premi- 
m    tor    owning    stocks    rather    than 
lands    historically    has    been    50 
[onds  yield  &%   stocks  should   return 
E?.  To  yield    12V,  the  stock   market 
/ears  out  would  have  to  sell  at 
round     I20l)    on    the    Dow.    A    cross 
heck  on  the    1200  level  tor  the  mar- 
let    is    the    price/earnings    ratio    that 
lould  only  have  to  be  15  if  the  Dow 
nits  rained  $80  a  share,  not  an  un- 

ible  multiple. 
This   is  a  very    plausible  thesis,   but 
ii)    individual    who    has    less    than    a 
E-billion  portfolio  is  not  well  advised 
>  implement  it.  Simply,  the  individual 
.lould  have  awakened  by  now   to  his 
.(adequacies    in    timing.    As    said    be- 
>re.  the  cycles  and  the  hot  pants  get 
porter   and   snappier.   We   have   had 
MO  .major  cycles  in  the  stock  market 
is  well  as  the  bond  market  inside  one 
overing  amplitudes  not  seen  be- 
>rc  over  a  lesser  span  than  five  to  ten 
ears.  The  level  of  violence  is  so  high 
m  a  daily  basis  that  stocks  swing  10? 
)  20?    and  discount   in   a   day   what 
Previously  took  a  year.   This  kind  of 
riolence  belies  the  belief  that  the  risk 
premium   today  for  stocks   is  reason- 
able.  Even   if   true,   it   is   unbearably 
ilifficult  to  live  with. 
I   After  all,  the  Sixties  was  a  decade 
f  great  investment  excitement  gener- 
ted    by    technological    changes    that 
Ireated  major  new  markets.  But  many 
If  us  who  manage  money  are  appalled 
or  the  first  time  in  ten  years  because 
;o  many  technological  breakthroughs 
ave  turned  out  to  be  monkey's  paws. 
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The  transatlantic  air  traffic  market, 
for  example,  one  of  the  great  con- 
sumer growth  markets,  is  a  nightmare 
of  rate-cutting  and  probably  the  car- 
riers will  chop  over  $200  million  this 
year  and  m.-ke  no  money  in  1972. 

I  don't  think  individuals  are  going 
to  have  much  money  for  the  stock 
market.  They  have  lost  too  much. 
The  r;ame  hustlers  who  took  away 
their  savings  for  mutual  fund  con- 
tractual plans  in  go-to-the-moon  funds 
will  be  selling  them  income  funds,  and 
offering  1051  rates  of  return  from  gar- 
den apartments,  milk  cows  and  chin- 
chilla breeding.  To  be  sure,  a  few  will 
grind  out  over  12?  or  better  in  the 
market,  but  only  because  of  their  pro- 
fessionalism in  investment  concentra- 
tion and  the  ability  to  manipulate  re- 
serves in  a  major  way,  not  10%  or  15% 
but  50';  or  60%.  There  will  be  gradual 
mutual  hind  disintermediation  toward 
other  forms  ol  investment. 

A  Chance  To  Participate 

So  where  is  the  impetus  for  higher 
stock  prices?  In  nonstatistical  factors. 
I  don't  think  the  Dow  Jones  will  earn 
anywhere  near  $80  a  few  years  out, 
but  I  do  see  the  conceptual  frame- 
work lor  a  much  higher  stock  market 
and  it  is  very  legitimate. 

I  -ast  v  ear  the  market  cracked  on  a 
phantom  liquidity  crisis  that  never 
developed  except  for  those  corporate 
presidents  with  big  eves  who  were 
using  bank  money  as  a  substitute  for 
equity  capital.  This  year  the  market's 
cause  celebre  was  the  dollar  crisis,  a 
real  issue.  But  we  are  in  the  trough 
ol  events,  not  the  crest.  Those  Dow 
companies  that  had  no  business  pay- 
ing out  high  dividends  have  cut  them, 
albeit  five  ,>  ears  late.  Many  major  in- 
dustrials have  implemented  cost-cut- 
ting measures  that  are  breathtakingly 
comprehensive.  The  auto  industry  is 
very  tough  and  will  fight  back  relent- 
Ksslv  for  its  markets  with  good  prod- 
ucts. The  pouring  of  a  billion  dollars  a 
month  into  Japan  will  end  whether 
the  Japanese  like  it  or  not.  The  rest 
of  the  world,  in  short,  will  have  to  ad- 
just to  our  newly  won  freedom  and 
changing  national  character. 

Who  cares  what  the  Dow  earns  in 
1975?  How  often  do  you  get  a  chance 
to  participate  in  a  watershed  decision 
where  the  table  has  been  pounded  so 
hard  and  we  finally  have  an  opportu- 
nity to  hear  what  hasn't  been  heard 
in  30  years?  I  am  crawling  out  of  my 
iron  lung  chanting  the  litany  that,  like 
Columbus,  Nixon  should  be  right,  even 
if  the  reasons  are  wrong.  Didn't  Co- 
lumbus' conceptual  belief,  based  on  so 
few  facts,  unfold  by  his  voyage  what 
came  to  be  known  as  the  New 
World?  Sail  On,  U.S.A.!  Nobody  buries 
Disneyland.   ■ 


6  Stocks 

To  Split  Before 

December  1st 

Stock  splitting  cuts  a  stock's  price  per 
share  to  a  more  popular  buying  level.  This 
usually  attracts  more  investors.  Demand  for 
the  stock  very  often  goes  up.  And  often,  but 
not  always,   so  do  prices  and  dividends. 

We've  compiled  a  list  containing  6  com- 
panies that  have  publicly  announced  that 
they  plan  stock  splits,  subject  to  stockholder 
approval  if  necessary,  by  exchanging  more 
than  one  share  of  new  stock  for  one  of  the 
old  before  December  1,  1971. 

We'll  be  happy  to  send  you  the  list  of  "6 
STOCKS  TO  SPLIT  BEFORE  DECEMBER  1" 
when  you  mail  the  coupon  below.  This  list 
has  previously  been  supplied  our  regular 
subscribers  as  part  of  the  weekly  Forecasts. 

You  will  also  receive  the  Dow  Theory 
Forecasts  for  the  next  4  weeks  on  our  Intro- 
ductory Trial  Basis. 

$5  At  Regular 
Subscription  Rates — Only  $1 

This  30  day  subscription  is  a  $5  value  at 
regular  subscription  rates,  but  all  we  ask  is 
$1  which  will  be  promptly  refunded  if  you 
are  not  completely  satisfied. 

You  Receive 
These  Investment  Aids 

With  your  trial  subscription  you  will  im- 
mediately receive  our  list  of  "6  Stocks  Split- 
ting Before  December  1"  and  over  the  next 
4  weeks  you  will  receive  as  part  of  the 
Service:  (II  Stock  Service  Digest— a  consensus 
of  what  25  other  well-known  Investment 
Advisers  are  recommending;  121  Model  Stock 
Portfolios;  (31  Recommended  Low  Priced 
Stocks;  (41  Our  Master  List  of  Recommended 
Stocks;  (S>  Our  Buy-Sell-Hold  Advice  on  700 
Stocks,  and  other  investment  aids. 

3  Stocks  Under  $15, 

and  Our  Buy-Sell-Hold 

Advice  On 

22  Volatile  Issues 

Finally,  if  you  take  advantage  of  this 
offer,  we  will  send  you  2  lists  previously 
supplied  our  regular  subscribers:  (II  our 
buy-sell-hold  advice  on  20  Low  Priced  Stocks 
with  3  still  under  $15  and  (21  our  buy-sell- 
hold  advice  on  22  Volatile  Issues.  These  will 
be  mailed  as  part  of  this  offer.  Fill  out  and 
return  the  coupon  today.  No  salesman  will 
call  and  there  is  no  further  obligation  in  any 
way.   (Offer  open  to  new  subscribers  only.) 

MAIL  COUPON   TODAY 


DOW  THEORY  FORECASTS,  INC. 

P.O.  Box  8309,  Chicago,  Illinois  60680 
Dept.   F  9-15 

Please  send  me  immediately  your  list  of 
the  "6  Stocks  To  Split  Before  December  1" 
and  enter  my  trial  subscription  to  Dow  Theory 
Forecasts  for  the  next  four  weeks.  I  under- 
stand this  is  a  $5  value  at  regular  subscription 
rates  but  I  enclose  $1  in  full  payment  which 
will  be  refunded  if  I  am  not  satisfied.  Also  I 
am  to  receive,  as  part  of  this  offer,  your  list 
of  "20  Low  Priced  Stocks  With  3  Under  $15." 
(Subscription  cannot  be  assigned  without  my 
consent.) 

NAME 


ADDRESS- 
CITY 


.STATE. 


-ZIP_ 


Q  Also  send  me  os  part  of  this  offer  your  buy- 
sell-hold  advice  on  22  Volatile  Issues  such  as  Syn- 
lex,  XTRA,  Disney,  KLM,  Skyline  Corp.,  Avon, 
IBM,  Polaroid,  Xerox,  etc. 
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Send  today  for  United's  7  part 

Idea  Package  for 

investing  in  the  Fall  of  1971 


100  Mutual  Funds 

Including  21  "Go-Go"  Funds 


Affiliated  Fd 
Amer  Invest 
Axe-Houghton 
Bullock  Fd 
Channings  Fds 
Colonial  Fds 
Chemical  Fd 
Drexel  Fd 
Dreyfus  Fd 


Energy  Fd 
Enterprise  Fd 
Fidelity  Fd 
Group  Secur 
Ivest  Fd 
Johnston  Fd 
Keystone  Fds 
Manhattan  Fd 
Nat'l  Secur 


Op'heimer  Fd 
Penn  Sq  Fd 
T.  Rowe  Price  Fds 
Putnam  Fds 
Sc'der,  Stev'ns 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fds 


Land  Companies 

Possible  inflation  hedge 

Individual  discussion  and  analysis  of  9  of  the 
leading  stocks  with  specific  advice  on  each. 


AMREPCorp 
Arvida 
Deltona  Corp 


GAC  Corp 

Gen  Development 

Horizon  Corp 


McCulloch  Oil 
Newhall  Land 
Rouse  Co 


Retirement  Now 

If  you're  thinking  about  easing  off,  or  you've 
already  started  to,  you  might  be  particularly 
interested  in  this  Report.  United  has  picked 
an  8  issue  portfolio  designed  to  yield  a 
$300  per  month  income  now.  We  think  these 
issues  give  you  an  opportunity  for  higher 
income  and  gain,  too,  with  reasonable  safety. 


25  Active  Stocks 

United's  Buy,  Hold,  Sell  advice 


Am  Tel  &  Tel 

Gulf  Oil 

Std  Oil  (NJ) 

Boise  Cascade 

ITT 

Telex 

Chrysler 

Lockheed 

Texaco 

City  Investing 

Nat'l  Cash  Reg 

Tex  Gulf  Sulph 

Eastern  Air 

Natomas 

Transamerica 

Fed'l  Nat'l  Mort 

Occidental  Petr 

University  Compu 

Ford 

Pan  Am  Air 

Whittaker 

Gen  Motors 

Sony  Corp 

Goodyear 

Sperry  Rand 

Electronics 

United's  advice  on  each  stock 

Ampex 

Avnet 

Beckman 

Conrac 

EG&G 

Fairchild  Cam 


Foxboro  Co 

Hewlett-Pack 

Itek 

Litton 

Microdot 

Perkin-Elmer 


Raytheon 
Sanders  Assoc 
Tektronix 
Teledyne 
Texas  Inst 


Retirement  Later 

United  has  selected  an  8  issue  portfolio  we 
believe  has  a  better  than  average  growth 
potential.  Most  of  the  companies  in  this 
program  have  grown  faster  than  the  economy 
over  the  past  decade,  and  more  importantly, 
stand  a  good  chance  of  doing  so  in  the 
'70's,  in  United's  opinion. 


Plus  a  4-week  subscription  to  United  Reports 


•  Stock  Market  Analysis  and 
specific  recommendations 

•  General  Business  Forecast 


The  Supervised  List 

Buying  advices  of  other  services 

Bonds  and  Preferred  Stocks 


•  Stocks  to  sell  or  avoid 

•  New  product  studies 

•  Views  of  leading  authorities 
.  .  .  and  much  more 


4-issue  subscription  to  United  Reports  alone  is  $7  —  this  entire  package  only  *2 
MAIL  THE  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 
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UINITED  Business  &  Investment  SERVICE 

210  NEWBURY  STREET,  BOSTON.  MASSACHUSETTS    02116 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept  FM-48 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


A  Crop  Of  Uncertainties 


Strictly  technical  stock  market  anal- 
ysis, such  as  this  column  devoted  it- 
self to  four  weeks  ago,  has  a  major 
advantage  but  also  a  major  drawback. 
In  times  when  the  "fundamentals" 
seem  obscure,  it  can  lean  on  norms 
and  standards  that  have  often  in  the 
past  proved  applicable  under  all 
lands  of  conditions,  and  so  can  help 
the  analyst  preserve  a  sense  of  orien- 
tation within  the  trend  structure  of 
the  overall  stock  price  movement. 
Months  ago,  this  approach  suggested 
that  the  market's  retreat  from  the  late 
April  highs  (Dow  950-958)  probably 
would  not  exceed  the  normal  limits  of 
a  full-fledged  intermediate  downtrend 
(about  10%-15%  DJI);  that  accord- 
ingly, this  downtrend  should  termi- 
nate near  Dow  840;  that  its  reversal 
should  materialize  in  the  shape  of  a 
Relatively  broad  "inverted  head-and- 
shoulders"  base,  mostly  in  the  Dow's 
upper  800s;  and  that  it  should  yield 
to  a  second  major-uptrend  phase  in 
the  bull  market  from  the  late  \l.i\ 
1970  lows  (near  Dow  630). 

Gratifying  though  it  may  have 
been  to  see  this  tin  sis  quite  neatly 
borne  out  so  far.  events  of  recent 
weeks  should  remind  the  technician 
that,  in  retrospect,  this  successful 
analysis  will  almost  invariably  look  to 
the  nonteehniealK -oriented  observer 
as  merely  another  case  of  dumb  luck. 
For  technical  analysis  does  not  deal 
in  household-type  cause-and-effect  re- 
lationships. No  matter  how  right  the 
analyst  was  on  technical  grounds,  he 
can  rarely,  if  ever,  demonstrate  to  the 
satislaction  of  conventional  wisdom 
why  he  was  right. 

Perhaps  technical  stock  market 
analysis  has  something  in  common 
with  Chinese  acupuncture,  about 
which  the  New  York  Times'  James 
Reston  has  recently  been  reporting  at 
some  length.  According  to  Mr.  Reston, 
this  ancient  technique  is  being  used 
with  conspicuous  success  for  thera- 
peutic and  anaesthetic  purposes  by 
thoroughly  qualified  Chinese  physi- 
cians, who  cannot  account  for  its  ef- 
ficacy in  scientific  terms,  but  have 
overcome  their  modem  academic  res- 
ervations and  use  it,  albeit  with  dis- 
crimination, simply  "because  it  works." 

To  get  back  to  the  stock  market, 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


the  technical  thesis  set  forth  here  in 
some  detail  four  weeks  ago  appears 
to  have  been  validated  by  President 
Nixon's  Aug.  15  speech,  which  kicked 
off  what  has  become  known  as  Game 
Plan  No.  2.  Comment  on  this  pro- 
gram for  giving  the  business  recovery 
from  the  1969-70  recession  a  new 
boost  (while  also  setting  the  stage  for 
international  monetary  reform)  has 
since  proliferated.  Perhaps  all  I  could 
add  is,  "Thank  you,  Mr.  President."  Of 
course,  looking  back,  it  might  not  be 
unfair  also  to  add  that,  when  the 
Dow  was  down  some  100  points  from 
its  April  highs,  business,  consumer 
and  investment  morale  had  so  dete- 
riorated that  further  progress  in  the 
economic  recovery  seemed  in  jeopar- 
dy and  thus  the  Administration  had 
to  do  something  drastic  to  get  things 
going  again.  And  maybe  that  could 
have  been  foreseen  by  technical  and 
fundamental  analysts  alike. 

Good  for  Stocks 

Meanwhile,  developments  since 
mid-August  don't  seem  to  call  tor  any 
material  revision  in  our  script.  Game 
Plan  No.  2  probably  is  strong  enough 
medicine  to  warrant  the  view  that  a 
solid  intermediate-trend  low  was  post- 
ed near  Dow  840  on  Aug.  10.  Hut  it 
also  appears  sure  to  arouse  plenty  of 
opposition,  and  the  resulting  modifi- 
cations, along  with  their  investment 
implications,  look  quite  obscure  as 
this  column  goes  to  press.  Thus  there 
is  apt  to  be  a  new  crop  of  uncertainties 
not  likely  to  be  resolved  in  a  hurry. 
On  the  whole,  the  new  game  plan 
should  be  good  for  common  stocks 
generally,  but  I  doubt  that  anyone 
can  yet  tell  just  how  good. 

So  I  think  the  inverted-head-and- 
shoulders-base  thesis  remains  valid: 
The  left  shoulder  (Dow  866-909) 
and  the  head  (835-840)  are  in  place, 
and  the  right  shoulder  apparently  be- 
gan to  unfold  when  the  Dow  pushed 
moderately  above  900  in  the  last  week 
of  August.  If  the  scenario  has  to  be 
changed,  it  may  be  chiefly  to  the  ex- 
tent that  the  right  shoulder  could  de- 
velop in  a  trading  range  straddling 
the  900  line,  say,  between  Dow  875 
and  920  rather  than  between  850  and 
900.  But  I  still  think  a  sustained  ad- 
vance to  test  the  April  highs  (950- 
958)  will  not  get  going  very  soon.   ■ 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"and  how 
it  may  help  you  now,  simply  write  Dept.  P-63. 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    ■    Incorporated  1936 


INTERESTED  IN  MUTUAL  FUNDS? 

DON'T  MISS 
SPECIAL  REPORT  #  12 

GET  eye-opening  results  of 
a  21-year  performance  analysis. 
See  why  NO-LOAD  Funds 

(No  Broker  Fee) 

are  a  wise  investment 
ALSO  receive  current  24 
page  issue  of  Growth  Fund  Guide. 

SEE  •  which  NO-LOADS 

are  leading  the  way  up 

•  Buy-Hold  Sell  advice 

•  Charts  &  Growth  Trend  Lines 

•  Relative  Strength  Report 

•  Sample  Fund  Groups 

•  Most  Desirable  Funds 
BOTH  Special  Report  #  12 

&  current  24  page  issue  -REG.  $5 

NOW  ONLY  $1   (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept. F-9,  P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 
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NO  LOAD 

with  Energy  Fund  means 

NO  SALES  CHARGE  and 

NO  REDEMPTION  CHARGE 

and  no  minimum  service  charge 

100%  of  your  money 
invested  in  stocks 
PROFESSIONALLY  SELECTED 
for  growth  possibilities... 
providing  a  diversified 
energy  based  portfolio. 
Only  $100  initial  investment. 


SELF  EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


I 
I 


MODEL  CORPORATE  PROFIT 
^SHARING  PLAN  AVAILABLE^ 

Distributor: 

CEDAR  ST.  CONSULTANTS,  INC. 

120  Broadway,  N.Y.  10005  Dept.  F 

(212)344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 

ZIP 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

mutual  fund 


Investment  adviser 

William  Blair  &  Company 
For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 


City_ 


_Zip_ 


I 
I 

I 

J 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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ABRAHAM  &  CO. 

Members  New  York  Stock  Exchange.  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Profit  Makers 


On  the  surface,  it's  easy  to  single 
out  the  potential  beneficiaries  of  the 
Administration's  various  economic 
proposals.  But  I  suspect  that  a  con- 
centration of  interest  in  these  areas 
may  be  too  narrow  a  view— as  of  to- 
day. And  not  just  because  the  en- 
vironment to  come  is  already  being 
reflected  in  the  price.  In  other  words, 
it  seems  to  me  that  this  is  a  time  to 
think  in  terms  of  a  broad  approach 
rather  than  of  concentrating  only  on, 
say,  the  companies  whose  large  ex- 
port sales  would  make  them  a  nat- 
ural beneficiary  of  any  upward  re- 
valuation of  foreign  currencies. 

For  example,  the  possibility  that 
inflationary  price  pressures  can  be 
contained— the  previous  evidence  has 
pointed  in  this  direction— and  the  in- 
dications that  the  secondary  rush  to 
rebuild  corporate  liquidity  via  new 
bond  offerings  now  is  over  suggest 
that  "interest  rate  sensitive"  com- 
panies also  could  be  attractive.  This 
could  be  true  not  just  of  savings  and 
loan  firms  like  Great  Western  Finan- 
cial but  of  C.I.T.  Financial  as  well. 

Thus,  my  preference  is  to  look  for 
companies  that  will  benefit  from  the 
Administration's  program  in  its  en- 
tirety. The  continuing  health  of  the 
marketplace  requires  a  prosperous 
economy.  This  means  that  the  Admin- 
istration's proposals  have  to  be  suc- 
cessful in  total  rather  than  in  just  one 
area.  More  specifically,  I  would  pre- 
fer to  search  for  companies  which  sell 
at  below  normal  price-times-earnings 
multiples  and  which  have  the  prom- 
ise of  above-average  earnings  gains, 
assuming,  as  I  do,  that  the  nation 
is  regaining  its  forward  momentum. 

For  example,  granted  that  the  steel 
industry  has  been  a  poor  investment 
vehicle  for  many  years,  the  fact  re- 
mains that  it  would  be  a  major  bene- 
ficiary of  the  Administration's  pro- 
posals to  invigorate  consumer  and 
capital  goods  spending.  My  particular 
favorite  is  Bethlehem  Steel  (around 
27,  paying  $1.20),  better  managed 
today  than  perhaps  ever  before.  The 
possibility  that  this  year's  earnings 
will  be  in  the  $2.75-per-share  area 
points  up  the  fact  that  the  average 
multiple  was  12  times  earnings  at  the 
high  of  the  past  five  years. 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 
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Similarly,  there  is  little  question  but 
that  the  aluminum  industry  has  many 
problems.  But  this,  I  suspect,  is  in  the  j 
price.  Kaiser  Aluminum  <Lr  Chemical, 
paying  $1,  now  around  30,  had  a 
1960-70  price  range  of  60-25,  with 
the  lows  being  recorded  in  panic  years 
such  as  1962  and  1970.  While  1971 
earnings  may  decline  to  $1.75  per 
share,  this  could  be  the  low  point  of 
the  cycle.  And  there  are  some  special 
pluses  for  1972  in  the  nonaluminum 
portion  of  the  business,  which  con- 
tributes some  30%  of  sales. 

In  my  opinion,  McGraw-Hill 
(around  19,  paying  60  cents)  is  an- 
other previous  growth-stock  favorite 
whose  disillusionment  is  reflected  in 
the  price.  A  change  in  the  national 
advertising  climate  would  have  sig- 
nificant reflection  in  the  company's 
magazine  publishing  operating  prof- 
its. Given  a  change  in  the  overall  econ- 
omy, 1972  earnings  could  approach 
1969's  $1.36  per  share.  I  believe  1971 
earnings  will  be  around  80  cents. 

Strong  Stocks  with  Limited  Risk 

My  point  is  that  I  believe  the  next 
phase  of  markets  will  require  a  dif- 
ferent issue  strategy  than  was  success- 
ful in  the  past.  For  example,  I  expect 
the  shift  in  relative  emphasis  away 
from  many  high-multiple,  glamour- 
growth  companies  to  continue.  And  I 
suspect  that  emphasis  will  be  placed 
on  strongly  situated  companies  with 
good  earnings  visibility,  such  as  Bor- 
den, General  Electric,  etc.  The  new 
favorites  should  also  include  stocks 
with  limited  downside  risk  such  as 
Goodrich,  etc.  And  I  can  see  interest 
in  discount  convertible  bonds  such 
as  Gulf  &  Western  5Ms  where  the 
holder  is  being  well  paid  while  wait- 
ing for  further  business  recovery. 

There  will  be  many  new  faces  on 
the  next  stock  market  hit  parade. 
Illustrative  of  this  point,  the  fact  that 
a  new  bull  market  has  started  in 
Great  Britain,  plus  the  widespread 
publicity  being  given  to  international 
currency  problems,  could  also  mean 
a  more  internationally-minded  Ameri- 
can investment  community  than  ever 
before.  In  addition,  die  natural  re 
sources  being  developed  on  our  own 
Gontinent  could  spell  emphasis  on 
strongly  situated  Canadian  companies 
such  as  Pacific  Petroleum.  ■ 
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(Continued  from  page  89) 

porter,  that  I  was  called  in  to  clean  up 
the  mess  that  he  had  left  at  Bell  & 
Howell. 

—Donald  N.  Frey 

Chairman, 

Bell  &  Howell  Co. 

Chicago,  111. 

lef  the  Kids  Work? 

Sir:  Your  editorial  regarding  child 
labor  picking  crops  is  misleading,  in  fact, 
warped  (Fact  &  Comment,  Aug.  15).  In 
this  area  thousands  of  kids  earn  their  first 
money  and  develop  their  work  habits 
picking  crops.  This  includes  bankers'  chil- 
dren, college  professors'  children,  mer- 
chants' children,  truck  drivers'  children, 
children  on  welfare  and  migrant  Mexi- 
can-American children.  This  letter  ap- 
plies to  the  permanently  established  chil- 
dren of  local  residents.  Local  children  do 
a  large  majority  of  the  picking  here. 
There  may  be  some  real  problems  among 
the  migratory  children  as  I  am  not  qual- 
ified to  speak  authoritatively  regarding 
their  problems. 

— R.P.  Crossland 
Salem,  Ore. 

SrR:  I  was  one  of  the  lucky  kids  that 
had  to  work  on  a  farm  from  sunup  to  sun- 
set for  a  few  pennies  a  day,  and  I  think 
I  am  better  off  for  having  done  it.  Let 
the  kids  work.  They  will  be  healthier, 
more  satisfied,  better  citizens  and  appre- 
ciate this  country  which  they  are  fortu- 
nate enough  to  live  in. 

— R.M.  Bridges 
Indianapolis,  Ind. 

Sir:  Your  editorial  should  be  quoted 
in  newspapers  .ill  over  the  country.  It 
is  more  than  "almost  inexplicable.''  I 
know  from  personal  experience.  When  I 
waa  14  yean  old  I  worked  one  summer 
on  a  farm  in  North  Pembroke,  Mass.  To 
make  some  extra  money  I  worked  in  a 
cranberry  bog  along  with  numerous  Por- 
tuguese men.  women  and  children,  the 
latter  kept  out  of  school  the  early  part 
of  September.  You  are  accurate  in  de- 
SCYibing  the  position  as  "stooped  and 
back-bent";  in  fact,  in  cranberry  picking 
you  were  "hunkered"  on  your  knees, 
then  bent  over.  The  situation  is  a  dis- 
grace. 

—Kenneth  R.  Hankinson 
New  Providence,  N.J. 

Sir:  .  .  .  this  is  an  outrageous  and  un- 
true statement  and  you  should  either 
publish  verification  or  an  apology  to 
American  agriculture. 

—William  Richards 

Veg  Acre  Farms 

Forestdale,  Mass. 

There  are  some  800,000  child  farm 
laborers  in  the  U.S.,  of  whom  300,000 
are  migrants  leading  particularly  hard 
lives.  Only  12  states  set  a  minimum  age 
for  child  farm  labor  outside  school  hours, 


1,120,000  Shares 

Pickwick  International,  Inc. 


Common  Stock 

($.25p»r»luO 


Price  $32.75  Per  Share 


Upon  request,  a  copy  of  the.  Prospectus  describing  these  securities  and  the  business  of  thm 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  tt  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


Burnham  and  Company 


Loeb,  Rhoades  &  Co. 


Blyth  &  Co. ,  Inc.       The  First  Boston  Corporation       Drexel  Firestone       duPont  Glore  Forgan 
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Eastman  Dillon,  Union  Securities  &  Co. 

Ineorporeled 

Homblower  &  Weekt-Hemphill,  Noyes 


Halsey,  Stuart  &  Co.  Inc. 
Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 


Lehman  Brothers      Merrill  Lynch,  Pierce,  Fenner  &  Smith      Paine,  Webber,  Jackson  &  Curtis 

ln(orp>orat#d  Incorporated  Inf  or  poraled 

Salomon  Brothers  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Wertheim&Co.     White,  Weld  &  Co.     Dean  Witter  &  Co.     Bache  &  Co.     Kleinwort,  Benson 

Incorporated  Incorporated  Incorporated 

Paribas  Corporation     Reynolds  &  Co.     Piper,  Jaffray&  Hop  wood     Swiss  American  Corporation 

A.  G.  Becker  &  Co. 


American  Securities  Corporation  Bear,  Stearns  &  Co. 

Alex.  Brown  &  Sons     CBWL-Hayden,  Stone  Inc.     Clark,  Dodge  &  Co.     Dominick&Dominick, 


Hallgarten  &  Co. 
W.  E.  Hutton  &  Co. 
John  Nuveen  &  Co. 
Shearson,  Hammill  &  Co. 

Incorporated 

C.  E.  Unterberg.Towbin  Co. 

Aufust  20,1971 


Harris,  Upham  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Ladenburg.Thalmann  &  Co.  F.  S.  Moseley  &  Co. 

R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co. 

Shields  &  Company  Thomson  &  McKinnon  Auchincloss  Inc. 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 


THE 


US  FIG 

Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
October  30,  1971,  to  stock- 
holders of  record  Septem- 
ber 17,  1971. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
August  25,  1971 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  69 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues; 
3  monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-915,  17  Battery  Place,  N.Y. 
10004.  Money  back  guarantee. 


FORBES,    SEPTEMBER    15,    1971 


103 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 
This  offering  is  made  only  by  the  Prospectus. 


Ethan%Allen 

AMERICAN  TRADITIONAL  INTERIORS 
(KjJNC) 

Baumritter  Corporation 

$7,500,000 

5Vi%  Convertible  Subordinated  Debentures 
Due  August  I,  19% 

Convertible  into  Class  A  Stock  at  any  time  prior  to  maturity, 
unless  previously  redeemed,  at  $31  per  share. 

Price  100% 


August  27, 1971 


271,548  Shares 

Class  A  Stock 

($1  Par  Value) 

Price  $26.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  oj  the  undersigned 
as  may  legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 

Walston  &  Co.,  Inc. 
Blyth  &  Co.,  Inc.         tluPont  Glore  Forgan         Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated  IncnrporatiNl 

Goldman,  Sachs  &  Co.     Hornblower  &  Weeks-Hemphill,  Noyes     Kidder,  Peabody  &  Co. 
Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Wertheim  &  Co. 

Incorporated  Incorporated 

White,  Weld  &  Co.  Bache  &  Co.  Paribas  Corporation 


Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  September  30, 
1971: 


Dividend 

Class  of  Stock    Per  Share 

Common 

$  .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or  be- 
fore September  30,  1971  to  stock- 
holders of  record  August  31,  1971. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PSEG 


Public  Service 
Electric  and  Gas 
Company 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  m  .quite! 


Coast-to- 

Coast  in  many  ' 

of  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 
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in 


Ljour  mail 
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Z/rtote  numuu 
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and  the  enforcement  is  lax.  A  recent  re- 
port on  child  labor  by  the  American 
Friends  Service  Committee  asked  that 
agriculture  be  forced  to  observe  the 
same  limitations  on  child  labor  as  oth- 
er industries.  Medical  opinion  has  stat- 
ed that  children  who  engage  in  such 
arduous  labor  become  undernourished, 
undersized  and  chronically  fatigued  and 
susceptible  to  infections— Ed. 

Extravagant  Spenders,  Stay  Home! 

Sir:  Your  article  on  Hawaii  (Aug.  15) 
rang  a  bell,  and  among  reams  of  mem- 
orabilia was  this  letter  [from  the  Hawaii 
Residents  Council]  I  received  in  1969. 
". .  .  We  are  being  dispossessed  by  tour- 
ism. We  are  losing  our  shirts  and  souls 
to  the  soaring  cost  of  living  and  the  ex- 
cessive greed  that  tourism  brings.  After 
all,  how  can  we  compete  on  $12  a  day 
with  the  $90  a  day  you  casually  spend? 
As  visitors  we  welcome  you;  but  as  ex- 
travagant spenders  we  would  prefer  that 
you  stay  home.  .  .  ." 

— R.A.  Fuller 
Hastings,  Neb. 

Sir:  ...  it  seems  to  me  that  the  obli- 
gation to  see  that  this  burgeoning  and  ! 
necessary  industry  does  not  become  a  i 
monstrous  despoiler  of  what  untouched 
land  remains  does  not  rest  with  the 
Government  and  concerned  residents 
alone.  Those  involved  should  try  to  ed- 
ucate people  to  the  idea  that  one  travels 
to  be  exposed  to  the  attributes  of  a  place 
that  make  it  unique  and  memorable.  I 
think  that  once  they  are  aware  of  the 
problem,  average  tourists  will  respond. 

— ROSALYNN  L.EMEL 

Brooklyn,  NY. 

Smokey  Still  Lives 

Sir:  As  longtime  director  of  the 
Smokey  Bear  campaign  to  prevent  wild- 
fires in  the  nation's  forests,  grasslands 
and  watersheds,  I  shudder  to  think  of 
the  increase  in  man-caused  fires  we  may 
expect  from  your  endorsement  of  the 
idea  that  "raging  fires  are  actually  bene- 
ficial" (Fact  &  Comment,  Aug.  15).  The 
truth,  of  course,  is  that  fire  is  neither 
good  nor  bad  of  itself.  Skilled  foresters 
used  controlled  fire  as  a  tool  on  severa] 
million  acres  of  America's  woodlands 
each  year,  for  much  the  same  purposes 
as  stated  by  your  article:  to  increase  wa- 
ter yields,  improve  wildlife  habitat,  open 
up  the  forest  floor  and  remove  debris 
and  undergrowth  before  it  builds  up 
to  hazardous  concentrations.  In  contrast 
to  these  beneficial  purposes  is  the  fiscal 
and  environmental  costs  of  the  approxi- 
mately equal  area  burned  by  wildfires. 
—Malcolm  E.  Hardy 
Chief,  Special  Programs  Branch 
U.S.  Dept.  of  Agriculture 
Forest  Service 
Washington,  D.C 

The  comment  on  Smokey  was,  of 
course,  facetious— Ed. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


The  teeming  autumn,  big  with  rich 
increase.  —Shakespeare 


To  think  of  learning  as  a  prepara- 
tion for  something  beyond  learning 
is  a  defeat  of  the  process.  The  most 
important  attitude  that  can  be 
formed  is  that  of  desire  to  go  on 
learning.  —Daniel   Bell 


The  great  aim  of  education  is  not 
knowledge  but  action. 

—Herbert  Spencer 


Education  is  that  which  remains 
when  one  has  forgotten  everything  he 
learned  in  school. 

—Albert  Einstein 


A  true  teacher  defends  his  pupils 
against  his  own  personal  influence. 

—Amos  Bronson  Alcott 


It  is  on  the  sound  education  of  the 
people  that  the  security  and  destiny 
of  every  nation  chiefly  rests. 

—Louis  Kossuth 


A  truly  strong  and  sound  mind  is 
the  mind  that  can  equally  embrace 
great  things  and  small. 

—Samuel  Johnson 


are 


It     matters     not     what     you 
thought  to  be,  but  what  you  are. 

— Publilius  Syrus 


B.  C.  FORBES 

Runs  a  trite  saying:  "We  are 
the  sum  of  all  our  thoughts."  A 
man's  real  worth  is  the  quality, 
the  value,  of  his  thoughts,  his 
mind.  Real  riches  are  the  riches 
possessed  inside.  Mental  riches 
cannot  be  gathered,  cannot  he 
garnered,  without  effort,  with- 
out brain-siveat,  without  stern 
exertion. 


Our  thoughts  are  often  worse  than 
e  are.  —George  Eliot 


Measure  your  mind's  height  by  the 
shade  it  casts. 

—Robert  Browning 


Season  of  mists  and  mellow  fruit- 
fulness.  —John  Keats 


They  are  never  alone  that  are  ac- 
companied with  noble  thoughts. 

—Philip  Sidney 


The  mind  grows  narrow  in  propor- 
tion as  the  soul  grows  corrupt. 

—Jean  Jacques  Rousseau 


Books  are  true  levelers.  They  give 
to  all,  who  will  faithfully  use  them, 
the  society,  the  spiritual  presence,  of 
the  best  and  greatest  of  our  race. 

—William  Ellery  Chawing 


Don't   despair  of   a   student   if   he 
has  one  clear  idea. 

—Nathaniel  Emmons 


I  was  greatly  influenced  by  one  of 
my  teachers.  She  had  a  zeal  not  so 
much  for  perfection  as  for  steady  bet- 
terment—she demanded  not  excellence 
so  much  as  integrity. 

—Edward  R.  Murrow 


The  most  effective  teacher  will 
always  be  biased,  for  the  chief  force 
in  teaching  is  confidence  and  enthu- 
siasm. —Joyce  Cary 


What  we  should  aim  for  is  to  give 
our  prejudices  and  our  thoughts  an 
occasional  housecleaning  and  over- 
hauling, getting  rid  of  those  that  are 
hopelessly  out  of  date,  and  subject- 
ing those  that  seem  unreasonable  to 
a  searching  analysis. 

—William  Feather 


One  of  the  reasons  mature  people 
stop  learning  is  that  they  become 
less  and  less  willing  to  risk  failure. 

—John  W.  Gardner 


Thinking  is  the  talking  of  the  soul 
with  itself.  —Plato 


Why  should  I  disparage  my  parts 
by  thinking  what  to  say?  None  but 
dull  rogues  think. 

—William  Congreve 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
Netv  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Jess  Thomson,  Indian- 
apolis. Ind.  What's  your  favorite 
text?  The  Forbes  Sciapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


O  generation  of  vipers,  how  can  ye, 
being  evil,  speak  good  things?  for  out 
of  the  abundance  of  the  heart  the 
mouth  spcaketh.      —Matthew  12:34 
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Tfou  have  problems.  We  have  solutions. 


Face  it.  If  you're  part  of  the  construction 
industry  you've  got  problems.  Every  growing 
industry  has. 

But  we're  growing  fast  enough  to  give 
you  solutions.  For  example. 

Plant  construction.  Literally  from  start  to 
finish.  Anywhere  in  the  world. 

Any  kind  of  project. 

Our  tubings  and  flexible  hoses  are 
solving  problems  by  improving  heating  and 
cooling  efficiency  in  office  buildings,  refineries 
and  factories. 


Our  seamless  zirconium  and  other  tubings 
are  the  "life  lines"*  of  75%  of  the  world's 
nuclear  power  plants. 

We  have  world-wide  capabilities  and 
equipment  for  helping  you  control  air,  liquid 
and  solid  waste  pollution. 

And,  we  developed  seats  for  construction 
vehicles  that  improve  operator  efficiency 
up  to  15%. 

So,  if  you  have  a  problem,  or  anticipate 
one,  call  us.  We're  experienced  at  solving 
construction  problems. 


UOP  -rves  the  construction  industry  thro  ;h  these  divisions:  fa.)  Engineered  cunstruvtinn  by  Procon.  Inc.  (b.)  Aircorrvclion  by  UOP,  air  pollution  control  equip- 
ment c.)  Flexnnics  by  HOP,  flexible  pip<  and  tubes  for  moving  gases,  liquids,  solids,  (d.)  Hostrom  seating  by  UOP,  driver  protecting  suspension  seats  for 
heav  construction  machinery,  (e. )  Wolver.  e  Tube  by  UOP,  seamless  tubing  for  nuclear  power  plants  and  all  manner  of  construction.  If  you're  looking  for 
solui    ons  write,  call  UOP  (Universal  Oil  Products  Company),  UOP  Plaza,  Des  Plaines,  III.  60016. 

©1971  UOP 
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You'll  never  build  anything  worth  having 
as  long  as  you  tear  everything  down 


What  a  way  to  preach  "peace" —  by  burning 
a  college  building! 

How  does  it  prove  or  promote  equality  by 
looting  stores,  breaking  windows,  interfering 
with  respectable  people  trying  to  earn  a 
living? 

What  a  hopeless  way  to  cure  inflation  by 
demanding  State  or  Federal  "grants"  for 
your  pet  project,  necessary  or  not. 

What  a  selfish  way  to  live,  to  accept  — 
even  demand  —  the  charity  and  sacrifice  of 
hard  working  men  and  women  while  not 
being  any  too  anxious  to  work,  to  take  care 
of  yourself. 


What  a  way  to  assure  a  future  for  our 
nation  by  insisting  you  get  yours — unearned 
wage  increase,  assured  profit,  self-centered 
protection  —  while  letting  others  look  out 
for  themselves. 

It's  exactly  what  happened  to  the  vast 
Roman  Empire.  Word  for  word  it  is  the 
history  of  the  fall  of  France.  It  is  what  hum- 
bled the  once-proud  British  Empire.  What 
makes  you  think  you  are  smarter  than  his- 
tory and  economics  and  human  nature — and 
our  hordes  of  deadly  enemies,  greedily  wait- 
ing to  spring? 


H-1900  Hoptoe  hydraulic  backhoe  excavates  on  a 
new  sewer  project  in  Minneapolis.  The  H-1900,  with 
4  cu.  yd.  capacity,  is  the  newest  and  largest  model 
in  the  Warner  &  Swasey  hydraulic  backhoe  line. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


What  amazes  most  people 
about  this  new  copier, 

isn't  that  it  uses  one-third 
less  floor  space, 

isn't  that  it  prints  over  40 
copies  per  minute, 

isn't  that  it  costs  40%  less, 

isn't  that  it  runs  on  regular 
110  volt  current, 

isn't  that  it  uses  new  light- 
weight paper.      ^SStl^m 

It's  that  Xerox^ -^r 
didn't  make  it.     ^^^^;  *? 

GAFdid.  Ti  I 


1 ■ 

GAF  Corporation,  Office  Systems  Division,  Copier  Products 
140  West  51  Street,  Dept.  F  J,  New  York,  N.  Y.  10020 

□  Please  send  me  information  about  the  GAF®  800  Copier 

□  I'd  like  to  see  the  GAF  800  Copier 

□  Please  contact  my  associate  listed  below 

Name Ti 

Associate's  name_ _Ti 

Company 

Tel  e  ph  on  e.  

Address  , , , 


City State Zip 

603-600 

The  GAF800  copier/duplicator 
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Your  company  is  known 
by  the  cars  it  keeps. 


Mercury  travels  in  the  best  of  companies.  So  why  not  put 
your  company's  best  in  one  of  our  company's  best:  the  1972 
Mercury  Montego.The  new  mid-size  car  with  the  ride  and  luxury 
of  a  big  car.  One  of  the  best  proofs  of  its  value  as  a  fleet 
investment  is  a  comparison  to  full-size  cars  of  just  four  years  ago. 
Virtually  the  same  size,  as  our  chart  shows. 


72  Montego  4-dr. 

'68  Std.  Make 

Wheelbase 

118" 

119" 

Overall  length/width 

212.1"/78.6" 

213.3"/78.0" 

Headroom  front/rear 

38.3"/37.3" 

38.9"  /37.8" 

Legroom  front/rear 

42.1  "/37.9" 

41.9"/37.6" 

Tread  front/rear 

62.8"/62.9" 

62.0"/62.0" 

Montego  MX  Brougham— all  new  for  '72.  Standard  luxury  includes 
foam-padded  Flight  Bench  seats  with  folding  center  armrest, 
deluxe  sound  insulation,  deep  carpeting.  Mercury  Montego  is 
available  in  three  series,  each  with  a  2-door  hardtop  and  4-door 
pillared  hardtop;  and  a  station  wagon  in  each  of  the  two  top  series. 

A  better  idea  for  your  company's  fleet:  our  Guaranteed  Value 
Plan.  Write  Lincoln-Mercury  Division,  Ford  Marketing  Corporation, 
Leasing  and  Fleet  Sales  Department,  3000  Schaefer  Road, 
Dearborn,  Michigan  48121. 


Mercury  Montego  MX  Brougham 
with  optional  vinyl  roof 


Better  ideas  make  better  cars. 

MERCURY 


LINCOLN-MERCURY  DIVISION 
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Side  Lines 


Sticks  and  Stones . . . 


Recently,  reading  that  fascinating 
chronicle  about  Bernard  Cornfeld, 
Do  You  Sincerely  Want  To  Be  Rich?,* 
by  British  financial  journalists  Charles 
Raw.  Bruce  Page  and  Godfrey  Hodg- 
son, we  learned  that  Cornfeld  once 
called  a  high  Swiss  police  official  a 
sonofabitch  right  to  his  face.  Okay, 
but  Hemic  once  called  our  James  J. 
Flanigan  much  worse.  Shortly  after 
Flanigan's  story  on  Cornfeld  appeared 
in  our  issue  of  Dec.  15,  1966,  Flanigan 
got  a  transatlantic  call  from  Geneva. 
It  was  Bemie. 

The   tone   of   Flanigan's   story— and 
Bernie's  temper— can   be  judged  from 
the        articles        opening       sentence; 
"They've  stopped  asking  how  Bemie 
Cornfeld    does    it,    and    have    begun 
to    wonder    how    long    he    can    last."    . 
Flanigan     (now     FORBES    Washington 
bureau    chief)     got    the    s.o.b.    treat- 
ment and  a  good  deal  more.  Bernie's  parting  words  were:  "You  gar- 
bage collector,    I'll  see  you  in  court."  Bang!   went  the  receiver.   But 
alter  some  legal  skirmishing,  Cornfeld  dropped  the  whole  matter. 

Cornfeld  is  not  by  any  means  the  last  big  wheel  we've  offended— 
as  even  an  occasional  look  at  our  Readers  Say  (letters-to-the-edi- 
tor)  column  can  testify.  Nor  can  we  claim  that  we've  always  been 
as  correct  in  our  criticisms  as  we  were  in  the  Cornfeld  case.  We've 
been  too  rough  on  some  people,  too  gentle  on  others.  In  short,  our 
judgments,  while  honest  ones,  are  far  from  perfect.  But  we'll  tell  you 
this:  We're  going  to  go  on  poking  at  the  myths  to  see  if  they  are 
real.  If  that  means  people  are  going  to  call  us  names,  well,  we 
guess  that  kind  of  goes  with  the  territory. 


By  the  way,  Do  You  Sincerely  Want  To  Be  Rich?  is  more  than 
an  entertaining  book:  You'll  be  a  smarter  businessman  and  investor 
after  you  have  read  it.  While  "Cornfeld  was  cursing  reporters  and 
Swiss  policemen,  he  and  some  of  his  colleagues  were  collecting  bil- 
lions of  dollars,  thumbing  their  noses  at  the  Securities  &  Exchange 
Commission  and  playing  no  small  part  in  the  turbulence  that  swept 
the  U.S.  stock  market  in  the  late  Sixties. 

And  the  amazing  thing  is  this:  Cornfeld  was  neither  a  smart  in- 
vestor nor  even  a  real  salesman.  He  did  have  one  talent:  a  highly 
developed  sense  of  how  to  take  advantage  of  other  people's  weak- 
nesses. Yours.  Mine.  Even  those  of  his  own  salesmen  and  executives. 
But  don't  take  our  word  for  it.  Read  the  book.  We'll  repeat  what 
we  said  above:  It  will  make  you  a  better  investor  and  manager  than 
you  were.  ■ 
•Viking  Press,  N.Y.,  $8.95. 


We're 

as  quiet 

in  Orlando 

as  we  are 

in 

Oklahoma 

City 

Because  we  give  you  the  same 
kind  of  great  room  everywhere. 
A  quiet,  comfortable  room. 
With  double  drapes.  Sound- 
proof walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
Lodge  nearest  you  for  a 
confirmed  reservation  at  any 
of  our  435  locations. 
Howard  Johnson's:  « 

We  always  treat  you  Zr" 

like  you're  on  vacation.  4j" 


HOWARD 

JounsonS 


MOTOR  L0D6ES  I  RESTAURANTS 


DAVID  WORKS 

MINOX  C 


David  Markin,  president  of  Checker  Motors  Cor- 
poration, always  pockets  his  featherweight  4  oz. 
Minox  camera.  For  recording  manufacturing  prog- 
ress, investigating  fleet  operations,  remember- 
ing innovations  and  unique  materials  at  design 
shows,  and  for  public  relations  at  business  meet- 
ings, David  finds  a  picture  is  worth  10,000  words. 
Evenings  and  weekends?  He  Minoxes  family, 
friends  and  sports  events. 
David  never  misses  because  his  electronic  Minox 
C  is  totally  automatic  and  computerized.  He  just 
drops  in  a  film  cartridge . . .  aims  and  shoots  for 
sharp,  full-size  B/W  or  brilliant  color  pictures 
every  time. 

This  year,  gift  yourself,  clients  and  friends. 
At  all  fine  camera  counters. 

MINOX  USA         _.-, 

P.O.  Box  1060,  Woodside,  N.Y.  11377     gSo^cCa 


r 


Trends 

&  Tangents 


FOREIGN 


Cosf  Competition 

With  all  the  attention  given  to 
the  U.S.'  Consumer  Price  Index 
these  days  (see  p.  38),  it  may  be 
some  consolation  to  know  that 
things  could  be  worse.  According 
to  a  study  of  living  costs  around 
the  world  by  the  Union  Bank  of 
Switzerland,  Tokyo  has  the  dubi- 
ous honor  of  being  the  most  ex- 
pensive of  31  cities  surveyed  on 
all  six  continents.  There  a  market 
basket  of  25  selected  food  items 
cost  $23,  vs.  a  low  in  Buenos  Aires 
of  $11.35.  Tokyo  rentals  are  high- 
est, too— $460  for  a  three-room 
apartment  built  after  1960. 


V 


BUSINESS 


Show  and  Tell 

Some  of  the  small  bank  credit 
card  systems,  like  Georgia's  Citi- 
zens &  Southern,  have  been  releas- 
ing figures  on  delinquency,  loss  and 
cardholder  usage  for  several  years 
—but  not  the  biggest  banks.  Now, 
for  the  first  time,  BankAmericard 
has  published  its  figures,  showing 
that  things  are  looking  up  in  credit 
cards— sales  volume  up,  while  the 
delinquency  rate  is  down.  Though 
its  number  of  cardholders  has  de- 
clined, BankAmericard  attributes 
this  in  large  part  to  the  elimina- 
tion of  inactive  accounts. 

A  Penny  Saved  . . . 

Texas  Instruments  is  right 
pleased  with  its  annual  report  this 
year.  After  paying  an  outside  group 
$70,000  to  prepare  last  year's,  TI 
decided  to  do  this  one  in  house. 
Its  costs:  $8,500. 

Gone  to  the  City 

Farm  population,  or  the  lack  of 
it,  set  a  record  during  the  past 
decade.  The  U.S.  Census  Bureau 
said  recently  its  1970  survey  tal- 
lied the  lowest  number  of  persons 
living  on  farms  since  the  statistics 
were  first  compiled  back  in  1920— 
only  9.7  million  people  in  1970. 
down  from  15.6  million  in  only  ten 
years.  Migration  of  blacks  and  oth- 
er minorities  to  the  city  was  the 
largest  part  ol  this  decline,  accord- 
ing to  the  figures.  In  1960,  there 
were    2.5    million    minority    group 


members  living  on  farms;  by  1970, 
the  minority  group  component  had 
declined  by  more  than  60%  to  only 
938,000-or  2J£  times  the  rate  of 
decline  for  whites. 

Revaluation,  Detroit  Style 

When  business  is  good,  it's  a 
lot  easier  to  have  a  sense  of  humor. 
Take,  for  example,  Ben  Bidwell, 
the  general  manager  of  Ford's  rec- 
ord-setting Lincoln-Mercury  divi- 
sion, which  for  1972  has  intro- 
duced the  Lincoln  Continental 
Mark  IV  as  successor  to  the  suc- 
cessful Mark  III  luxury  coupe. 
Newsmen  kept  asking  Bidwell  why 
the  name  was  changed  to  Mark  IV. 
"Finally,"  says  Bidwell,  "I  said 
we  didn't  change  the  name.  We 
just  revalued  our  Mark  by  33/3%." 

Union  Power 

Even  though  membership  in  la- 
bor unions  and  employee  associa- 
tions increased  more  than  half  a 
million  to  22.6  million  between 
1968  and  1970,  the  Labor  Depart- 
ment says  the  percentage  of  union 
members  in  the  total  labor  force 
has  dropped.  The  total  labor  force 
grew  from  82.2  million  in  1968  to 
85.9  million  in  1970,  but  the  per- 
centage of  union  members  declined 
from  25.2%  to  24.7%.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Pictured  above  is  the 
most  tightfisted,  thrifty 
man  in  America. 

He  is  Kjlph  Ginzburg,  the  New  York  nuc- 
a/ine  publisher.  No  one  holds  OD  to  money 
more  tenaciously  than  he.  Mr.  Gin/burg  has 
made  a  career  ot  perfecting  and  implementing 
ingenious  methods  of  making  and  saving  money. 
Now  he  has  ei  en  launched  a  publication  devoted 
to  that  subject.  Its  name  is  Moneysworth. 

Moneysworth  is  more  than  just  a  manual 
of  Ralph  Ginzburg's  personal  financial  ploys. 
It  is  a  brash,  jolly,  authoritative  Fagin  School 
in  the  art  and  silence  of  shrewd  investment 
and  expenditure.  It  covers  personal  finance, 
investments,  consumer  affairs  (including  prod- 
uct ratings),  and  )ust  about  every  other  facet 
of  monej    management. 

Perhaps  the  best  way  to  describe  Moneys- 
worth  is  to  list  the  kinds  of  articles  it  prints: 

The  New  Japanese  Cars:  A  Rating 
At    Last,    A    Proven    Method    for    Beating  the 
Stock    Market — Mow    a    lit,tle-known    Govern- 
ment   publication   has  been   used   by    sophisti- 
cated  investors   to   quadruple   their  gains  over 
the  past    lit  years  (compared  with  gains  of  the 
Dow -.Jones    average).    Fortune    magazine  calls 
the  method  "extraordinary." 
How    Ralph    Ginzburg   Earns   Interest  of 
from     a    California    Savings    Bank    (Insured) 
How   to   Collect   Social  Security  from  Canada 
and    the     United    States    Simultaneously 

The   Third   Most    Expensive  Item    You'll  Ever 

Buy — It's  vour  funeral,  and  Moneysworth  tells 

how  to  minimize  the  grief. 

Is  She  or  Isn't  She?— A  little-know  n,  reliable  S2 

mail-order   self-test    krt  for  pregnancy  lets  her 

know  for  sure. 

"How  We  Live  on  Less  than  $75  a  Month" 

Earn  Interest  on  Your  Checking  Account 

The  Unshrouded   Facts  About  Life  Insurance 

—This  article  niav  sa\  e  you  hundreds  of  dollars. 

Sewing  Machines  that  Seam  Fine — Why  Mon- 
eysworth chose  a  S40  model  as  its  best  buy. 

Living    Afloat    without    Getting    Soaked — Bv 

novelist  Sloan  Wilson. 

Freeze-Dried  Coffees  Rated  (and  Berated) 

•Small  Bite — How  to  get  dentures  from  one  of 
America's  top  dental  clinics  for  only  $  l<>. 

Water  Beds  Are  Making  a  Big  Splash 

Hiring  a  Lawyer  to  Avoid  the  Draft 

How  to  Hold  onto  Your  Auto  Insurance 

Food  Fit  for  King:  Best  Buys  in  Dog  Food 

A  Blast   at   Aerosol   Cans — How  they  threaten 

your  health  and  pick  your  pocketbook. 

Providing  Your  Teenager  with  Contraception 
The  Wisdom  of  Maintaining  a  Secret  Swiss 
Banking  Account — Half  a  million  Americans 
can't  be  wrong. 

America's  25  Best  Free  Colleges — As  rated  bv 
the  students  themselves. 

The  Boom  in  Going  Bust — The  growing  popu- 
larity of  personal  bankruptcy. 

How  to  Get  a  Divorce  without  a  Lawyer 

Air  Travel  at  50%  Off 

Ski  Areas  without  Steep  Prices 

Drug  Combinations  that  Can  Kill  You 


The  World's  100  Best  Free  Catalogs 
Both  a  Borrower  and  Lender  Be — Shrewd  use  of 
your  life  insurance's  little-know  n  loan  feature. 
How  College  Students  Can  Get  Food  Stamps 
Undetected   Bank  Errors — A  report  on  the  un- 
told millions  of  dollars  lost  each  year  by  consu- 
mers who  fail  to  reconcile  their  monthly  bank 
statements. 

The  Most  Dangerous  Car  of  All 
Tax-Free  Bonds  for  the  Small  Investor 
Franchising:  Perils  of  "Being  Your  Own  Boss" 
Investing  in  Scotch — The  profits  are  staggering. 
A  Consumer's  Guide  to  Prostitution 
Quadraphonic  Hi-Fi:  Great  Innovation  or  Com- 
mercial Hype? 

Wheeling  and  Dealing  for  a  New  Bike — Which 
are  the  best  buys  and  how  to  bargain  for  them. 

The  Painful  Truth  about  Circumcision 

How  to  Contest  a  Bad  Credit  Rating 

Indigestion  Remedies  that  Pass  the  Acid  Test 

—An  evaluation  by  brand  name. 

How  Two  Widows  Nearly  Got  Merrill-Lynched 

Illustrated  Sex  Manuals — A  buying  guide. 

The  Link  Between  Heart  Attack  and  Coffee — A 
suppressed  report  by  a  member  of  the  Presi- 
dent's Commission  on  Heart  Disease. 

The  Spirit  of  '72 — A  report  on  the  new  "light" 
Whiskey  that  has  the  industry  in  ferment. 

A  Guide  to  Low-Cost  Legal  Abortion 

Easy-Riding  Motorcycles:  New  Models  Rated 

The  Best  of  the  Good  Book — An  evaluation  of 
currently-available  editions  of  The  Bible. 
Safety    Bug — A    preview    of    the    Volkswagen 
model   being   developed   to   replace  the   easily 
crushed  "Beetle." 


In  sum,  Moneysworth  is  your  own  personal 
consumer  crusader,  trusted  stockbroker,  and 
chancellor  of  the  exchequer— all  in  one.  It  is  a 
bonanza  of  uncanny  financial  intelligence. 

Although  launched  only  a  year  ago,  already 
Moneysworth  has  become  the  most  widely  read 
newsletter  in  the  world  (with  a  circulation  of 
350,000  and  readership  estimated  a  tone  million). 

Every  week,  Moneysworth  is  inundated 
with  enthusiastic,  unsolicited  testimonials  like 
the  following  (which  are  completely  authentic): 

•"When  you  wrote  up  Bausch  &  Lomb's 
stock,  I  bought  100  shares  at  44  and  soon 
thereafter  sold  out  for  139'/i.  When  you  came 
out  with  James  Dole,  I  bought  500  shares  at  7Vi 
and  nine  days  later  sold  out  for  double.  Net 
profit  on  the  two  transactions:  $12,996.  Let 
me  assure  you  that  I  shall  be  a  Moneysworth 
subscriber  for  life." — Lawrence  C.  Gray; 
Ypsilanti.  Mich. 

•"Thanks  to  the  advice  in  your  article  'In- 
accurate Billing  by  the  Phone  Company,'  my 
own  firm — the  Bayard  Pump  &  Tank  Company 
— has  just  received  a  $1,593  refund." — Armand 
DiRienzo;  Bristol,  Pa. 

•"Moneysworth  is  to  be  commended  for 
the  reliability  of  its  merchandise  evaluations.  I 
just  bought  a  Canonet  35mm  rangefinder  cam- 
era— which  you  recommended  as  'First  Rate' 
— and  have  gotten  some  beautiful  shots  with  it. 
Moreover,  thanks  to  Moneysworth's  buying  ad- 
vice I  saved  over  30%  on  its  cost." — Robert  D. 
Goodrich,  Tucson,  Ariz. 

•"Your  article  'How  to  Fight  a  Traffic 
Ticket'  saved  me  a  $200  lawyer's  fee  and  a 
ticket.  I  did  exactly  as  you  suggested— taking 
pictures  of  the  scene  and  double-checking  the 


statute  book — and  came  out  the  winner  in 
court.  Many,  many  thanks."— IV. R.  Wendel; 
Hicksville,  N.  Y. 

•"Thanks  to  your  article  'How  to  Buy  a 
New  Car  for  $125  Above  Dealer's  Cost,'  I  have 
just  purchased  a  Malibu  Sport  Coupe  at  a  saving 
that  I  conservatively  estimate  at  $350." — Ron 
Bromert;  Anita,  Iowa. 

•"I  am  grateful  for  your  tip  on  'Tax  Savings 
for  Teachers' — which  saved  me  the  cost  of  a  tax 
accountant  and  got  me  a  very  high  income  tax 
refund." — Charles  Bryan;  Brooklyn,  N.  Y. 

•"Your  article  on  low-cost,  unadvertised 
trans- Atlantic  air  fares  enabled  me  to  save  $108 
on  a  vacation  to  Ireland.  In  addition,  once  I  was 
there,  1  saved  $64  on  a  car  rental,  thanks  to 
your  advice." — Bernard  Bullon;  Bronx.  N.Y. 

•"I  have  deposited  $12,500  in  a  Mexican 
bank,  as  you  suggested,  and  have  been  receiv- 
ing, every  month  by  airmail,  interest  at  9%.  I 
am  grateful  to  your  excellent  Moneysworth  for 
telling  me  about  this  high  rate  of  interest." 
— Charles  T.  Malburn; Sarasota,  Fla. 

•  "Due  to  your  information  on  stocks,  I 
have  made  over  $2,200  in  less  than  a  year. 
Yours  is  one  of  the  most  intelligent,  down-to- 
earth,  to-the-point  periodicals  ever  published." 
—Ruth  Pantell;  Yonkers,  N.  Y. 

•"Upon  Moneysworth's  advice,  I  asked  the 
phone  company  for  an  itemized  bill.  As  a  re- 
sult, I  discovered  that  for  years  I  had  been 
paying  for  a  nonexistent  extra  line.  Result:  A 
$550  refund.  My  trial  subscription  has  paid  for 
itself  110  times  over!" — George  T.  Petsche; 
Washington,  D.C. 

In  short,  Moneysworth  has  become  an  ab- 
solutely indispensable  financial  mentor  for 
many  of  America's  most  astute  consumers. 

The  staff  of  Moneysworth  consists  of 
several  of  the  most  keenly  analytical  and 
imaginative  minds  in  the  fields  of  financial  and 
consumer  journalism.  At  the  helm,  of  course  is 
Ralph  Ginzburg  himself,  as  editor-in-chief.  The 
managing  editor  of  Moneysworth  is  Paul  A. 
Riedel,  of  the  Whitney  Communications  Cor- 
poration. Its  articles  editor  is  Dorothy  Bates, 
formerly  of  Scientific  American.  Herb  Lubalin, 
the  world's  foremost  graphic  designer,  is  Mon- 
eysworth's art  director.  Augmenting  this  team 
of  hard-nosed,  experienced  editors  are  reporters, 
researchers,  product-testers,  and  consultants 
throughout  the  United  States.  Together,  they 
create  America's  first— and  only — financial 
periodical  with  charisma. 

Moneysworth  is  published  fortnightly.  It  is 
available  by  subscription  only  and  costs  $10 
per  year.  Right  now,  however,  we  are  offering 
Special  Introductory  32-Week  Subscriptions 
for  ONLY  $3.88!  This  is  a  MERE  FRACTION 
of  the  standard  price. 

Moreover,  we  are  so  confident  that  Mon- 
eysworth will  prove  invaluable  to  you  that  we 
are  about  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  the  tips,  techniques,  and  inside 
information  in  Moneysworth  will  increase  the 
purchasing  power  of  your  income  l>y  at  least 
I  ~>'7,  or  we  11  refund  your  money  IN  FULL.  In 
other  words,  if  you  now  earn  $10,000  a  year, 
Moneysworth  guarantees  that  it  will  increase 
the  value  of  your  income  oy  at  least  $  1,500 — or 
you  get  your  money  back.  And,  meanwhile, 
vou  will  have  enjoyed  a  subscription  to  Mon- 
eysworth ABSOLUTELY  FREE!  As  you  can 
see,  a  subscription  to  Moneysworth  is  an  abso- 
lutely foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $3.88  to: 
Moneysworth,  110  West  40th  Street,  New 
York,  New  York  10018. 

We  urge  you  to  act  at  once.  In  this  case, 
especially,  time  is  money. 


110  W.  40TH   ST 


NEW  YORK  10018 


_  I  enclose  $3.88  for  a  Special  Introductory  _ 

!   32-Week  Subscription  to  Moneysworth,  the  ■ 

■  shrewd,  audacious  new  fortnightly  on  con-  ■ 

■  sumer  affairs  and  personal  finance.  I  un-  ■ 
|  derstand  that  this  is  a  MERE  FRACTION  • 
_  of  the  standard  $10-per-year  price.  More-  J 
*  over,  Moneysworth  guarantees  that  it  will  * 

■  increase  the  purchasing  power  of  my  in-  ■ 

■  come  by  at  least   15%  or  I  will  get  my  ■ 

■  money  back  IN  FULL.'! 
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WE  BELIEVE  OUR  $300  TYPEWRITER 

CAN  DO  EVERYTHING  YOUR  SECRETARY 

DOES  WITH  HER  $600  ONE. 


Ask  yourself.  Just  how  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still— ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 

Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need— and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive -Flying 
Red  Margins®.  10  clear  carbons.  13"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $299.50  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  fit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

If  you  only  want  to  buy  a  typewriter 
once,  buy  a  Hermes. 


HERME5 

Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  07036 

Other  products:  Hermes  figuring  machines, 

Hasselblad  cameras  and  accessories, 

Bolex  movie  equipment. 
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Defining  a  Fink 

■  Sir:  Re:  Your  dastardly  perpetuation 
of  a  canard  in  attempting  to  equate  my 
honorable  family  name  to  the  question- 
able activities  of  National  Can  Corp. 
(Fact  6-  Comment,  Sept.  1)  as  a  "Cor- 
porate Fink  (who  has)  Helped  Immense- 
ly To  Funk  .  .  .  etc."  You  flunk.  Cancel 
my  long-term  subscription  immediately. 
—Louis  Fink 
Fort  Lee,  N.J. 

Sir:  [We  are  not]  finks  in  either  dic- 
tionary sense  of  "strikebreakers"  or  "con- 
temptible." The  settlement  which  this 
company  reached  with  the  United  Steel- 
workers  was  clearly  dictated  by  the  set- 
tlement reached  a  few  months  before 
between  General  Motors  and  the  United 
Auto  Workers.  The  other  companies  who 
reached  [labor]  agreements  in  1971 
without  incurring  work  stoppage  losses 
at  least  avoided  the  serious  consequences 
that  reduced  purchasing  power  would 
have  had  on  our  recovering  economy. 
Our  settlement  compared  favorably  to 
the  average  labor  settlement  in  the  first 
six  months  of  1971  (including  the  rail, 
auto,  agricultural  implements,  apparel 
manufacturing,  aluminum  industries). 
Your  editorial  reflects  an  understandable 
irritation  and  frustration  over  a  series  of 
irrepressible  events  that  caused  the  Pres- 
ident to  declare  a  wage-price  freeze. 

—Robert  Stuart 

Chairman; 

National  Can  Corp. 

Chicago,  111. 

Kennecott,  Fortune  &  the  FTC 

Sir:  The  item  [about  Fortune.  Kenne- 
cott and  the  FTC,  Trends  <b  Tangent® 
Sept.  15]  is  a  total  fabrication,  or  more 
than  that,  a  wildly  implausible  fantasy, 
apparently  intended  to  impugn  Fortune's 
editorial  integrity. 

—Robert  Lubab 

Managing  Editor. 

Fortune 

New  York,  XV. 

Forbes  said  tlwt  people  high  in  the 
Nixon  Administration  had  suggested  For- 
tune do  an  article  on  the  Kcnnecott-Pca- 
body  merger  as  a  hint  to  the  FTC  to 
ease  up  on  Kennecott.  Forbes  thought 
it  worthy  of  note  that  the  Administration 
was  sending  out  signals  that  it  would  like 
to  change  antitrust  policy.  We  were  cer- 
tainly not  impugning  Fortune's  integrity. 
As  faithful  and  admiring  readers,  wc 
are  very  much  aware  that  the  magazine 
advocated  changes  in  antitrust  loan  be- 
fore Nixon  became  President— Ed. 

Siii:  The  facts  are  simple:  Fortune 
had  been  interested  for  many  months 
in  a  general  article  on  Kennecott.  When 
the  FTC  decision  was  announced,  For- 
tune informed  us  it  had  narrowed  its  in- 
terest to  the  background  and  the  impli- 
cations of  that  decision.  The  facts  about 
(Continued  on  page  90} 

FORBES,    OCTOBER    1,    1971 


— 


tti 


Only  a  specialist  could  possibly  be  closer 
to  the  market  than  I  am  with  my  Personal  Ticker.' 


—  Ronald  Boardman,  Lake  Forest,  Illinois  (Investor,  former  limited  partner  in  NYSE-member  firm) 


"The  Personal  Ticker 
is  the  most  valuable 
trading  tool  I  have  ever 
used  in  my  25  years 
as  a  broker  and 


money  manager. 

—Paul  J.  Hewitt, 
Palm  Desert,  Calif. 
(Portfolio  Manager) 


n 


"Since  I  got  my 
Personal  Ticker, 
I  average  a  point 
better  trading  stocks  with 
high  intra-day  volatility." 

— Clifford  Yeldell,  Dallas,  Texas 
(Investment  Manager) 


"Anyone  who  is 
active  in  the  stock 
market  should  have 
a  Personal  Ticker." 

— Sam  Coslow.  Miami  Beach,  Fla. 
(Trader,  former  publisher  of  stock 
market  advisory  service) 

"Selectivity  is  the 
approach  to  today's 

market.— Richard  W.  de  Dufour, 
New  York  City  (Trader, 
NYSE-member  firm) 


"I  save  at  least 
5  hours  a  week 
by  eliminating 
non-productive 
telephone  calls." 

— John  Saueracker, 
Jersey  City,  N.J. 
(Investment  Officer, 
First  Jersey  National  Bank) 

It's  unanimous! 

The  Personal  Ticker  is  a  winner  and  guaranteed  to  make 
you  a  better  trading  partner  with  your  broker.  Here's  why 


"My 

Personal 

Ticker  helps 

me  pick  turning 

points  with 

accuracy." 

— John  Calandrelli, 

Hamden,  Conn 

(Trader) 


'The  ultimate  trading  tool 
is  a  combination  dry-tape 
printer  and  analog 
computer  called  the 
Personal  Ticker." 

— Quoted  from  the  new  best-selling 
Prentice-Hall  book,  "The  Profit  Magic 
of  Stock  Transaction  Timing" 
by  J.M.  Hurst 


From 
TRANS-LUX,  the 
world's  largest 
designers 
of  stock 
market 
ticker 
displays 


"I  used  to  trade  on 
second  hand  information 
until  I  got  my  Personal  Ticker." 

— Jack  Fowler,  Ravenna,  Ohio 
(Trader-Pharmacist) 


•  Selective — shows  only  the 
stocks  you  want 

•  Prints  out  quotes  as  fast  as 
your  broker  gets  them 

•  Change  stocks  in  seconds 

•  It  tracks  whether  you're 
watching  it  or  not 

•  A  tew  inches  of  tape  always 
keeps  you  posted 


•  Press  button  to  watch 
full  market 

•  Compact,  sits  on  corner  of 
desk  in  office  or  home 


•  Available  for  principal  security 
and  commodity  exchanges 

•  Lease  plans  begin  at  30  days 

•  Tax  deductible  for  investors 


USS'lyE  Personal 'Ticker 


A  Division  of  Trans-Lux  Corporation 

625  Madison  Avenue 

New  York,  N.Y.  10022  •  (212)  PLaza  1-3110 
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Send  me  information  about  the  Trans-Lux  Personal 
Ticker  and  more  user  comments. 


COMPANY 

ADDRFSS 

CITY 

STATF 

7IP 

PHONF   (Arp^  TnrlP} 

|RflN<HUX 

JetVldiQuote- News  Jet  PersmlWker-miNews  \ 

Atlanta  Chicago.  Dallas.  Los  Angeles.  Miami.  San  Francisco.  Zurich. 
Canadian  Trans-Lux  Corp.,  Ltd. -Toronto. 


The  Paper  Bog 


Hacks  when  your  insurance 
you  information, 
all  in  Insurance  Language, 
to  you  to  translate  it  into 
ningful. 


m  With  IRIS,  CNA's  Industrial  Risk  Information 
System. 

IRIS  gives  you  the  data  you  need.  The  way 
you  need  it.  In  the  language  of  your  particular 
financial  system. 

So  cut  the  Paper  Bog. 

He's  just  one  way  your  insurance  can  lag 
behind  your  business. 

And  just  one  of  the  Insurance  Lags  we  can 
help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 

*"  C7VA  /insurance 

^ur  way  to  beat  the  Lags 


CNA/INSURANCE    310  S.    MICHIGAN  AVE    CHICAGO.   ILL     60b04     CONTINENTAL   CASUALTY  CO.     AMERICAN  CASUALTY 
NATIONAL   FIRE  INSURANCE  CO.  OF   HARTFORD     TRANSCONTINENTAL   INSURANCE  CO       TRANSPORTATION   INSURANCE  CO. 
VALLEY  FORGE  INSURANCE  CO.     VALLEY  FORGE  LIFE  INSURANCE  CO       CNA  INVESTOR  SERVICES.  INC    a!"C7VA  enterprise 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


UNJUST  JUSTICE 


Isn't  it  just  plain  ridiculous  that  Supreme  Court  Jus- 
tices are  disqualifying  themselves  from  participating  in 
decisions  vitally  affecting  major  corporations  in  which  they 
hold  relatively  minute  amounts  of  stock?  They  either 
should  put  their  money  elsewhere,  or  if  they've  got  so 
much  that  alternatives  are  not  feasible,  do  as  some  Presi- 


dents have  done  and  turn  the  management  of  the  stuff 
totally  over  to  a  trust  and  remain  ignorant  of  what's  be- 
ing done  with  the  dough.  The  Supreme  Court  is  nine 
judges.  Cutting  it  down  for  eminently  avoidable  conflicts 
of  interest  is  unjust,  injustice  at  a  Level  where  all  nine 
know  better. 


TWO  GOOD  GUYS 


Ask  any  businessman  to  name  instantly  a  half  a  dozen 
good-guy  corporations  and  111  bet  Xerox  and  Coca-Cola 
will  be  mentioned  most  often.  There  are  multiple  Reasons 
Why,  of  course.  Two  more  have  come  to  recent  attention. 
Xerox'  Peter  McCoIough  (who  has  a  tough  act  to  fol- 
low when  it  comes  to  broad-gauge  business  thinking  as 
displayed  by  his  predecessor  Wilson)  has  announced  that 
annually  20  or  so  employees  will  be  given  a  year's  leave 
of  absence  at  full  pay  and  with  all  benefits  to  work  in 
a  social  service  outfit  of  their  own  choice,  whether  it 
be  concerned  with  drug  addicts,  mine  safety,  civil  rights, 
or  what  have  you— so  long  as  the  activity  is  free  from 
partisan  politics  and  profit  making,  and  is  legal. 
As  one  most  proud  PR  man  wrote  Forbes: 

"Sure,  Xerox  felt  a  responsibility  to  help  solve 
significant  social  problems  and  has  made  several 
concrete  contributions  in  this  area  in  the  last  dec- 
ade. Certainly  in  this  instance  we  are  donating 
our  most  precious  asset— people.  Peter  McCoI- 
ough emphasizes  that  the  social  service  leave  pro- 


gram is  not  entirely  altruistic.  Xerox  has  plenty 
to  gain.   An  employee  on  a  social  service  leave 
helps  to  preserve  an  environment  in  which  Xerox 
can  survive  and  flourish.  He  develops  strengths, 
capacities  and  wisdom  he  might  not  amass  on  his 
'straight'  Xerox  job.  The  result,  of  course,  is  an 
immensely  more  valuable  employee." 
The   other  example   comes   from   Coca-Cola's   compre- 
hensive Heart-felt  but  Head-using  program  for  the  thou- 
sand or  so  who  labor  at  harvesting  in  Minute  Maid's  or- 
ange groves.  My  recent  editorial  ("Would  You  Believe  It?" 
Forbes,  Aug.  15)  calling  attention  to  the  often  shocking 
conditions  of  crop-picking  workers  brought  a  lot  of  letters 
defending  or  accusing.  As  usual,  Coke  is  providing  an- 
swers instead  of  parrying  questions. 

Whoever  still  thinks  corporate  profits  preclude  ex- 
penses for  meeting  social  problems  should  look  at  these 
two  outfits,  because  now— and  every  year  more  so— it 
becomes  clear  that  you  can  no  longer  have  the  former 
without  the  latter. 


NYET  TO  NEP 

Here  and  there  since  the  dramatic  unveiling  by  Presi- 
dent Nixon  of  his  new  economic  policy,  some  writers  for 
some  publications  have  been  referring  to  the  program 
as  NEP.  Now,  I  ask  you,  how  contractionally  silly  can 
one  get.  I  suppose  when  the  postfreeze  program  is  an- 
nounced the  same  fellows  will  then  be  referring  to  NEP 


2,  or  maybe  PFP.  If  this  nonsense  keeps  up,  any  kid 
will  be  able  to  write  an  article  on  the  economy  by  just 
locking  his  typewriter  into  caps  and  hitting  the  keys 
at  random. 

Come  to  think  of  it,  the  resultant  article  will  probably 
make  an  equal  amount  of  sense. 
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THAT'S  ALWAYS  THE  WAY 

Take  the  publishing  of  that  top  secret  report  of 
our  involvement  in  Vietnam,  revealing  an  incredible  distrust 
and  misleading  of  the  American  people  and  their  Congress 
on  a  scale  and  with  a  cynicism  that  few  would  have 
dreamed  possible  by  a  U.S.  government.  Who  gets  nearly 
as  much  blame  as  the  perpetrators?  Attorney  General 
Mitchell,  of  course— because  as  the  Constitutionally-charged 
chief  law  enforcement  officer  of  the  United  States,  he 
is  the  one  who  must  go  to  court  to  try  to  halt  publication 
of  top  secret  documents. 

Never  mind  that  Mr.  Mitchell  told  news- 
men: "I  hope  a  way  will  be  found  to  let  the 
American  public  know  what  is  in  those  doc- 
uments. I  think  it  is  absolutely  essential  that 
they  have  such  knowledge  and  have  it  at 
the  appropriate  time  and  in  the  appropriate 
circumstances."  That  was  a  footnote  at  the 
bottom  of  one  story,  while  front  page,  day 
alter  day,  were  the  Attorney  General's  court 
actions. 

If  Mr.  Mitchell  is  making  a  major  speech 
outlining  progress  of  his  department's  mas- 
sive and  quite  successful  efforts  to  cope 
with  the  spreading  hard-dope  menace,  his 
wife's  hairdo  or  what  she  said  before  she 
hung  up  on  the  telephone  to  some  newsman  gets  all  the 
play  that  day. 

In  Civil  Rights,  it's  not  what  his  department  has  done 
by  way  of  enforcement  that  counts,  but  its  hesitancy  in 
pioneering  in  new  areas  where  it  hasn't  been  .specifically 
charged  with  responsibility. 

If  it's  antitrust,  the  one  that  might  have  gotten  away 
understandably  gets  infinitely  more  attention  than  the  in- 
creased number  of  prosecutions  and  the  sizable  diminu- 
tion m  numbers  of  corporate  combinations. 

There's  a  wee  touch  of  irony  in  the  fact  that  during  the 
successful  Nixon  Presidential  campaign,  which  John  Mitch- 
ell managed,  the  growth  of  crime  in  all  areas  and  partic- 
ularly in  the  streets  of  urban  America  was  a  burning 
election  issue;  it  currently  isn't  such  a  hot  issue  because 
the  Attorney  General  has  done  much  to  lessen  the  problem 
and  thus  has  lost  the  issue. 

It's  likely  that  soon  Mr.  Mitchell  will  be  leaving  the 
Cabinet  to  head  once  more  the  President's  campaign  loi 
the  Presidency.  Before  he  bows  out  as  Attorney  General 

and  again  brings  his  quiet,  two-fisted  perceptions  back  to 
I  he  political  wars,  I  think  it's  high  time  more  people  were 
aware  ol  the  very  considerable  and  quite  exlraoi  dinai  \ 
accomplishments  of  the  man  in  the  tough  job  he  has  held 
l"i  almost  three  years, 

•  The  Department  of  Justice's  "war  on  crime"  has  show n 
some  \ci\  real  successes:  During  the  period  1968-70  ap- 
proximate!)    half    of    the    top    bosses    ol    the    nation's    two 
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dozen  organized  crime  syndicates  were  indicted  or  con- 
victed. Some  27  pieces  of  legislation,  developed  by  Justice 
to  aid  it  in  its  crime  fight,  have  been  passed  by  Congress. 
The  number  of  U.S.  marshals  and  assistant  U.S.  attorneys 
has  been  substantially  increased,  as  have  grants  to  local 
law  enforcement  agencies.  The  efforts  have  begun  to  pay 
off.  In  1970  the  crime  rate  dropped  in  22  cities  of  more 
than  100,000  population.  An  even  more  encouraging  sign 
was  the  fact  that  in  the  first  three  months  of  1971,  60  major 
cities  reported  an  actual  decrease  in  crime. 

•  Recognizing  that  rehabilitation  could  be 
one  of  the  keys  to  stemming  the  crime  wave, 
a  ten-year  program  has  been  developed  to 
modernize  the  Federal  prison  system,  with 
greater  emphasis  on  correction  therapy  and 
job  training. 

•  The  department  has  shouldered  the 
major  share  of  the  Nixon  Administration's 
all-out  campaign  on  the  narcotics  problem. 
The  amount  of  heroin  and  cocaine  removed 
from  the  domestic  market  more  than  dou- 
bled from  1969  to  1970,  tripled  in  the  case 
of  marijuana. 

•  Civil  Rights:  Due  largely  to  Justice  De- 
partment   action,    the    percentage   of   black 

children  in  the  11  southern  states  attending  desegregated 
school  systems  increased  from  less  than  6'#  in  the  fall  of 
1969  to  92%  in  the  fall  of  1970.  Action  in  fair  employment 
and  public  accommodation  eases  has  been  stepped  up. 

•  Protection  of  Environment:  Justice  has  greatly  in- 
creased legal  action  against  polluters.  Cases  under  the 
Refuse  Act  quadrupled  in  1970  compared  with  the  preced- 
ing two  years;  a  landmark  ruling  against  thermal  pollution 
was  won;  and  a  consent  degree  with  the  Big  Four  auto 
manufacturers  was  signed,  which  should  speed  up  the  de- 
velopment of  an  auto  smog  device. 

•  Firm  action  has  helped  create  a  climate  in  which 
conglomerate  mergers  have  markedly  decreased;  112  anti- 
trust cases  were  filed  in  1969-70. 

In  summary,  John  Mitchell  as  Attorney  General  has 
been  the  most  effective  gangbuster,  crime-coper  and 
menacer  to  the  drug  menace  who  ever  held  the  Attorney 
General's  office. 

No  one  seems  to  think  or  talk  about  that,  though. 

Additionally,  he  did  manage  the  successful  Nixon  cam- 
paign, though  no  one  ever  seems  to  give  him  credit  lor 
being  one  ol  the  more  astute  minds  in  the  political  arena. 

Probably  no  one  in  such  a  continuous  limelight  has 
been  given  more  blame  for  things  beyond  his  power  and 
less  kudos  lor  accomplishments  w  ithin  his  power. 

I  don't  think  the  man  really  minds  that  very  much— so 
long  as  he  can  gel  his  next  big  job  done— President  Nixon 
reelected. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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Francis  Scott  Key's 
"Star  Spangled  Banner" 
could  have  been  dictated 
in  2V2  minutes  with  a 

NORELCO  85 

PERSONAL  DICTATER 
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$g500 


rmmmmmmmmmmmmmmmmmwmmmmmmmmmmm 

.  .  .  for  all  the  men  of  inspiration  in  your 
company.  In  1814  Mr.  Key,  author  of  our  national 
anthem,  observed  the  night-time  shelling  of  Ft. 
McHenry  defending  Baltimore  against  British  attack. 
When  "by  the  dawn's  early  light"  he  viewed  the 
American  flag  still  flying  over  the  fortress,  he  gave 
vent  to  his  feelings  of  pride  and  relief  by  writing  the 
"Star  Spangled  Banner".  For  those  important  mo- 
ments in  your  business  life,  the  Norelco  85  will  help 
you  as  no  other  device  can.  In  today's  complex  world, 
you  need  to  communicate  your  ideas  with  ease  and 
speed  wherever  your  responsibilities  take  you.  The 
lightweight,  compact  Norelco  85  personal  dictater  is 
ideal  for  recording  your  thoughts  and  inspirations. 

Call  your  authorized  Norelco  office  products  dealer. 
See  the  Yellow  Pages  under  "Dictating  Machines." 


PHILIPS  BUSINESS  SYSTEMS,  INC.  F-1071 

100  East  42nd  Street,  New  York,  N.  Y.  10017 
Gentlemen: 

□  How  can  I  get  my  hands  on  a  Norelco  $85  Personal  Dictater 
for  my  most  important  thoughts. 

□  Please  send  me  folder  on  how  the  Norelco  Dictation  System 
pays  for  itself  within  one  year. 


100  East  42nd  Street,  New  York,  N.  Y.  10017 
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Business  Address. 
City.  State 


_Zip_ 
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Natural 


Natural  gas, 
ight  off  the  boat 


America  needs  the  energy  to  grow. 


We're  importing  Liquid  Natural  Gas. 
If  s  helping  us  meet  the  peak  winter  demand  in  the  cold  Northeast, 
And  within  five  years,  LNG  will  be  in  use  all  across  the  country. 

Natural  gas  becomes  a  liquid  when  its  temperature 
is  lowered  to  260  degrees  below  zero.  This  makes  it  a 
compact  and  readily  transportable  energy  source.  In  fact, 
LNG  actually  powers  the  engines  of  the  ships  that  carry  it. 

Once  here,  LNGcan  be  quickly  transformed 
back  to  gas.  And  as  a  gas,  give  us  600  times  its  volume 
as  a  liquid.  Or  it  can  be  left  as  is.  And  stored 
conveniently  until  needed. 

This  LNG  is  the  same  energy  that 
powered  the  Blue  Flame  car  to  a  new  world 
land  speed  record.  The  same  pure  power  that 
has  already  proven  itself  as  a  virtually 
pollution-free  fuel  for  motor  vehicles. 

Liquid  Natural  Gas.  It  allows 
us  to  bring  the  vast  gas  supplies  of  the 
world  right  to  our  shores.  And  supplies 
another  answer  to  the  country's 
increasing  energy  needs. 

A  AMERICAN  GAS  ASSOCIATION. 


Forbes 


Case  Study 


A    Forbes    Editor   imagines   how   students   at 
H—B—S— might  discuss  Jim  Ling's  new  company. 


The  following  fictional  event  took 
place  at  a  mythical  business  school 
at  a  nonexistent  eastern  university. 
Professor  Marvin  Toobright  welcomes 
liis  well-tanned  students  back  from 
their  vacations  and  jumps  right  into 
his  first  case 

PROFESSOR:  Ladies  and  gentlemen, 
we  have  a  brand-new  case  study  this 

>ear,  mh\  it's  as  fresh  as  today's  finan- 
cial pages.  It's  a  company  called 
Omega-Alpha,  Inc.  The  name  isn't  an 
accident;  it  has  a  meaning.  What  does 
Omega- Alpha  mean? 

Student:  Those  are  the  last  and 
first  letters  (if  the  Greek  alphabet  so 
it  must  mean,  "The  end  of  one  chap- 
ter and  the  beginning  of  another." 

Professor:    Right!    Now,   what   is 


this  company  all  about? 

Student:  Omega- Alpha  is  the  cor- 
porate vehicle  by  which  48-year-old 
Texan  Jim  Liim  hopes  to  make  his 
comeback.  In  August  the  public 
bought  4.5  million  shares  at  $5.50  a 
share,  so  he  is  now  on  his  way. 

Professor:  Co  to  the  head  of  the 

class.  Now  as  sou  know  from  last 
semester  when  we  studied  the  near- 
bankruptcy  of  L-T-Y,  Ling  go)  started 
years  ago  selling  shares  iii  L-T-V  at 
a  booth  in  a  Texas  fairground.  This 
i line  he  sold  shares  through  CBWL- 
rlayden,  Stone,  a  New  York  brokerage 
firm  best  known  for  helping  engineer 
the  takeover  of  insurance  companies 
in  the  late  Sixties,  among  them  Re- 
liance   l>\    Leasco.   As  we  all   know. 


Leasco's  shareholders  came  out  bet- 
ter than  Reliance's  in  this  deal.  The 
question  is:  What  is  the  difference  be- 
tween selling  your  shares  at  a  Texas 
fair  and  through  a  Wall  Street  firm? 

Silence. 

Phofessoh;  The  silence  is  pregnant. 
Now,  let's  go  on.  How  did  Ling  put 
Omega-Alpha  together  so  fast?  Only  a 
short  time  ago  he  was  forced  out  of 
the  top  spot  at  L-T-V  and  even  had  to 
sell  his  palatial  Dallas  home. 

Student:  During  early  1971  Ling 
raised  $25  million,  mostly  cash,  from 
his  own  and  CRWL-Hayden,  Stone 
contacts.  Those  early  investors  got  $8 
million  in  debentures  and  7  million 
common  shares  at  prices  of  only  50 
cents  a  share  to  $3.25.  Ling  contribut- 


ARCHIMEDES,  DALLAS  STYLE 


'GIVE  ME  WHERE  TO  STAND,  AND   I 
LL  MOVE  THE    EARTH^ 
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ed  about  SI  million  and  got  4  million 
shares,  paying  29  cents  a  share.  Uni- 
versity Computing  Co.  exchanged 
two  small  companies  with  a  book 
value  of  $3  million  for  3  million  shares, 
SI  a  share. 

Ling  then  bought  Okonite,  one  of 
L-T-V's  companies,  for  $22  million 
cash  and  $18.5  million  in  notes.  Then, 
in  August,  the  early  investors  sold  the 
public  4.5  million  shares  for  $5.50  a 
share.  Omega-Alpha  now  has  14  mil- 
lion shares  outstanding,  a  consolidat- 
ed debt-equity  ratio  of  5  to  1  and  con- 
solidated sales  of  $248.2  million. 

Professor:  Oversimplified.  But  not 
bad.  Let's  recapitulate  the  arithme- 
tic. Ling  paid  29  cents  a  share.  UCC 
exchanged  assets  worth  $1  a  share. 
The  original  outside  investors  paid 
from  50  cents  to  $3.25  a  share.  The 
general  public  was  let  in  for  $5.50. 

Now,  students,  how  would  you  de- 
scribe this  kind  of  deal? 

Student:  I'd  call  it  a  screwing  for 
the  public.  First,  the  public  wasn't  ex- 
actly buying  earnings.  Pro  forma,  it 
reported  a  consolidated  net  loss  for 
1970  of  $2.6  million.  That's  a  nega- 
tive price/earnings  ratio. 

But  what  gets  me  mad  is  those  orig- 
inal investors.  They  haven't  even  held 
the  shares  they  bought— for  50  cents 
to  $3.50  a  share— 12  months  before 
they  start  bailing  out,  unloading  their 
stock  on  the  public  for  $5.50.  What  a 
way  to  make  a  quick  buck! 

Professor:  But  Omega -Alpha  is  a 
brand-new  company.  The  old  record  is 
meaningless.  And  early  investors  al- 
ways get  a  better  deal  than  the  public, 
nothing  exceptional  about  that. 

But,  let's  get  on  with  the  case. 
What  does  Ling  plan  to  do  with  his 
new  company? 

"A"  Student 

Student:  Well,  if  you  read  the  95- 
page  prospectus  [snickers,  mutterings 
of  'show-off'  and  'who  reads  that']  you 
see  he  plans  to  re-execute  his  famous 
Project  Bedeployment.  One  can  easily 
guess  how  he  will  do  it.  Before  plung- 
ing to  a  loss  in  1969  and  again  in 
1971,  Okonite's  wire  and  cable  divi- 
sion earned  some  $8  million  after 
taxes.  If  Ling  can  get  earnings  back 
up,  he  might  sell  80%  of  that  divi- 
sion's stock  to  the  public  at  a  13  mul- 
tiple. That  would  net  Omega-Alpha 
something  like  $83  million.  General 
Felt,  another  Okonite  subsidiary,  made 
$5.5  million  after  taxes  in  its  best  year, 
ff  Ling  can  get  back  to  that  level,  that 
should  command  a  multiple  of  at  least 
15  or  more— remember,  this  is  the 
home-furnishings  industry— and  could 
give  Omega-Alpha  another  $66  mil- 
lion in  cash  for  80%.  If  that  works,  he 
can  probably  sell  additional  shares 
in  Omega-Alpha  itself,  the  parent,  at 


Jim  Ling 

far  more  than  $5.50  a  share.  He  can 
also  mortgage  some  of  Okonite's  prop- 
erties to  raise  more  cash.  He  may  be 
able  to  raise  as  much  as  $200  million. 

Professor:  Good.  But  how  could 
Ling  buy  Okonite  for  only  $22  million 
cash,  if  he  is  going  to  make  it  into  a 
company  worth  maybe  $150  million  in 
the  stock  market  in  a  year  or  so? 

Eight  students  shout  to  be  heard. 
Cries  of  "fraud,"  "genius,"  "sharpie," 
"great  American,"  "cowboy." 

Professor:  Quiet  down.  Silence. 
Please.  Obviously,  there  are  several 
points  of  view  here.  Let's  hear  them. 
First,  you  in  the  back  row. 

Student:  Jim  Ling  is  faster  with 
his  pencil  than  any  of  those  gunfight- 
ers  were  with  their  .45s.  He  knew 
Okonite  was  taking  its  beating  in  1971 
and  couldn't  help  but  improve.  He's 
still  friends  with  those  L-T-V  execu- 
tives. Frankly,  /  think  L-T-V  manage- 
ment gave  him  one  hell  of  a  bargain. 
Look,  some  stockholders  sued  L-T-V  for 
selling  out  too  cheap.  Now,  with  al- 
most no  work,  he  can  make  its  earn- 
ings look  good  next  year.  The  public 
will  be  wowed  and  give  him  enough 
cash  to  do  the  same  with  another 
company.  Suckers. 

Professor:  One  opinion.  Okay,  you 
in  the  front  row. 

Student:  Ling  is  one  of  the  most 
brilliant,  refreshing  businessmen  on 
the  American  scene.  He  may  have 
bought  Okonite  for  a  good  price,  but 
he  gave  the  hard-pressed  L-T-V  $22 
million  in  cash.  Bemember,  too,  that 


the  Government  was  forcing  L-T-V  to 
get  rid  of  Okonite.  Investors  believe  in 
him  and  are  willing  to  put  their  mon- 
ey where  their  convictions  are.  And 
he, is  an  operating  man.  Look  at  how 
he  built  up  L-T-V  in  the  early  Sixties 
from  a  $100-million-a-year  company 
in  19.60  to  nearly  a  $468-million  com- 
pany in  1966,  with  few  acquisitions. 
He'll  take  Okonite,  shake  it  up,  and 
create  two  good  companies.  I'd  put 
my  money  into  a  Ling  project  before 
I'd  put  it  into  any  of  those  sleepy 
eastern  establishment  companies,  the 
so-called  blue  chips. 

Professor:  Okay,  we  have  two 
points  of  view  on  this.  That's  okay. 
It's  what  makes  stock  markets.  But  I 
think  we  can  summarize  the  situa- 
tion. Ling  needs  two  things.  First,  he 
must  turn  Okonite's  earnings  around. 
Second  and  more  important,  he  must 
hold  on  to  the  faith  of  investors.  After 
all,  the  public  wouldn't  buy  $25  mil- 
lion worth  of  stock  in  Omega-Alpha  on 
anything  other  than  faith. 

Let's  go  on,  though,  to  another 
question,  which  may  turn  out  to  be 
just  theoretical.  Assuming  that  Ling 
can  raise  his  $200  million  or  so,  what 
will  he  do  with  it?  Hasn't  the  Depart- 
ment of  Justice  put  an  end  to  the  age 
of  big  conglomeration  with  its  han- 
dling of  L-T-V's  acquisition  of  Jones 
&  Laughlin  and  its  pursuit  of  Harold 
Geneen  at  ITT? 

Student:  I  can  answer  that.  With 
$200  million  Ling  could  buy  some 
pretty  big  companies  quickly.  In  a 
story  in  Forbes  last  December  he  said 
—I'll  read  from  this  clipping:  "If  it 
were  really  offensive  to  the  Justice 
Department  to  be  big  and  be  in  ten 
different  areas  at  the  same  time  .  .  . 
what  I  would  do  is  to  sell  everything 
off— at  one  time  in  L-T-V  you  would 
have,  say,  $2  billion  in  value.  Then 
I'd  buy  a  nonconglomerate— I  can 
name  you  four  or  five  in  the  top  20— 
divide  it  into  ten  separate  units  and 
take  all  ten  companies  public. 

"I  could  own  U.S.  Steel  West,  East, 
North  and  South  and  make  five  or 
four  companies.  Or  A&P.  No  reason 
why  it  shouldn't  be  four  or  five  com- 
panies. .  .  .  You  can  be  too  big  to  be 
efficient  and  that's  the  concept  of 
Project  Bedeployment." 

Another  Student:  How  about 
Lockheed?  That  would  be  a  great 
takeover  candidate  for  Ling. 

A  number  of  students  pick  up  their 
papers  and  head  for  the  door. 

Professor:  Hey,  where  are  you 
guys  going? 

One  Student:  To  my  broker.  I'm 
buying  Omega-Alpha  stock. 

Another  Student:  I'm  going  to 
mine,  too.  But  I'm  selling  short. 

A  Third  Student:  I'm  quitting 
business  school  to  work  for  Ling.   ■ 
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Hurricane,  Blow! 


The  international  oils  these  days  are  dangerously  exposed. 


"Tiit  winds  of  chance  for  the  oil 
industry,"  wrote  oil  consultant  Walter 
J.  Le\y  a  while  back,  "have  now  risen 
to  hurricane  proportions."  And  how! 
Peru  seized  Jersey  Standard's  Inter- 
national Petroleum  affiliate  three  years 
ago  Algeria  nationalized  its  French 
petroleum  properties  last  spring.  Ven- 
ezuela has  already  enacted  legislation 
that  will  provide  effective  government 
control  of  its  oil  industry,  if  not  na- 
tionalization itself.  Libya  lias  been 
rough,  and  elsewhere  in  the  Arab 
world  anything  can  happen. 

Even   without    nationalization,   last 
spring's  m  is  with  the  Organi- 

zation of  Petroleum  Exporting  Coun- 
tries (OPEC)  ma  1c  it  abundantly 
clear  that  the  producing  countries  are 
determined  to  boost  their  take  of  oil 
revenues     and     to     push      tor     con- 


trol of  their  oil  production  as  well. 
In  the  circumstances,  a  substantial 
U.S.  reserve  position  now  looks  a  good 
deal  more  attractive  than  it  did  a  few 
years  ago  when  most  companies  were 
scrambling  to  establish  themselves 
abroad.  Indeed,  as  the  table  below 
makes  clear,  companies  with  their 
reserves  concentrated  in  the  Eastern 
Hemisphere  in  particular  look  dan- 
gerously vulnerable  these  days.  But 
geographic  generalizations  are  dif- 
ficult. Saudi  Arabia,  lor  instance,  may 
well  be  a  far  safer  place  for  invest- 
ment than  Venezuela.  In  several  in- 
stances, the  exposure  is  somewhat  less 
extreme  than  the  table  may  suggest. 
British  Petroleum  has,  after  all,  a  ma- 
jor stake  in  Sohio,  as  Getty  has  in 
Skelly  and  Continental  in  Canada's 
Hudson's    Bay    Oil   &   Gas,   while   the 


Boyal  Dutch/Shell  combine  controls 
Shell  Oil  in  the  U.S. 

Can  this  vital  industry  live  with 
expropriation  and  nationalization?  It 
will  have  to.  And  there  is  one  saving 
grace:  The  bulk  of  the  industry's  in- 
ternational investment  is  not  in  pro- 
duction, but  in  tankers,  refineries, 
service  stations. 

"At  one  time,"  one  oil  executive  says 
"you'd  make  most  of  your  money  on 
the  production  side  and  practically 
nothing  downstream.  If  production 
goes,  we'd  sure  have  an  incentive  to 
try  to  make  money  downstream."  It's 
true  that  the  underdeveloped  coun- 
tries have  the  oil,  but  the  U.S.  and 
the  developed  countries  have  some- 
thing, too.  They  have  the  markets 
without  which  the  oil  in  the  ground 
would  be  just  that— oil  in  the  ground." 


Company 

Estimated 
Crude  Reserves 
Total           USA. 
(Million  barrels) 

, Crude  Reserves  by  Re 

Percent  of  Totai 
South 
U.S.A.       Canada     America 

Latest 
12  Month 
Earnings 
Per  Share 

Recent 
Price 

Eastern           Safes 
Hemisphere  (Mi'fions) 

Net  Income 
(Millions) 

Return 

on 
Equity 

Standard  Oil  (N.J.) 

49.800 

8,000 

16.0% 

2.2% 

12.3% 

69.5% 

$16,554.2 

$1,309.5 

12.5% 

$6.51 

72V4 

Atlantic  Richfield 

6,770 

5,350 

79.0 

2.6 

70 

11.4 

2.738.5 

205.6 

7.5 

3.65 

71% 

Standard  Oil  (Ohio) 

5,330 

5,140 

964 

0.8 

0.2 

2.6 

1,374.4 

64.4 

6.5 

3.24f 

85>/2 

Standard  Oil  (Calif.) 

33.260 

3,500 

10.4 

0.9 

0.8 

87.9 

4,187.8 

454.8 

10.3 

5.78 

55% 

Texaco 

35.630 

3,250 

9.1 

1.9 

5.3 

83.7 

6,349.8 

822.0 

14.0 

3.24 

32% 

Mobil  Oil 

20,710 

2,650 

128 

29 

1.4 

82.9 

7,260.5 

482.7 

11.1 

5.06 

50'/2 

Standard  Oil  (Ind.) 

5,950 

2,350 

39.5 

6.4 

8.7 

45.4 

3,732.8 

314.0 

9.8 

4.82 

66 

Gulf  Oil 

33,675 

2,150 

6.4 

1.0 

4.1 

88.5 

5,396.2 

550.4 

10.9 

2.73 

28% 

Shell  Oil 

2,100 

2,100 

100.0 

0.0 

0.0 

0.0 

3,589.5 

237.2 

8.9 

3.20 

463/4 

Getty  Oil 

2,375' 

1,350 

56.8 

0.0 

0.0 

43.2 

1,221.2 

101.9 

8.3 

6.16 

86 

Phillips  Petroleum 

3,720 

1,340 

36.0 

0.0 

6.2 

57.8 

2,273.1 

117.2 

6.8 

1.60 

31% 

Marathon  Oil 

2,070 

1,140 

55.1 

1.4 

0.0 

43.5 

1,014.2 

84.6 

12.1 

2.95 

36% 

Sun  Oil 

1,675 

975 

58.2 

3.9 

18.5 

19.4 

1,941.9 

139.1 

8.3 

3.54 

54 

Union  Oil  California 

1,238 

933 

75.1 

12.0 

1.2 

11.7 

1,811.2 

114.5 

7.8 

3.31 

33% 

Amerada  Hess 

1,635 

890 

54.4 

5.8 

0.0 

398 

1,086.3 

114.0 

30.6 

4.20 

55y2 

Royal  Dutch  Petroleum 

16,230 

830 

5.4 

1.4 

12.3 

80.9 

10,797.4 

937.7 

11.2 

4.24 

39V2 

Continental  Oil 

2,160 

800 

37.0 

0.0 

0.0 

63.0 

2,711.8 

160.5 

10.9 

3.23 

31  Vz 

Cities  Service 

685 : 

630 

91.9 

6.6 

1.5 

0.0 

1,714.0 

118.6 

9.4 

4.05 

45 

Shell  T.  &  T. 

10,820 

585 

5.4 

1.4 

12.3 

80.9 

10,797.4 

937.7 

11.2 

2.86 

363/4 

Skelly  Oil 

480 

450 

93.7 

6.3 

0.0 

0.0 

480.9 

36.2 

7.3 

3.23 

49 

Kerr-McGee 

227 

210 

92.5 

1.8 

5.7 

0.0 

527.5 

35.9 

10.8 

1.69 

443/4 

Pennzoil  United 

121 

121 

100.0 

0.0 

0.0 

0.0 

739.0 

70.0 

16.6 

1.93 

26Y2 

American  Petrofina 

61 

60 

98.4 

0.0 

1.6 

0.0 

260.8 

22  1 

18.7 

1.88 

22 

Ashland  Oil 

123 

44 

35.8 

47.9 

16.3 

0.0 

1,407.2 

51.1 

12.7 

1.94 

22>/4 

Murphy  Oil 

229s 

42 

18.4 

10.0 

8.3 

63.3 

271.2 

9.3 

6.7 

2.16 

31  Vz 

Occidental  Petnleum 

2,245 

40 

1.8 

0.2 

0.0 

98.0 

2,239.9 

175.2 

23.7 

2.61 

16 

British  Petroleum 

58,285  s 

0 

0.0 

0.1 

0.0 

99.9 

4,062.0 

218.0 

7.1 

0.92 

14% 

'Excluded  from  reserve  tigjres 
Source:  John  S.  Heroids.  Inc., 

is  the  company's 
Forbes 

equity  in  the  reserves  of  other  companies.  tFully  diluted. 
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Cake  for  the  Masses 


A  growing  group  of  money  managers  think  they  can  compete  against  the 
mutual  funds  and  the  brokerage  houses  for  the  small  investor's  business. 


Investing  on  your  own  offers  the 
thrill  of  the  game:  if  you  do  well 
there's  a  sense  of  accomplishment,  of 
beating  the  odds.  But  the  modest  in- 
dividual investor  rarely  gets  first-class 
advice,  and  his  risks  are  large. 

Investing  through  a  mutual  fund 
is  less  exciting.  You  don't  feel  master 
of  your  own  destiny.  But  you  do  get 
diversification  and  professional  man- 
agement. Assuming  you  don't  hop  on- 
to a  go-go  fund  that  goes  the  wrong 
way,  the  risks  are  smaller. 

There  is  a  third  alternative  for  the 
small  investor,  the  $10,000-to- 
.$100,000  man.  It  is  relatively  new: 
the  minicounselor.  He  is  an  invest- 
ment counselor  who  specializes  in 
small  accounts,  not  big  ones.  He  is  a 
cross  between  a  mutual  fund  and  an 
ordinary  investment  counselor  who 
handles  $200,000-plus  accounts.  He 
is  somewhere  between  a  custom  tailor 
and  a  ready-to-wear  store. 

These  minicounselors  are  still  very 
small  on  the  investment  scene.  Many 
of  them  are  regional  firms.  While  mu- 
tual funds  currently  manage  $55  bil- 
lion and  range  as  large  as  Investors 
Mutual's  $2.8  billion,  the  oldest,  and 
probably  among  the  largest  mini- 
counselors,  La  Jolla,  Calif.'s  Mans- 
field Mills,  Boston's  Danforth  Associ- 
ates and  Spear  &  Staff  probably  each 
run  in  the  $30-million  to  $60-million- 
assets  range.  But  the  number  is  pro- 
liferating, and  the  business  as  now 
constituted  is  hardly  more  than  ten 
years  or  so  old. 

How  do  the  minicounselors  operate? 
Mansfield  Mills  is  fairly  typical.  The 
firm  does  not  hold  securities;  these 
remain  in  the  customer's  account  at 
whatever  broker  the  customer  choos- 
es. Mansfield  Mills  has  a  limited  pow- 
er of  attorney  and  instructs  the  broker 


to  buy  or  sell  stocks  for  the  account. 
The  client  gets  a  confirmation  in  ad- 
dition to  a  monthly  statement  from 
the  brokerage  firm. 

The  customer,  in  short,  still  has 
his  account,  but  he  is  paying  some- 
one to  make  his  decisions  for  him. 

Mansfield  Mills'  minimum  account 
is  $10,000,  which  is  not  much  more 
than  many  stockbrokers  demand  for 
new  accounts.  The  firm  rarely  gets 
new  accounts  of  more  than  $100,000, 
whereas  the  typical  investment  coun- 
selor insists  on  a  minimum  of  $200,000 
and  often  more. 

Mansfield  Mills  charges  2%  a  year 
on  the  first  $50,000  and  1%  over  that. 
Thus  on  a  $10,000  account,  the  an- 
nual fee  would  be  $200;  on  a  $75,000 
account,  it  would  come  to  $1,250.  On 
top  of  this,  of  course,  the  client  pays 
the  full  brokerage  fees  on  any  trans- 
actions that  are  made  in  his  account. 
This  type  of  fee  schedule  is  fairly  com- 
mon among  the  minicounselors. 

Priced  To  Compete 

On  a  $10,000  account,  the  man- 
agement fee  would  be  $200  a  year; 
a  mutual  fund  would  cost  about  $50 
a  year  in  management  fees  and  ex- 
penses. On  top  of  that,  though,  most 
mutual  funds  would  involve  a  sales 
commission  of  $800  or  so.  Thus  over 
a  five  year  period  the  minicounselor 
would  on  balance  be  slightly  less  ex- 
pensive than  most  mutual  funds.  But 
it  would  normally  be  more  expensive 
than  a  no-load  mutual  fund  (Forbes, 
Aug.  15). 

The  minicounselors  do  not  count 
mainly  on  salesmen.  For  leads  they 
rely  chiefly  on  newspaper  and  mag- 
azine advertisements,  which  they 
follow  up  with  direct  mail.  In  pitch- 
ing for  new  business   the  minicoun- 
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A  small  investor  fo  see  you,  sir 


selors   tend   to   stress   certain   claims: 

•  Unlike  stockbrokers  they  have 
no  interest  in  "churning"  accounts  to 
earn  brokerage  commissions. 

.  •  The  fee  is  tax  deductible. 

•  The  investment,  typically,  will 
be  spread  over  four  to  12  stocks  as 
compared  with  50  to  100  in  a  typical 
mutual  fund.  If  they  pick  wisely,  the 
minicounselors  claim,  they  can  thus 
achieve  superior  results.  (But  by  the 
same  token,  the  risk  is  greater  if 
they  goof. ) 

•  The  account  can,  to  a  degree, 
be  tailored  to  personal  needs.  Most 
minicounselors  offer  fairly  routine 
"growth"  type  accounts,  but  some  per- 
mit the  client  to  opt  for  income  or  for 
a  great  degree  of  speculation.  Individ- 
ual needs  and  wishes  can  thus  be  ac- 
commodated: Some  counselors  permit 
certain  stocks  to  be  barred  from  a 
portfolio:  defense,  say,  or  liquor  or 
tobacco  or  drugs. 

•  Individual  tax  status  can  be  ac- 
commodated. One  account  may  want 
profits  to  offset  outside  losses;  the 
minicounselor  can  take  profits  in  that 
account.  Another  account  may  wish  to 
avoid  tax  liability  that  year;  the  mini- 
counselor  will  let  the  profits  run. 

Skeptics  question  how  much  in- 
dividualization is  really  possible.  After 
all,  if  it  were  easy  to  make  money  on  a 
$10,000  account,  the  regular  coun- 
selors wouldn't  shun  them.  Most  mini- 
counselors  don't  encourage  visits  to  the 
office.  If  a  customer  becomes  a  nui- 
sance with  his  telephone  calls,  the 
minicounselor  will  carefully  check  the 
size— and  profitability— of  his  account. 
The  fact  is  that  most  minicounselors 
have  very  small  staffs.  Obviously  they 
cannot  easily  follow  a  large  number 
of  stocks.  Thus  there  is  an  inevitable 
uniformity  among  a  given  firm's  port- 
folio. You  might  call  it  off-the-rack 
tailoring  with  certain  individual 
alterations  permitted. 

This  question  of  standardization  is 
a  touchy  one  for  the  minicounselors. 
They  do  not  want  to  be  treated  as 
mutual  funds  by  the  Securities  &  Ex- 
change Commission.  That  would  force 
them  to  conform  to  the  much  more 
expensive  reporting  requirements  of 
the  Investment  Company  Act  of  1940. 
So  they  emphasize  the  individual  tai- 
loring touches  rather  than  the  basic 
standardization— even  though  the 
standardization  is  clearly  there. 

Indeed,  one  of  the  biggest  prob- 
lems of  the  investment  counseling 
business  is  that  the  only  requirement 
for  getting  into   it   is   being  able  to 
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read  and  write  well  enough  to  fill  out 
a  form  registering  with  the  SEC. 
There  are  no  exams,  and  no  experience 
is  required.  Only  a  criminal  record 
might  cause  the  SEC  to  turn  down 
an  application.  As  a  result,  there  are 
currently  no  fewer  than  3,538  reg- 
istered investment  counselors.  Some 
deal  with  big  money  and  some  with 
small.  The  number  constantly  changes 
as  new  people  get  into  the  business 
and  others  get  out. 

flow  good  is  their  research?  That's 
one  of  the  toughest  questions  to  an- 
swer about  any  kind  of  investment 
management.  Because  they  arc  small 
and  because  they  must  spend  so  much 
on  acquiring  accounts,  the  minicoun- 
selors  don't  have  much  money  to 
spend  on  research.  They  do  have  cer- 
tain options,  however.  Management 
Assets,  for  example,  puts  most  of  its 
accounts  with  Locb.  Rhoades  &  Co. 
This  generates  commission  business 
for  the  bin  investment  house  and  gains 
Management  Assets  access  to  Loeb 
Rhoades'  research.  Moreover,  by  fol- 
lowing a  tew  stocks  closely,  the  mini- 
counselor  probably  can  know  as  much 
about  each  company  as  am  outsider. 
On  the  other  hand,  he  lacks  the  huge 
amount  ot  brokerge  business  that 
most  mutual  funds  trade  for  invest- 
ment advice  and  tips. 

How  about  performance  among  the 
minicounselors?  It  is  here  that  the  pro- 
spective client  is  left  somewhat  in  the 
dark    He  has  little  to  go  on  but  vague 


Win  \  a  business  depends  as  much 

on  Faith  as  investing  does,  contacts 

and  friendship  count  tor  much  in 
winning  new  accounts.  The  mini- 
counselors  an'  somewhat  different. 
With  a  few  exceptions,  they  de- 
pend less  on  personal  contact  than 
on  merchandising  ability.  The  three 
best-known  firms— Mansfield  Mills, 
Danforth  and  Spear  &  Staff  (Staff 
stands  for  staff,  not  Mr.  Stall )  —all 
originated  in  the  stock-market-let- 
ter-publishimi  business.  For  many 
years  Mansfield  Mills  wrote  the 
Mansfield  Mills  Letter,  Dana  A. 
Danforth  the  Growth  Stock- 
Letter,  and  Roger  E.  Spear 
still  publishes  his  Spear  Mar- 
ket Letter.  Newer  minicoun- 
selors such  as  T.J.  Holt  and 
Wallace  Forbes  (a  former  ex- 
ecutive of  Forbes  magazine 
and  a  son  of  the  founder) 
also  were  involved  in  pub- 
lishing market  letters  before 
going  into  the  minicounseling 
business. 

Market     letter     publishing 
brings  to  the  business  a  fa- 


claims.  Unlike  mutual  funds,  they  do 
not  publish  audited  performance  fig- 
ures of  any  kind;  they  have  no  equiva- 
lent to  Forbes'  Annual  Fund  Ratings. 
And  in  any  event,  many  of  them  are 
so  new  that  they  have  not  had  time 
to  establish  meaningful  records. 

Even  long-standing  clients  have  on- 
ly the  most  general  idea  of  perfor- 
mance. There  is  no  unit  value  or  share 
price  they  can  use  to  compare  per- 
formance with  other  forms  of  invest- 
ment. Customers  have  only  the  month- 
ly brokerage  statement  and  semian- 
nual statements  from  their  investment 
counselor,  and  if  they  take  money 
out  or  put  money  in,  the  results  are 
ine\  itably  distorted. 

Riding  with  the  Waves 

Like  mutual  funds,  the  biggest 
variable  in  the  minicounselors'  growth 
is  the  market  itself.  A  rising  market 
brings  in  more  business.  A  falling  mar- 
ket means  clients  close  their  accounts. 
Vet  some  claim  that  growing  investor 
disenchantment  with  brokers  is  helping 
fuel  then  business  even  in  an  uncer- 
tain market.  "If  an  investor  goes  to  a 
broker,  his  aims  and  the  broker's  aims 
are  not  compatible  because  obviously 
the  broker  depends  upon  activity  in  the 
account,"  sav  s  Leonard  M.  Heine  Jr., 
president  ot  Management  Assets. 
"Since  we  receive  no  commission,  we 
can  be  entirely  objective." 

There  has  as  yet  been  no  real 
boom    for   the  minicounselors.   Yet  in 


The  M/n /counselors 


miliarity  with  advertising  (though 
it  is  heavily  restricted  by  the  SEC) 
and  minicounselors  depend  largely 
on  well-written  brochures  to  sell  ac- 
counts; their  accounts  are  too  small 
to  justify  individual  selling,  though 
some  brokers  are  now  recommend- 
ing investment  counselors— as  long 
as  the  brokers  continue  to  get  the 
commissions. 

Some  of  the  newer  investment 
counselors,  however,  are  coming 
from  the  brokerage  business.  Man- 
agement Assets  (New  York) 
sprang  from  Kahn,  Peck  &  Co.  In- 


Spear 


Miffs 


addition  to  such  newcomers  as  Los 
Angeles'  Blake,  Stephens,  &  Kittredge 
and  Cal-Lind  Securities,  a  good  many 
other  people  are  known  to  be  eyeing 
the  market.  The  appeal  is  obvious.  If 
the  minicounselors  could  chip  away 
even  10?  of  the  assets  that  are  now 
in  mutual  funds  or  dislodge  some  of 
the  money  small  investors  have 
squirreled  away  in  savings  accounts  or 
bonds,  it  would  put  a  good  many 
minicounselors  in  custom  shirts  and 
fine  wines. 

Will  minicounseling  ever  become 
really  big  business?  This  is  a  market- 
ing question  more  than  an  investment 
question.  For  their  basic  appeal  is 
psychological.  More  expensive  than 
no-load  mutual  funds,  lacking  a  big 
marketing  force,  and  with  less  mean- 
ingful performance  figures  to  offer, 
they  labor  under  considerable  disad- 
vantages. But  they  do  have  a  psycho- 
logical appeal.  Harry  P.  Staton  Jr.,  a 
vice  president  of  Spear  &  Staff,  sums  it 
up:  "The  client  still  has  his  own  ac- 
count in  his  own  name.  This  is  the 
psychological  appeal."  An  outside  ob- 
server puts  it  differently:  "Their  ap- 
peal rests  primarily  on  the  premise 
that  they  can  do  a  better  job  for  you 
than  you  or  your  broker  can  do.  But 
a  mutual  fund  can  make  that  claim 
too.  The  minicounselors'  only  real  sell- 
ing point  is  that  nice  warm  feeling 
that  comes  from  having  your  own  ac- 
count and  being,  at  least  a  little  bit, 
master  of  your  own  fate."  ■ 
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tervest  Management  (Los  Angeles) 
was  set  up  by  Dean  Witter  alum- 
ni. Another  group  eyeing  the  in- 
vestment counseling  field  are  firms 
that  are  trying  to  put  together  oil 
and  gas,  real  estate,  tax  and  invest- 
ment counseling  services  under 
one  roof. 

Basically,  the  argument  of  all 
the  minicounselors  is  the  same: 
Brokers  don't  do  as  good  a  job  man- 
aging an  account  as  a  professional 
investment  counselor  can  do.  Let 
us  pick  the  stocks,  while  the  bro- 
ker just  executes  the  order. 

To  be  sure,  a  really  skep- 
tical investor  might  pose  the 
question:  In  view  of  the  way 
that  brokerage  commissions 
on  small  transactions  have 
mounted  recently,  why 
should  I  have  to  pay  out  twice 
for  investment  guidance— 
once  to  a  broker,  who  should 
be  willing  to  give  me  advice 
in  return  for  my  commissions, 
and  then  again  to  an  invest- 
ment counselor?  And  he  might 
be  asking  a  good  question. 
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A  toms  and  Dollars 


Nuclear  power  could  be  a  tremendous  help  to  the  U.S.  balance  of  pay- 
ments. Question:  Is  the  Atomic  Energy  Commission  on  the  right  track? 


All  great  historic  movements  seem 
to  have  this  in  common:  Even  when 
they  are  clearly  under  way,  they  de- 
velop with  frustrating  slowness.  The 
flash  of  the  Hiroshima  homb  in  Au- 
gust 1945  ushered  in  the  Atomic  Age. 
Since  then,  the  universal  assumption 
lias  been  that  from  that  awful  destruc- 
tion would  grow  incalculable  peace- 
time benefits,  chief  among  them  be- 
ing virtually  unlimited  supplies  of 
energy.  Couple  that  with  nuclear- 
horn  insights  into  the  nature  of  mat- 
ter and  the  universe,  and  mankind 
seemed  indeed  to  have  outdone  an- 
cient Prometheus'  fabled  feat  of  steal- 
ing fire  from  the  gods. 

But  today,  over  a  quarter  of  a  cen- 
tury later,  the  wonders  so  vividly 
foretold  by  the  early  nuclear  prophets 
are  nowhere  to  be  seen.  No  ships  or 
trains  run  on  thimblefuls  of  nuclear 
power.  Our  road  transport,  neither 
nuclear  nor  even  electrically  powered, 
depends  to  an  increasing  and  even 
alarming  degree  on  imported  oil.  No 
more  than  a  tiny  fraction  of  our  elec- 
tricity is  nuclear-powered— and  that 
mainly  because  of  the  sharply  increas- 
ing cost  and  scarcity  of  the  conven- 
tional fossil  fuels,  oil,  gas  and  coal. 
Of  the  companies  that  pushed  so  con- 
fidently into  the  nuclear  field,  a  few 
are  beginning  to  book  their  first  prof- 
its after  years  of  losses.  But  most  are 
still  in  the  red,  and  none  expects  to 
see  big  payoffs  until  the  late  1970s. 

Was  it  all  a  snare  and  a  delusion? 
It  had  better  not  be.  Nuclear-gen- 
erated power  is  vital  to  everything  in 
today's  headlines:  the  future  of  U.S. 
economic  power;  the  balance  of  pay- 
ments; the  very  standard  of  living  of 
the  American  people. 

1 )  Nuclear  power  otters  the  best 
single  hope  for  reversing— or  at  least 
slowing— the  need  for  imported  oil,  a 
trend  that  hurts  both  the  balance  of 
payments  and  the  U.S.  political  pos- 
ture abroad. 

2)  It  offers  the  best  hope  for  hold- 
ing down  energy  costs  for  U.S.  indus- 
try and  for  the  U.S.  standard  of  liv- 
ing. Unless  the  rise  in  these  costs  can 
be  checked  (Forbes,  Aug.  I),  U.S. 
exports  will  suffer  and  so  will  the 
cos!  of  living  at  home. 

rhe  Sunday  supplement  predic- 
tions of  an  atomic  economy  within  25 
years  of  World  War  II  have  been  dis- 
ced, as  such  predictions  usual- 
ly are.  But  a  good  deal  of  progress 
has  been  made.  And  is  being  made. 

Is   it   enough?  And  is  the  progress 


going      in       the       right       direction? 

On  the  one  hand,  nuclear  technol- 
ogy had  advanced  to  the  point  where 
the  decades-long  dream  of  a  breeder 
reactor— one  that,  in  the  process  of 
producing  power,  creates  almost  as 
much  fuel  as  it  consumes— seems  to 
be  a  practical  prospect  by  the  mid- 
1980s  or  surely  by  1991.  Every  great 
industrial  nation  is  pursuing  the  same 
goal,  but  by  a  wide  variety  of  tech- 
nological paths.  Those  that  choose 
what  proves  to  be  the  wrong  path  will 
assume  a  heavy  burden  of  extra  cost 
and  frustration. 

At  the  same  time  that  this  oppor- 
tunity beckons,  there  has  also  ap- 
peared a  rising  current  of  hostility 
toward  nuclear  installations  as  toward 
all  industry  and  technology.  In  the 
case  of  nuclear  power,  this  has  taken 
the  form  of  ultrastringent  safety  and 


THE  NUCLEAR  SHARE 

Today,  nuclear  power  is  only  a  tiny 
share  of  the  total  electric  energy 
generated.  But  by  1985,  when  the 
first  breeder  reactors  starts  up,  the 
wave  of  the  future  will  clearly  be 
nuclear. 
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environmental  demands.  Thus  the 
irony  that,  just  as  prospects  for  nu- 
clear power  seem  brightest,  the  op- 
position to  them  lias  reached  a  peak. 

The  Atomic  Age  began  when  the 
scientists,  led  by  Albert  Einstein, 
called  the  Government's  attention  to 
the  fact  that  recent  scientific  dis- 
coveries suggested   the  possibility  of 


creating,  by  nuclear  fission,  a  bomb 
of  incredible  explosive  power.  There- 
after, under  the  pressure  of  war  and 
-shielded  by  a  total  security  blanket, 
the  thrust  was  to  create  a  military 
weapon  in  the  shortest  possible  time. 
There  was  no  regard  whatever  for 
economic  considerations. 

In  a  sense,  the  Atomic  Energy 
Commission  has  never  outgrown 
those  origins.  In  the  last  three  dec- 
ades it  has  spent  $50  billion  with 
less  public  knowledge  or  scrutiny  of 
its  activities  than  any  other  U.S.  Gov- 
ernment agency,  excepting  the  far 
less  lavish  Central  Intelligence  Agen- 
cy. Operating  in  secrecy,  it  could 
fend  off  the  occasional  critics  of  its 
nuclear  power  programs  by  referring 
cryptically  to  its  military  and  national 
policy  responsibilities.  It  has  de- 
veloped a  dedicated  group  of  sup- 
porters, lobbyists  and  vested  interests 
both  within  and  without  the  AEC, 
who  yield  little  to  the  infamous  High- 
way Lobby  in  their  stubborn  convic- 
tion that  theirs  is  the  only  right  way. 

Take  Chet  Holifield,  a  Democratic 
Congressman  from  a  Los  Angeles  sub- 
urban district,  who  more  than  any 
other  man  has  been  responsible  for 
that  $50  billion  in  AEC  appropria- 
tions. Holifield  came  to  Congress  in 
1943,  and  in  1945  served  on  the 
House  Military  Affairs  Committee 
that  oversaw  the  dropping  of  the  first 
atomic  bomb.  In  1946  atomic  energy 
got  its  own  committee,  the  Joint  Com- 
mittee on  Atomic  Energy,  a  blending 
of  the  old  Senate  Special  Committee 
on  Atomic  Energy  and  interested! 
members  of  the  House  Military  Af- 
fairs Committee— including  Holifield. 

The  JCAE  is  the  only  joint  com- 
mittee of  Congress  that  can  originate 
its  own  legislation.  This  is  one  indica- 
tion of  the  special  place  the  new 
atomic  technology  enjoyed  in  the 
minds  of  men  in  government.  Another 
even  more  striking  indicator  is  that  in 
all  the  years  from  1946  until  the  pres- 
ent, AEC  appropriations  bills  passed 
through  Congress  without  a  ripple  of 
opposition.  Again,  the  Highway  Lob- 
by and  the  Highway  Trust  Funds 
come  to  mind:  seemingly  above  pol- 
itics, economy  drives,  even  judgment 
by  ordinary  men. 

The  suspicion  of  outsiders  most 
definitely  applies  to  big  business; 
Holifield  shows  a  deep  streak  ol  tin 
old  Populist  tradition.  "Who  has  de- 
veloped anything  in  this  country?"  hi' 
asks.    "Industry    has    developed    sh-t. 
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The  Fast-Breeder  nuclear 
reactor  of  the  1980s  is  ex- 
pected to  look  like  this  mock 
core  being  developed  at  the 
Atomic  Energy  Commission's 
Hanford  Laboratory  in  Rich- 
land, Wash.,  which  is  oper- 
ated for  the  AEC  by  West- 
inghouse's  nuclear  subsidiary. 


The  railroads  were  given  land,  the 
Wright  brothers  got  help.  Airlines  got 
airmail  contracts  and  the  Navy  built 
up  shipbuilding.  And  the  airplanes! 
All  these  things  were  developed  with 
government  funds  and  then  handed 
over.  I  had  a  men's  wear  business;  I 
know  the  difference  between  the  small 
businessman  having  to  hit  it  and  being 
subsidized  like  big  businesses  are." 

Holifield  performed  a  last  major 
service  to  the  atomic  cause,  before 
stepping  down  from  the  JCAE  this 
year  to  become  chairman  of  the 
House  Government  Operations  Com- 
mittee. He  says  that  he  persuaded 
one  of  his  Former  colleagues  in  the 
House,  Richard  \1.  Nixon,  of  the  ur- 
gent need  for  a  breeder  reactor  pro- 
gram. As  Holifield  tells  it,  on  a  flight 
to  California  this  spring  he  told  Pres- 
ident Nixon  that  President  Kennedy 
put  a  man  on  the  moon  for  $50  bil- 
lion, but  that  Nixon  could  provide  the 
U.S.  with  an  inexhaustible  source  of 
energy  for  $3  billion.  The  President's 
Energy  Message  in  June  indeed  com- 
mitted the  U.S.  to  develop  a  breeder 
reactor;  and  while  it  also  made  a 
strong  plea  for  establishing  a  new 
Department   ol   Natural  Resources,  it 

noted  that  "the  Atomic  Energy  Com- 
mission would  still  remain  intact." 

Holifield  is  not  alone  among  the 
dedicated  proponents  of  the  atomic 
cause  in  his  suspicion  of  industry  and 
his  belittling  of  the  part  it  can  play  in 
the  development  of  atomic  power. 
Take  the  new  chairman  ol  the  AEC, 
James  R.  Schlesinger,  himsell  a  Har- 
vard-educated doctor  ol  economics 
who  won  notice  in  government  as  as- 
sistant director  ol  the  Office  of  Man- 
agement &  budget.  "Industry  is  en- 
gaged in  turning  oul  plants  and  prod- 
ucts;* he  says.  "It  is  not  built  into  the 
mechanism  ol  prices  and  costs  to 
worry  much  about  quality  controls  or 
assurances,  about  safety  and  the  rest. 
The  rule  of  caveat  emptor  is  not  go- 
ing to  be  satisfactory  in  this  field."  In 
such  a  complicated  area,  Papa  AEC 
is  to  be  trusted  in  preference  to  any 
mere  businessman.  Such  is  the  AEC's 
inbred  scorn  of  outsiders. 

Or  take  the  AEC's  single  most  im- 
portant emplovec  in  the  nuclear  pow- 
er field.  Milton  Shaw,  49,  is  the  AEC's 
director  of  reactor  development  and 
thus  in  charge  of  the  breeder  reactor 
program.  His  background  includes 
working  in  the  1950s  under  Admiral 
Hyman  Riekover  on  the  Navy's  nu- 
clear submarine  program,  the  real 
base  on  which  the  present  nuclear  in- 
dustry rests.  Characteristically,  Shaw 
brought  from  that  experience  with 
Riekover  a  kind  of  mystique  about 
how  work  in  this  sensitive  field  must 
be  done— and  a  scorn  for  the  difficul- 
ties and  losses  that  the  manufacturers 


suffered    in     translating     the     Navy's 
practices  into  commercial  production. 

"The  manufacturers  lost  their  pants 
with  people  cutting  corners,"  he  says. 
"Economic  interests  can  assist  in  doing 
better  development,  but  there  must 
be  resistance  to  concessions.  I  know 
what  makes  this  kind  of  thing  go.  It 
worked  so  well  in  the  Navy,  but  in 
the  Navy  we  expanded  slowly.  We 
still  have  only  four  plants  [producing 
nuclear  submarines],  but  in  the  utility 
industry  we  have  73." 

Money  Talks 

The  message  from  the  AEC  thus 
seems  clear:  We  in  our  wisdom  will 
decide  the  pace  and  the  direction 
of  nuclear  power  development.  But 
economics  has  a  way  of  frustrating 
this  kind  of  paternalism.  It  was  eco- 
nomics in  good  part  that  disrupted 
the  first  phase  of  the  nuclear  boom. 

By  the  end  of  1963  the  utilities 
had  contracted  to  buy  just  four  nu- 
clear plants.  The  following  year  the 
coal  companies  and  their  railroad  al- 
lies cut  prices  and  came  up  with  such 
innovations  as  unit  trains  to  make 
their  fuel  more  attractive— and  suc- 
ceeded so  well  that  no  nuclear  plants 
at  all  were  sold  in  1964.  As  a  result, 
in  1964  General  Electric  and  then 
Westinghouse  offered  fully  construct- 
ed plants  on  a  turnkey  basis  in  order 
to  get  their  nuclear  businesses  off 
the  ground.  The  utilities  responded 
with  seven  orders  in  1965  and  20  in 
1966.  CE  and  Westinghouse  called  a 
halt  to  the  turnkey  jobs  after  selling 
IS,  on  which  they  lost  their  shirts. 
Babcock  &  Wilcox  and  Combustion 
Engineering  got  into  the  business  in 
1966  by  selling  competitively  priced 
nuclear  reactors,  and  both  are  still 
swallowing  red  ink. 

At  any  rate,  economics  now  appears 
to  be  forcing  the  pace  again.  Coal- 
using  utilities  report  a  doubling  of 
their  fuel  costs  in  the  last  year,  while 
southeastern  utilities  using  natural  gas 
now  realize  that  they  cannot  count  on 
gas  supplies  over  a  power  plant's  life. 
Last  year  the  Tennessee  Valley  Au- 
thority ordered  four  nuclear  plants, 
reporting  that  nuclear  fuel  could  de- 
liver power  at  half  the  cost  of  coal, 
even  in  the  TVA's  coal-rich  territory. 
Nuclear  plant  orders  this  year  have 
reached  44. 

What  this  would  mean  for  U.S.  re- 
actor manufacturers  is  clear.  GE  and 
Westinghouse  with  about  40%  each  of 
the  total  market,  Babcoek  &  Wilcox 
and  Combustion  Engineering  with 
about  10%  each,  can  look  forward  to 
at  least  a  decade  of  prosperity.  This 
is  what  lured  Gulf  Oil  into  the  reactor 
business  in  1967  by  buying  General 
Dynamics'  atomic  division.  Gulf  Gen- 
eral Atomic  has  just  sold  its  first  reac- 
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tor,  an  advanced  type  that  uses  less 
fuel  and  discharges  less  heat,  to  Phil- 
adelphia Electric. 

The  reactor  makers  are  also  push- 
ing hard  into  the  nuclear  fuel  busi- 
ness, for  the  simple  reason  that  the 
big  money  in  nuclear  energy  could 
well  be  made  there.  Today's  nuclear 
reactors  use  a  manufactured  fuel  core 
that  costs  $30  million  to  $40  million 
and  is  replaced  every  three  years. 
One-third  of  the  cost  goes  for  raw  ma- 
terial, another  third  for  enrichment  by 
the  AEC  and  the  final  third  for  fab- 
rication and  delivery.  A  reactor  maker 
like  GE  now  engages  in  the  final  third 
of  this  process;  the  coming  of  the 
breeder  reactor  would  swell  this  last 
third  to  over  95%  of  the  fuel  cycle. 

Even  before  then,  however,  the  re- 
actor makers  might  be  able  to  go  into 
the  enrichment  business,  now  done  in 
the  U.S.  only  by  the  AEC.  The  Eu- 
ropeans are  now  experimenting  with 
the  enrichment  of  uranium  by  cen- 
trifugal technology— potentially  much 
cheaper  than  the  Oak  Ridge  method 
but  up  to  now  banned  in  the  U.S. 
because  it  might  provide  small,  even 
backward  countries  with  a  cheap  way 
to  produce  atomic  bombs.  But  if,  as 
expected,  the  AEC  releases  informa- 
tion and  permits  experimentation  on 
the  centrifuge  method  in  the  1970s, 
by  1980  the  enrichment  market  could 
be  over  $1  billion  a  year. 

Today  the  nuclear  fuel  market  is 
crowded  with  ten  companies  vying 
for  less  than  $70  million  in  annu.il 
revenues.  But  as  new  plants  are  built 
.mil  old  ones  start  reloading  fuel,  the 
market  will  swell— and  proliferate  into 
such  variants  as  the  leasing  of  cores 
tilities.  That  demands  a  great 
dial  of  supplier  capital— one  reason 
United  Nuclear  recently  went  into  a 


joint  nuclear  fuel  venture  with  Gulf 
Oil,  and  why  Standard  Oil  (N.J.) 
set  up  Jersey  Nuclear  in  1969. 

Next  Step 

While  private  enterprise  concen- 
trates on  the  existing— and  growing- 
market,  the  AEC  is  concentrating  on 
the  next  step.  Again,  in  its  wisdom,  it 
has  decided  what  that  next  step  will 
be:  a  breeder  reactor. 

One  of  the  advantages  of  nuclear 
energy  is  that  it  does  not  require  vast 
amounts  of  fuel.  The  c//sadvantage  is 
that  the  present  water-cooled  reactors 
use  it  very  inefficiently.  The  AEC  sub- 
sidizes the  fuel  and  subsidizes  it  heav- 
ily. The  uranium-235  needed  to  en- 
rich the  reactor  fuel  can  be  produced 
legally  only  by  the  AEC's  at  huge  gas- 
eous diffusion  plants  at  Oak  Ridge, 
Tenn.  and  Portsmouth,  Ohio.  These 
plants  cost  over  $800  million  each  and 
are  located  in  the  coal  fields  because 
of  the  huge  amounts  of  electricity 
their  process  requires.  They  were  built 
to  make  U-235  for  atomic  bombs, 
which  consist  of  100'!  U-235,  vs. 
the  2.5%  used  in  civilian  reactors.  It 
is  inconceivable  that  any  private  busi- 
ness would  build  such  a  plant  in  or- 
der to  sell  enriched  uranium  at  $26  a 
pound,  as  the  AEC  was  doing  until 
the  rising  cost  of  the  TVA's  coal-pro- 
duced electricity  forced  a  10%  price 
increase.  Even  with  the  increase,  the 
fuel  is  sold  at  a  huge  loss  by  the  AEC. 

The  promise  of  the  breeder  reactor 
is  the  virtually  permanent  solution  of 
the  fuel  problem.  The  only  "useful" 
portion  of  the  nuclear  fuel  actually 
employed  in  present-day  reactors  is 
about  2.5%;  the  other  97.5%  is  in  ef- 
fect not  used  at  all.  By  contrast,  the 
breeder  reactor  uses  all  the  fuel. 

To  be  sure,  the  breeder  reactor  does 


not  constitute  perpetual  motion.  The 
very  principle  of  atomic  energy  is, 
after  all,  the  conversion  of  matter  into 
energy,  so  that  in  the  course  of  nu- 
clear generation  some  small  part  of 
the  fuel  is  literally  consumed.  But  by 
comparison  with  current  reactors,  the 
breeder  reactor  will  increase  the  utili- 
zation of  a  unit  of  nuclear  fuel  by 
some  70  times,  in  effect  lengthening 
the  availability  of  our  present  reserves 
of  uranium  to  perhaps  1,000  years. 

A  successful  breeder  reactor  would 
thus  break  the  dependence  ol  the 
world  on  wrenching  coal  and  oil  from 
the  earth  to  ensure  a  growing  supply 
of  electricity.  Ecology  would  benefit. 
The  world's  increasingly  hard-to-get  - 
at  fossil  fuels  could  be  saved  for  other 
uses,  transportation,  chemicals,  even, 
perhaps  one  day,  food. 

It  is  this  vision  of  nuclear  power's 
potential  that  has  dominated  the 
long-range  energy  policies  of  the  U.S. 
and  every  other  industrial  nation  ever 
since  the  end  of  World  War  II,  and 
that  led  President  Nixon  to  commit 
the  Administration  to  the  $3-billion 
breeder  reactor  program. 

It's  an  alluring  vision,  but  here's 
the  rub:  In  its  all-out  commitment  to 
develop  a  breeder  reactor,  the  U.S. 
has  shortchanged  the  search  for  al- 
ternative sources  of  power.  Among 
those  who  worry  is  David  Freeman, 
who  has  just  left  his  post  as  director 
of  energy  policy  in  the  President's 
Office  of  Science  &  Technology  to  de- 
sign a  course  on  energy  policy  at  the 
University  of  Pittsburgh.  Putting  the 
best  possible  political  lace  on  the 
situation.  Freeman  says:  "We've  got 
problems  with  our  energy  resources; 
and  it's  not  any  one  person's  fault,  not 
the  AEC's  fault,  for  example.  It  rep- 
resents its  side  well.  It's  just  that  the 
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Subscribe  now  and  get  this  valuable  tape  cassette  free. 


Foriune's  new  Executive  Voice  tape 
cassettes  bring  you  information  every 
month  that  can  help  you  do  a  better  job, 
run  a  better  business,  build  a  better 
career. 

We  seek  out  the  most  brilliant  minds 
in  business.  Our  reporters  fire  questions 
at  them,  dig  out  the  kind  of  information 
you  need  to  know . . .  not  the  carefully  ed- 
ited statements  you're  accustomed  to  see- 
ing in  print,  but  the  gut-felt  facts  and 
feelings  you  get  only  in  private  conver- 
sation. 

We  record  these  conversations  on  tape. 
Once  a  month,  we  send  you  a  60-minute 
tape  cassette  you  can  listen  to  in  your 
car,  your  train,  your  home  — anywhere. 

If  you  don't  own  a  tape  cassette  player, 
we'll  sell  you  one  at  our  cost.  It's  a  great 
value,  and  you  can  use  it  for  dozens  of 
other  purposes. 

Your  first  tape  free. 

To  introduce  you  to  The  Executive 
Voice,  we've  collected  some  of  the  most 
fascinating  highlights  from  recent  issues 
and  put  them  on  a  one-hour  cassette 
called  Special  Edition— 1971 .  You  get  this 
cassette  free  when  you  subscribe  to  The 
Executive  Voice.  You'll  hear: 

•  Jack  Vollbrecht,  president  of  Aerojet- 
General  Corp.,  explaining  why  he  threw 
out  his  computers.  ( "Management  con- 
trol information  can  be  dealt  with  faster 
without  a  computer.  We  reduced  over- 
head about  25%  and  our  people  are  do- 
ing a  better  job.") 

•  George  Weissman,  president  of  Philip 
Morris,  on  diversification  and  acquisi- 
tions. ("The  most  important  thing  we've 
learned  is  that  when  the  corporate  plan- 
ning and  financial  people  say  this  is  a 
g'reat  move,  we  then  call  in  our  operating 
people  and  ask  how  it's  going  to  work.") 

•  Franz  Pick,  international  monetary  ex- 
pert, on  inflation.  ("There  has  not  been 
a  case  in  the  past  50  years  in  which  a 
government  bond  anywhere  was  repaid 
to  the  sucker  who  bought  it  in  the  pur- 
chasing power  with  which  he  acquired  it.") 

•  A  report  on  executive  unemployment 
with  experts  James  Skidmore  and  Thomas 
Hubbard.  ("Chronic  unemployment 
among  a  large  group  of  dislocated  ex- 
ecutives is  now  averaging  six  months.") 

•  An  intriguing  analysis  of  the  three-day 
work  week  by  Dr.  Millard  Faught.  And 
a  report  on  the  four-day  week  from  ex- 
ecutives of  Kyanize  Paints,  which  tried 
it,  and  Douglas  Fraser  of  the  UAW. 
("Based  upon  all  the  experience  with  the 
four-day  week,  ten-hour  day,  it's  sharply 
reduced  absenteeism  and  turnover.") 


•  In  addition,  you'll  hear  Harry  Cohn  of 
Levi  Strauss  &  Company  discussing  his 
company's  uniquely  successful  product 
manager  system. 

You  get  all  this  on  Special  Edition— 
1971.  It's  free  with  your  subscription. 
And  it's  typical  of  what  you'll  be  hearing 
on  The  Executive  Voice. 

The  Executive  Voice  gathers  informa- 
tion you  can  apply  with  profit  to  your 
own  business,  your  own  career.  Case 
studies  of  business  success  and  failure. 
Advice  on  management  techniques,  plan- 
ning for  the  future,  marketing  yourself. 
Analysis  of  economic,  social,  techno- 
logical trends.    Provocative   new  ideas. 

Everything  you  hear  on  The  Executive 
Voice  is  recorded  and  edited  on  an  up-to- 
the-minute  basis  by  Time-Life  Audio's 
own  staff  of  experienced  reporters.  They 
benefit  from  Fortune's  editorial  guidance, 
but  do  not  repeat  Fortune's  contents. 

Learn  from  their  experience. 

The  people  we  interview  are  corporate 
executives,  entrepreneurs,  government 
officials,  consultants,  economists,  social 
scientists— many  of  the  most  creative 
thinkers  around.  Often  they've  faced  the 
same  problems  you're  facing.  Their  ideas, 
their  accumulated  experience,  can  help 
make  you  a  better  businessman. 

Besides  the  names  already  mentioned, 
recent  issues  of  The  Executive  Voice  have 
featured  people  like  Najeeb  Halaby, 
Daniel  P  Moynihan,  Herman  Kahn,  Rep. 
Wright  Patman,  Robert  Townsend,  Wil- 
liam Lear,  Roy  Ash,  Eliot  Janeway. 

Listening  to  experts  like  these  on  The 
Executive  Voice  is  almost  like  going  back 
to  business  school.  But  it  takes  less  time, 
costs  less,  and  won't  put  you  to  sleep. 
What's  more,  it's  a  profitable  way  to  use 
•your  own  downtime.  You  can't  read  while 
you're  driving— but  you  can  listen  to  The 
Executive  Voice. 

The  cost  of  an  annual  subscription  (12 
issues)  is  $80.  You'll  receive  Special  Edi- 
tion—1971  as  an  additional  bonus  at  no 
additional  cost.  During  the  year  you  will 
hear  some  70  to  90  leading  thinkers  in 


and  out  of  the  business  world ...  1 2  hours 
of  personal  briefing  you  can't  get  any- 
where else.  You'll  pick  up  ideas  and  in- 
formation that  should  repay  the  cost 
many  times  over. 

If  you  find  this  isn't  happening,  you 
can  cancel  your  subscription  at  any  time 
and  receive  a  pro-rata  refund. 

A  cassette  player  if  you  need  one. 

If  you  don't  already  own  a  cassette 
tape  recorder,  The  Executive  Voice  offers 
a  well-designed  unit  at  a  favorable  price. 
The  Soundesign  recorder  is  lightweight 
and  compact  so  it's  easy  to  use  in  home, 
office  or  while  traveling. 

Accessories  include  a  handsome  carry- 
ing case,  remote  control  microphone  and 
stand,  a  patch  cord  to  record  radio  or 
TV  programs,  five  "C"  cell  extra-power 
batteries,  and  an  earphone  that  assures 
privacy  for  you  and  quiet  for  others. 

When  you're  not  listening  to  The  Ex- 
ecutive Voice,  you  can  use  your  Sounde- 
sign recorder  to  dictate,  make  notes, 
record  meetings. 

Of  course,  you  can  subscribe  to  The 
Executive  Voice  without  ordering  the 
recorder.  The  choice  is  yours. 

□  Please  send  my  free  bonus  tape, 
Special  Edition— 1971,  enroll  me  as 
a  subscriber  to  The  Executive  Voice, 
and  bill  me  for  a  one-year  (12  issues) 
subscription  at  $80  plus  applicable 
local  taxes.  I  may  cancel  at  any 
time  and  receive  a  pro-rata  refund— 
and  keep  the  bonus  tape. 

□  In  addition  to  the  subscription,  I 
would  also  like  to  order  the 
Soundesign  Cassette  Recorder/ 
Player,  for  $29.95  plus  shipping  and 
handling.  I  understand  that  I  may 
not  return  the  recorder/ player  for 
a  refund,  but  there  is  a  one-year 
service  guarantee.  My  total  price 
for  a  subscription  and  recorder/ 
player  will  be  $109.95  plus  shipping 
and  handling  on  the  recorder.  Ap- 
plicable local  taxes  additional. 

□  I  would  like  to  pay  in  three  con- 
venient monthly  installments  at  no 
extra  charge. 
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Water  heated  by  the  re- 
actor at  Consolidated  Edi- 
son's Indian  Point  plant  runs 
through  these  tubes,  turning 
surrounding  water  into  steam. 


other  alternatives  don't  have  spokes- 
men that  are  up  to  snuff."  The  AEC's 
Shaw  is  more  partisan:  "Let  me  ask 
you,  who's  been  fighting  for  coal  gas- 
ification the  way  I've  been  fighting 
for  the  breeder  reactor?" 

It  gets  back  to  the  same  thing:  A 
major  reason  for  the  lack  of  effective 
spokesmen  for  coal  gasification  is  the 
lack  of  serious  budgets.  The  same 
Energy  Message  that  committed  $3 
billion  for  the  breeder  reactor  prom- 
ised just  $10  million  for  a  coal  gas- 
ification pilot  project.  In  fact,  for  ten 
years  during  the  1950s  and  early 
1960s,  the  U.S.  suspended  its  coal 
gasification  research  entirely.  Says  one 
scientist  who  has  followed  the  subject 
over  the  years,  "Basically,  the  kind  of 
money    that    the   Office   of   Coal    Re- 


search has  had  to  play  with  simply 
has  not  brought  out  any  kind  of  tal- 
ent. It  takes  money  to  bring  out  tal- 
ent—or even  bring  out  ideas." 

Concentration  on  the  breeder  re- 
actor may  also  have  resulted  in  skimp- 
ing research  in  two  other  nuclear 
areas,  the  first  being  the  gas-cooled 
reactor.  Says  nuclear  consultant  John 
E.  Gray,  who  ran  the  Savannah  River 
H-bomb  plant  and  was  project  man- 
ager for  the  first  major  nuclear  power 
station:  "I've  told  them  [the  AEC] 
repeatedly  that  gas-cooled  reactors 
were  the  logical  second  stage  after 
the  boiling-water  plants.  The  breeder 
is  fine  and  the  coming  thing  in  the 
Nineties,  but  we  can  build  gas-cooled 
plants  now  to  fill  a  lot  of  power  needs. 
Yet  the  AEC  is  so  wedded  to  the 
breeder  it  can't  see  anything  else." 

The  second  possibly  skimped  area 
is  nuclear  fusion.  In  nuclear  fusion, 
certain  hydrogen  atoms  are  made  to 
combine  in  a  reaction  that  resembles 
that  occurring  on  the  surface  of  the 
sun.  This  reaction  is  employed  on  a 
large  scale  in  the  hydrogen  bomb. 
Making  it  occur  on  a  small,  and  there- 
fore safe  and  manageable,  scale  for 
the  release  of  useful  energy  presents 
massive  technical  difficulties.  But  solv- 
ing them  would  be  enormously  valu- 
able for  two  reasons.  First,  fusion  is 
inherently  safer,  lacking  the  poison- 
ous radioactive  wastes  formed  in  the 
course  of  atomic  fission.  And  second, 
seawater  contains  enough  of  the 
special  type  of  hydrogen  to  provide 
what  is  in  effect  a  limitless  fuel  sup- 
ply. The  AEC  is  funding  fusion  re- 
search at  only  $28  million  this  fiscal 
year,  justifying  the  small  amount  by 
its  estimate  that  it  will  take  until  the 
year  2020  before  fusion  can  become 
an  energy  producer.  But  even  AEC 
scientists  working  on  the  program 
think  fusion's  introduction  might  be 
greatly  speeded  by  more  money. 

The  great  nuclear  physicist  Dr.  Ed- 
ward Teller,  developer  of  the  hydro- 
gen bomb,  is  very  unhappy  about  the 
AEC's  concentration  on  one  type  of 
breeder  reactor,  the  so-called  "liquid 
metal  fast-breeder  reactor."  This  uses 
liquid  sodium  metal,  which  is  highly 
reactive  in  either  air  or  water,  as  the 
medium  for  carrying  off  the  heat  of 
the  nuclear  reaction.  By  contrast,  cur- 
rent nuclear  reactors  use  water  for 
the  same  purpose. 

"I  do  have  reservations  about  it 
[the  liquid  metal  breeder],"  Teller 
told  Forbes  from  Berkeley,  where  he 
is  based  as  a  physics  professor  for  the 
entire  University  of  California  complex 
of  campuses.  "It  is  by  far  the  oldest 
program,  and  in  a  quarter  of  a  cen- 
tury it  has  not  made  as  much  prog- 
ress as  most  people  hoped.  Nor  is 
what  is  still  to  be  done  very  easv  or 


cheap.  It  is  the  capital  investment  that 
is  most  uncertain." 

Last  but  by  no  means  least  of  the 
problems  facing  nuclear  development 
is  the  ecological  problem— compound- 
ed by  the  simple  fact  that  a  good 
many  people  just  do  not  feel  com- 
fortable with  a  nuclear  power  plant 
sitting  in  their  neighborhood.  Last 
July,  for  example,  the  U.S.  Circuit 
Court  of  Appeals  for  Washington, 
D'.C.  ruled  that  the  AEC  had  ignored 
the  Environmental  Protection  Act  in 
licensing  a  nuclear  plant  at  Calvert 
Cliffs,  Md.  As  a  result,  the  AEC  has 
had  to  halt  construction  on  68  nu- 
clear plants  while  it  reviews  its  licens- 
ing procedures.  And  future  nuclear 
plants  may  have  to  include  costly 
cooling  towers  to  reduce  thermal  pol- 
lution—thereby further  increasing  cap- 


Typical  fuel  assembly  for  a 
current  nuclear  power  sta- 
tion is  over  1 1  feet  tall, 
weighs   over    1,300   pounds. 
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Howcome 
a  company  so  new 
in  business  insurance 
grows  so  fast? 


I      I  Fresh  thinking 

□ 
□ 
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Great  service 


Low  rates 


All  of  the  above 


I  We  got  into  the  business 

of   business  insurance  a 

little  late.  So  we  didn't  have 

time  to  grow  in  the  traditional 

way. 

We  decided  we  had  to  think 


smarter,  dig  deeper,  and  work 
harder  than  the  other  guy.  We 
had  to  look  for  ways  to  cut  red 
tape  so  we  could  cut  rates. 
To  service  claims  faster  so  we 
could  hold  down  costs. 

Now  it's  paying  off;  the  word 
is  getting  around  about  us. 

We've  become  known  as 
mavericks  and  boat-rockers. 
Our  people  are  recognized  as 
hand-picked  specialists  who 
have  brought  fresh  ideas,  new 
approaches,  and  often  some 
fair-sized  savings  to  company 
after  company-big  companies, 
small  companies,  and  compa- 
nies just  the  size  of  yours. 

Next  time  you  need  a  quote, 
why  not  call  in  Allstate.  We're 
in  the  phone  book. 
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Available  in  most  states     Aiktate  Insurance  Company. 


ital  costs  that  already  run  $300  to 
$400  per  kilowatt  of  capacity,  vs. 
sonic  8200  for  fossil  fuel  plants. 

Nuclear  electrical  development  is 
not  the  only  target  of  the  environ- 
mentalists. Project  Plowshare,  which 
uses  nuclear  explosions  to  extract  raw 
materials  such  as  natural  gas  and  oil 
shale  from  hard-to-reach  deposits,  is 
one  of  the  traditional  subjects  of  ecol- 
ogy group  lawsuits.  Also  criticized  is 
the  section  of  the  Nuclear  Nonprolif- 
eration  Treaty  with  the  Soviet  Union 
that  provides  for  tire  transfer  of  nu- 
clear explosive  devices  to  have-not 
countries  for  Plowshare  projects  of 
their  own.  So  far,  the  courts  have 
sided  with  the  AEC  in  cases  such  as 
Project  Rulison  in  Colorado,  where  a 
40-kiloton   nuclear  explosive   was   set 


One  set  of  experts  say  that  the 
nation's  nuclear  power  programs 
are  safe.  Another  set,  equally  qual- 
ified, predicts  ecological  disaster. 
Any  wonder  the  public  is  confused? 

Surprisingly  enough,  however, 
there  are  certain  things  on  which 
virtually  all  of  the  experts  do 
agree.  No  one,  for  instance,  seri- 
ously suggests  that  the  reactors 
currently  being  used  to  produce 
electric  power,  the  boiling-water  re- 
actors, are  dangerous:  Radioactive 
discharges  can  be  kept  at  a  near- 
zero  level;  there  is  no  possibility  of 
a  bomb-type  explosion;  even  ther- 
mal pollution  (a  fancy  term  for  re- 
leasing hot  water)  can  be  con- 
trolled. In  terms  of  total  pollution, 
a  boiling-water  reactor  is  prob- 
ably better  than  a  coal  or  oil  plant, 
although  no  one  has  yet  been  able 
to  satisfactorily  compare  the  dif- 
ferent types  of  pollution  involved. 

Most  scientists  also  agree  that 
there  is  a  problem  of  where  to  put 
radioactive  waste  products  pro- 
duced by  the  fission  process.  No 
one  feels  quite  sure  that  the  pro- 
posed solution,  storing  up  to  38,000 
tons  of  high-level  waste  by  the 
year  2000  in  deep  Kansas  salt 
mines,  is  safe.  Even  AEC-oriented 
Manson  Benedict,  an  MIT  nuclear 
engineering  professor,  stated  in  a 
recent  paper:  "...  the  unprece- 
dented responsibility  involved  in 
the  safeguarding  of  highly  toxic 
material  for  1,000  years  dictates 
thorough  test  and  careful,  gradual 
exploitation  of  this  proposed  stor- 
age method." 

But  violent  arguments  surface 
when  the  topic  turns  to  future 
plans.  Most  of  these  arguments 
center  around  the  AEC's  proposed 
fast-breeder    reactor,     a     program 


off  in  1969  in  search  of  natural  gas 
deposits.  Environmentalists  were  re- 
buffed by  the  courts  both  when  they 
tried  to  stop  the  explosion  and  later 
when  they  tried  to  keep  the  private 
contractor  involved  from  testing  the 
released  hydrocarbons  for  radioactivi- 
ty. But  as  one  AEC  official  told  Forbes, 
"This  is  just  the  beginning,  and  I'm 
worried  about  similar  projects  that 
we  have  on  line  for  the  next  year." 

There  are  big  stakes  in  these  little- 
publicized  debates.  Not  the  least  of 
diese  stakes  is  U.S.  leadership  in  nu- 
clear technology.  To  date,  GE  has 
sold  15  and  Westinghouse  13  water- 
cooled  reactors  abroad.  Another  14 
foreign  nuclear  plants  are  being  built 
under  license  from  or  by  subsidiaries 
or  joint  ventures  of  the  two  big  U.S. 

— Lethal?  Or  Benign? — 

backed  by  President  Nixon  in  his 
Energy  Message  last  spring. 

The  AEC's  environmental  posi- 
tion is  clear.  It  agrees  that  the  fast 
breeder  does  pose  problems  more 
difficult  than  the  current  genera- 
tion of  reactors,  but  argues  that 
these  problems  can  be  solved  and 
radioactive  emissions  held  to  a  min- 
imum. According  to  the  Commis- 
sion, it  is  simply  a  matter  of  tighter 
handling  and  reactor  controls. 

Many  environmentalists  feel  dif- 
ferently. In  the  search  for  a  future 
power  source  that  will  have  a  min- 
imal impact  on  the  environment, 
they  have  come  to  believe  that  the 
breeder  reactor  is  the  worst  possi- 
ble of  alternatives. 

Why?  First,  there  is  the  possibili- 
ty of  a  meltdown  of  the  reactor 
core,  resulting  in  an  atomic  ex- 
plosion—an explosion  that  would  be 
terrifically  "dirty."  Such  an  explo- 
sion would  release  large  amounts 
of  radioactive  materials,  especially 
plutonium,  an  element  that  has  a 
half-life  of  24,000  years  and  that 
has  caused  cancer  in  rats  in  even 
microscopic  amounts  of  one  one- 
billionth  of  an  ounce.  Two  of  the 
most  serious  accidents  in  atomic 
history  involved  plutonium-pro- 
ducing  reactors.  One  was  in  a  U.S. 
Army-operated  reactor;  it  killed 
three  enlisted  men.  The  other  was 
in  Britain,  and  it  spread  radio- 
activity over  the  countryside. 

Then  there  are  the  steps  beyond 
the  reactor,  such  as  transport,  fuel 
reprocessing  and  waste  manage- 
ment. John  Gofman,  a  researcher 
at  Lawrence  Radiation  Labora- 
tories at  the  University  of  Cali- 
fornia, says:  "To  take  plutonium, 
the  most  toxic  material  known  to 
man,  and  make  it  the  essential  fea- 


firms.  Thus  far  the  total  foreign  nu- 
clear business  has  been  worth  about 
$500  million  to  the  U.S.  This  is  prob- 
ably only  a  tiny  beginning  for  poten- 
tial trade  in  nuclear  hardware.  A 
hard-pressed  U.S.  balance  of  pay- 
ments could  well  use  it. 

Should  the  Russians  or  British  or 
French  sr  Japanese  gain  a  decisive 
advantage  in  the  nuclear  field,  it 
would  be  a  serious  and  possibly  per- 
manent blow  to  U.S.  economic  power. 

In  many  ways  the  AEC  is  doing  a 
fine  job.  But  it  has  been  for  too  long 
too  far  above  criticism.  It  has  had  too 
dominant  a  voice  in  U.S.  energy  pol- 
icy. The  simple  fact  is  that  the  de- 
velopment of  nuclear  and  other  forms 
of  energy  is  too  important  a  matter 
to  be  left  to  the  experts.   ■ 


ture  of  atomic  energy  production, 
you  would  have  to  have  a  very 
desperate  society  that  has  no  al- 
ternatives available." 

The  Scientists  Institute  for  Pub- 
lic Information  is  worried  about 
the  appearance  of  a  black  market 
in  plutonium.  With  the  easy  avail- 
ability of  plutonium,  some  of  the 
scenes  from  the  James  Bond  flick 
Thunderbolt  may  come  to  life,  and 
bomb  threats  may  concern  an  en- 
tire city  rather  than  one  building. 
The  AEC,  of  course,  feels  it  can 
provide  sufficient  safeguards. 

Two  well-informed  sources  that 
have  been  working  on  the  safe- 
guards problem  tell  Forbes  that  at 
least  one  plane  hijacked  to  Cuba 
had  aboard  it  shipments  of  en- 
riched uranium.  The  AEC  denies 
this,  but  true  or  not,  there  is  cer- 
tainly nothing  to  keep  a  plane  from 
being  hijacked  in  such  a  manner. 
Nor  could  a  truck  robbery  or  a 
boxcar  looting  be  prevented.  Even 
so,  the  radiation  released  to  the  en- 
vironment through  normal  opera- 
tions would  be  minimal  compared 
with  a  bomb,  or  mishandled  fuel. 

Most  of  the  environmental  dis- 
putes seem  to  come  down  to  one 
basic  question:  What  effects  do 
very  low  levels  of  radiation,  levels 
no  higher  than  normal  background 
radiation,  have  on  the  environ- 
ment? We  simply  have  not  lived 
with  radiation  pollution  long 
enough  to  know  the  answer. 

But  whether  you  take  these  ci  il- 
logical problems  seriously  or  not. 
you  can't  doubt  that  they  are  a 
potent  political  fact  of  life.  Which 
is  one  more  reason  a  good  many 
people  are  worried  about  the  AEC's 
singleminded  dedication  to  a  specif- 
ic kind  of  nuclear  development. 
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Problem  solving  in 
transportation.  One  more 
growth  market  Eaton  is  into. 

How  to  make  sure  truckers  keep  control 
of  giant  rigs  in  the  toughestdriving  condi- 
tions. How  to  keep  hundreds  of  parts  in 
your  car  trouble-free  and  long  wearing. 

That's  what  the  problem  solvers  at  Eaton 
have  done.  For  trucks  and  trailers: 
multi-speed  axles  and  transmissions, 
power  steering,  cab  air  conditioning  and 
brakes  for  sure  control.  For  cars:  dependable 
engine  valves,  speed  controls  and  control 
valves  for  year-round  comfort  systems. 
Plus  thermostats,  fasteners,  springs  and 
other  items  that  you  never  have  to  think 
much  about. 

Our  43,000  people  worldwide  are  solving 
problems  in  many  other  important  growth 
markets  of  the  70's.  Like  industrial  tech- 
nology, materials  handling,  construction, 
eisure,  housing  and  security.  That's  what 
put  our  sales  at  the  billion-dollar  level. 


What's  going  on  at 

Harvard 

these  days? 


Well,  for  one  thing,  they're  not  weeping  over 
"Love  Story"  anymore.  ( Even  though  it  was  filmed 
there. )  Some  of  the  students  are  supposed  to  be 
going  tweedy  again.  (Will  wonders  never  cease?) 
All  eyes  are  on  the  new  football  coach.  (They  also 
have  a  new  president.) 

And,  for  another  thing,  a  leading  architect  has 
selected  Alcan  Aluminums  new  decorative 
paneling  to  go  on  ceilings  in  the  Harvard 
Graduate  School  of  Design. 


We  created  this  paneling  at  our  design  center  in 
Woodbridge,  New  Jersey.  Its  unusual  patterns  and 
colors  have  really  caught  the  eyes  of  architects  and 
designers.  And  it's  being  installed  everywhere  from 
Harvard  to  the  towering  New  York  World  Trade  Center. 


(Incidentally,  our  President,  our  Advertising 
Director,  and  our  copywriter  went  to  Harvard.  But 
that  doesn't  mean  we  don't  have  our  eyes  on  all 
that  building  going  on  in  New  Haven.) 


Find  out  more  about  what  Alcan  is  up  to— in 

the  United  States,  in  Canada  and  in  more 

than  100  other  countries.  Write  for 

our  booklet/Introducing  Alcan!'  Address: 

Alcan  Aluminum  Corporation, 

100  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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The  House  that  Jack  Built 


By  coming  up  with  the  right  formula,  Florida's  Jack  Eckerd  in  little  over  a  de- 
cade has  built  a  chain  of  230  drugstores  and  made  himself  incredibly  wealthy. 


A  few  months  ago  he  endowed  little 
Florida  Presbyterian  College  with  $10 
million  on  top  of  a  previous  $2.5-mil- 
lion  commitment.  Last  fall  he  report- 
edly spent  $1  million  trying  unsuc- 
cessfully to  get  the  Republican  nom- 
ination for  governor  of  Florida.  He  is 
Jack  M.  Eckerd,  58,  whose  Jack 
Eckerd  Corp.  runs  one  of  the  nation's 
largest  drug  chains. 

But  Jack  Eckerd  is  more  than  just 
another  successful  businessman  hank- 
ering for  a  fling  in  politics.  By  build- 
ing drugstores  at  an  incredible  clip, 
in  less  than  two  decades  he  has  also 
built  a  fortune  in  stockholdings  of 
well  over  $100  million.  Starting  with 
three  drugstores  in  the  early  1950s, 
he  now  has  some  230,  plus  an  ac- 
quired chain  of  21  junior  department 
stores,  with  total  sales  estimated  this 
year  at  $230  million. 

It  was  almost  as  though  Jack 
Eckerd,  in  his  later  years,  was  making 
up  for  time  lost  in  his  youth.  He  never 
graduated  from  the  University  of 
Pittsburgh,  being  much  more  inter- 
ested in  flying  planes  than  in  going 
into  his  father's  drug  business  in  Erie, 
Pa.  But  when  he  quit  college  in  the 
middle  of  the  Depression,  there  were 
no  flying  or  any  other  jobs  to  be 
had.  His  father,  J.  Milton  Eckerd,  put 
him  to  work  as  a  clerk  in  the  base- 
ment with  the  remark,  "Either  you 
work  harder  and  put  in  longer  hours 
than  anyone  else,  or  you  get  into  some 
other  business." 

Jack  Eckerd  did  the  former,  except 
for  a  few  war  years,  until  the  early 
1950s.  Then,  deciding  he  knew 
enough  about  the  business  to  strike 
out  on  his  own,  he  bought  three 
floundering  drugstores  in  Tampa  and 
Clearwater,  Fla.  "They  looked  physi- 
cally attractive  and  were  available  for 
very  little  money,"  he  recalls.  "I  soon 
learned  why,  and  almost  lost  my  shirt 
the  first  few  years." 

What  had  attracted  Eckerd  was  the 
then  new  concept  of  self-service  drug- 
stoics  beginning  to  crop  up  in  grow- 
ing markets  like  Florida  and  Califor- 
nia. The  problem?  Says  Eckerd,  "You 
couldn't  get  many  people  to  come  into 
the  stores,  and  it  wasn't  because  of 
poor  location.  1  decided  to  change  the 
product  mix.  I  threw  out  slow  items 
like  hardware,  and  took  in  sporting 
goods  and  photographic  supplies. 
That  helped  a  little 

"Next,  I  decided  to  reinstate  ser- 
vice for  parts  of  the  store  that  re- 
quired it,  like  cosmetics  and  drugs, 
because  I  felt  some  lines  are  best  sold 


through  service;  others  you  just  grab 
off  the  counter.  Everyone  else  then 
was  all  service  or  all  self-service;  we 
tailored  service  to  the  product." 

All's  Fair  .  .  . 

These  moves  put  his  stores  in  the 
black,  but  Eckerd's  real  move  came 
when  he  decided  his  key  problem  was 
the  state  law  requiring  him  and  other 
self-service  retailers  to  sell  many 
brand-name  items  at  so-called  "fair 
trade"  prices.  "Can  you  imagine  us," 
he  asks,  "selling  the  same  products 
with  little  or  no  service  as  a  drug- 
store that  has  help  and  delivers?  So 
I  went  to  court  against  Sterling  Drugs 
and  Miles  Labs  and  challenged  the 
fair  trade  laws  in  the  state." 

To  everyone's  surprise,  including 
his  own,  the  Florida  Supreme  Court 
ruled  in  his  favor.  "We  caught  our 
competitors  napping  with  our  discount 
pricing,"  he  says.  "Using  heavy  ad- 
vertising, we  were  off  and  running." 

It  was  at  this  point  that  Eckerd, 
then  the  owner  of  a  dozen  profitable 
Florida  drugstores,  had  to  make  a 
fateful  decision.  "I  could  have  even- 


tually opened  a  few  more  stores  and 
retired  in  another  ten  years  a  wealthy 
man  on  what  I  had,"  he  says.  "I  de- 
cided to  go  for  broke  and  blitz  Flori- 
da with  a  chain  of  Eckerd  drug- 
stores." In  1961  he  took  his  little  com- 
pany public  with  a  modest  $1.4-mil- 
lion  underwriting,  retaining  two- 
thirds  of  the  stock  himself  (now  down 
to  just  under  one-third ) . 

Between  1961  and  the  end  of  the 
decade,  Eckerd  lifted  sales  from  just 
$9  million  to  $185  million,  mainly  by 
extensive  use  of  leverage.  He  started 
the  decade  with  close  to  a  one-to-one 
debt/ equity  ratio,  almost  unheard  of 
in  retailing;  he  still  has  about  $18  mil- 
lion debt,  vs.  $30  million  equity.  His 
reasoning:  It  paid  him  to  borrow  and 
expand,  as  long  as  the  9%  to  10%  pre- 
tax that  he  could  make  on  sales  more 
than  covered  the  interest  costs.  With 
earnings  soaring  from  $1.2  million  in 
1964  to  some  $9  million  today,  and 
with  return  on  equity  averaging  over 
35%— as  good  as  or  better  than  any 
cosmetic  or  drug  manufacturer— the 
stock  market  valued  his  company  at 
40   times   earnings,   or   $425  million, 


Despite  Jack  Eckerd  Corp.'s  rapid  expansion,  Jack  Eckerd  still  tries  to 
use  the  personal  approach  with  his  employees  and  customers.  He  sends 
out  signed  birthday  cards,  visits  as  many  stores  as  he  can  a  year,  goes 
to  company  picnics,  solicits  suggestions  from  his  7,000  employees  and 
answers  customer  complaints.  It  may  seem  corny,  but  look  at  the  results. 
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OS.  a  net  worth  of  about  S30  million. 

But  anyone  who  shows  this  kind 
of  growth  is  like  the  man  in  the  Rus- 
sian fable  who  had  a  wolf  by  the  ears: 
There's  no  way  to  let  go.  So  Jack 
Eekerd,  faced  with  increasing  com- 
petition in  Florida,  has  been  forced 
to  expand  outside  the  state  in  drug- 
stores, and  out  of  drugstores  into 
junior  department  stores,  in  order  to 
sustain  his  growth.  In  the  two  fiscal 
j  ears  ended  in  mid-1970,  he  more 
than  doubled  the  company's  size, 
much  of  it  by  acquisitions. 

The  SlOO-million  question  for  Jack 
Eekerd  is  what  can  he  do  for  an 
encore.  Can  he  show  his  accustomed 


profit  margins,  and  thereby  maintain 
his  magical  earnings  growth,  by 
spreading  out  still  further,  both  geo- 
graphically and  into  other  areas  of 
retailing?  The  chances  seem  to  be 
against  it;  and  if  he  cannot  maintain 
the  earnings  growth,  then  Wall  Street 
will  not  long  maintain  that  40-times- 
earnings  ratio. 

The  biggest  imponderable  here  is  a 
58-year-old  Floridian  named  Jack 
Eekerd.  If  he  was  smart  enough  to 
build  a  major  company  in  a  decade 
or  so  through  a  retailing  approach 
that  others  were  late  to  recognize, 
who  is  to  say  he  isn't  smart  enough 
to  pull  another  rabbit  out  of  the  hat?" 


-A  Profusion  of  Eekerd s- 


Ed  O'Herron  Jr. 


Jack  Eekerd 


J.  Millon  Eekerd 


"It's  understandable,"  says  Jack 
Eekerd  of  Florida's  thriving  Jack 
Eekerd  Corp.,  "that  people  should 
get   contused   over   which    Eekerd 

chain  is  which,  because  there  are 
two  ot  them.   In  addition,  there  are 

other  drugstores  bearing  the  name 
Eekerd.*'    The  other  Eekerd  chain 

is  North  Carolina-based  Eekerd 
Drugs,  which  since  the  start  ot 
the  Sixties  has  lifted  its  sales  from 
$17  million  to  $110  million  and 
now  runs  125  drugstores  in  seven 
southeastern  states.  It  is  run  In 
Edward  M.  O'Herron  Jr.,  whose 
father  was  the  original  J.  Mil- 
ton Eekerd  \s  son-in-law.  O'Herron 
owns  243  of  Eekerd  Drugs  stock 
worth  S25  million. 

The  founding  father,  J.  Milton 
Eekerd,  who  died  only  in  1967  at 
age  94,  started  it  all  by  opening 
his  fust  drugstore  in  Erie,  Pa.  in 
1898.  Over  the  years  he  accu- 
mulated interests  in  some  14  stores, 
which  he  then  proceeded  to  divvy 
up  among  his  sons  and  in-laws.  "I 
was  sold  a  half-interest  in  my  fa- 
ther's Wilmington,  Del.  store,"  re- 
calls Jack  Eekerd,  "and  some  years 


before,  in  the  mid-Twenties,  my  fa- 
ther sold  the  ones  in  Erie  to  my 
two  hall -brothers."  In  the  late  Thir- 
ties the  senior  Eekerd  sold  ten 
Charlotte,  N.C.  stores  to  Ed  O'Her- 
ron, his  son-in-law. 

Obviously,  what  J.  Milton  Eek- 
erd was  most  successful  at  doing 
was  lighting  a  competitive  spark 
in  everyone  around  him.  Says  Jack 
Eekerd,  "He  really  knew  how  to 
motivate  people,"  mainly  by  giving 
his  employees  a  personal  stake  in 
the  business. 

"This  sharing  of  rewards  isn't 
just  a  matter  of  generosity,"  he 
goes  on,  "it's  simple  economics. 
In  the  drug  business  we  all  buy 
from  the  same  places  and  we  all 
pay  pretty  much  the  same  prices, 
so  if  you're  going  to  beat  the  com- 
petition, it  has  to  be  with  better 
people."  He  also  practices  what  he 
preaches.  He  has  placed  90%  of 
his  own  stock  in  trust  for  employee 
purchases  at  substantial  discounts; 
and  his  current  president,  Harry  F. 
Roberts,  started  as  a  clerk  and  in 
ten  years  became  president  in  1967 
at  just  38. 


Our  rooms 
1       are  as 
1  spacious  in 

Pittsburgh 

asin 
Palm  Beach 

Because  we  give  you  the  same 
kind  of  great  room  everywhere. 
A  quiet,  comfortable  room. 
With  double  drapes.  Sound- 
proof walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
Lodge  nearest  you  for  a 
confirmed  reservation  at  any 
of  our  435  locations. 

Howard  Johnson's:                 »* 
We  always  treat  you            Zr* 
like  you're  on  vacation.  4j" 

.    HOWARD 

JounsonS 

■■ 

MOTOR  LODGES  *  RESTAURANTS 
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Borrowing   locally   is   fine  — until   you 
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Name 


Address 


Introducing 
.  Exec/Professional  . 

Loans  by  Mail 
I  at  Sensible  Rates.  I 


\ 


m,  want  complete  privacy.  Then  borrow-  ^ 

I  ing  by  mail  is  better.  Especially  when  I 

you   can  get  up  to  $10,000,  without  . 

||  collateral,  at  interest  rates  that  make  I 

^  sense.  ™ 

!  Get  the  details.   Call   D.   R.   Bassett,  I 

^J  collect,   at  (515)   283-2381.   Or  fill   in  ^ 

I  coupon.  Then  we'll  fill  you  in. 

vJ  nial   Pinanrial  P.rtrnr»ratir»n/I  ictoH  Maui  ™ 


Dial  Financial  Corporation/Listed  New 


\    York    Stock    Exchange /Executive    &    tj 
U    Professional    Loan    Division  /  Depart-    U 
ment  Y-103  418   Seventh   Street /Des 
Moines,  Iowa  50309. 

■     Mr.  Bassett: 

[I    Please  send  me  complete  information 
^   on  your  Exec/Professional  Loans  by    . 
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State 


Zip 
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The  Silent  Majority's  Market  Basket 

The  CPI  is  "only"  a  statistic,  but,  oh,  the 
political  and  economic  punch  it  packs! 


Perhaps  as  closely  as  the  public  opin- 
ion polls,  the  political  pundits  will  be 
watching  the  CPI  next  year.  The  CPI 
—the  Consumer  Price  Index— has  be- 
come a  political  and  economic  force 
in  its  own  right  as  inflation  has  be- 
come more  and  more  of  an  issue.  As 
President  Nixon's  new  economic  pol- 
icies move  into  their  second  phase, 
the  CPI  will  bear  careful  watching: 
Unless  unemployment  goes  down 
and  the  CPI  slows  down,  Nixon's 
chances  of  reelection  will  certainly 
be  hurt. 

In  recent  years,  the  CPI  has  be- 
come more  than  a  mere  measure  of 
events;  it  has  become  a  shaper  as 
well.  If  it  speeds  up,  people  worry, 
and  their  economic  and  political  be- 
havior is  affected.  If  it  slows  down, 
they  feel  better  and  act  accordingly. 

Directly,  as  well  as  psychologically, 
the  CPI  has  an  impact: 

In  June  over  1  million  former  Civil 
Service  workers'  pensions  were  in- 
creased by  4.5%,  for  a  total  annua- 
lized increase  of  $147  million. 


In  July  450,000  truckers  got  an  8- 
cent-an-hour  increase  in  their  pay- 
checks. Assuming  a  40-hour  work- 
week, that  would  add  $75  million  a 
year  to  total  truckers'  wages. 

Neither  group  had  to  strike  or  lob- 
by or  bargain  for  their  increases. 
Their  checks  went  up  simply  because 
past  agreements  had  tied  their  income 
partly  to  the  CPI.  Today,  the  CPI 
affects  the  take-home  pay  of  about  5 
million  wage  earners;  in  the  mid- 
Sixties  the  figure  was  little  over  2 
million.  The  average  wage  earner 
makes  $7,500.  If  he  got  a  1%  pay 
boost  for  every  percentage  point  in- 
crease in  the  CPI,  the  5%  inflation 
rate  of  1970  would  mean  an  increased 
wage  bill  of  $375  per  worker,  or 
$1.9  billion  for  the  5  million  work- 
ers covered  by  the  cost-of-living  es- 
calator clauses.  Thus  does  inflation 
feed  on  inflation  through  the  CPI. 

What  is  this  wondrous  statistic 
with  such  a  life  of  its  own?  To  begin, 
it  is  not  really  a  "cost-of-living"  index, 
as  so  many  people  think.  How  could  it 
be,  with  so  many  different  life  styles 
and  income  levels  prevalent  in  the 
U.S.?  Essentially  it  measures  the  cost 
of  a  "market  basket"  full  of  the  kinds 
of  goods  and  services  heavily  pur- 
chased by  conventional  middle-income 
families  of  the  classes  that  are  some- 
times called  the  "silent  majority."  The 
CPI  contains  golf  balls  and  fishing 
rods,  but  not  trips  to  Europe.  Whiskey 
and  beer,  but  not  champagne.  Cig- 
arettes and  cigars,  but  not  marijuana. 
Bus  fare,  but  not  chauffeured  limou- 
sine service.  If  your  cost  of  living  has 
gone  up  because  you  have  cut  down 
on  hot  dogs  and  switched  to  steak, 
don't  blame  that  on  the  CPI. 

All  in  all,  it  covers  about  400  items. 
These  are  priced,  usually  monthly, 
from  in-person  interviews  by  Bureau 
of  Labor  Statistics  employees  in  29 
major  cities  plus  some  smaller  towns 
as  well.  The  market  basket  is  very  di- 
verse: It  ranges  from  operating  room 
charges  and  funeral  services  to  food, 
transportation  and  housing  costs. 
Through  July  1971,  the  CPI  is  up 
21.8%  from  its  1967  base.  Through 
March,  the  most  recent  period  for 
which  a  complete  breakdown  is  avail- 
able, the  cost  of  hamburger  is  up 
24.7%,  fish  37.8%,  lawn  mowers  16.2% 
and  white  bread  11.2%.  Among  the 
few  items  to  show  a  decline  are  ster- 
eophonic phonograph  records  ( — 0.5%) 
and  hormones  ( — 5.1%) . 

As  the  number  of  those  whose 
bread  and  butter  is  tied  to  the  index 


increases,  so  does  disagreement  about 
how  accurate  is  the  index.  "A  poll 
of  economists  would  probably  indi- 
cate that  the  majority  believe  that  the 
index  exaggerates  inflation,"  says 
Boger  Klein,  an  economist  at  First 
National  City  Bank  (New  York),  who 
thinks  that  it  could  exaggerate  infla- 
tion byx  1%  or  2%.  One  main  criticism 
is  the  lack  of  regular  changes  in  the 
"bread  basket."  For  example,  as  deodor- 
ant jprices  go  up  but  soap  prices  stay 
flat,  consumers  may  cut  back  on  de- 
odorants and  use  more  soap.  Or  they 
might  do  less  socializing. 

But  the  hottest  debate  centers  on 
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quality.  Those  who  think  that  the  in- 
dex exaggerates  inflation  argue  that 
it  doesn't  take  quality  changes  into 
sufficient  account.  They  point  to 
autos,  and  contend  that  the  consumer 
is  getting  more  for  his  money— mileage, 
reliability,  safety  features— in  the  new 
cars  than  the  old.  Others  argue  loud- 
ly that  product  quality  is  deteriorat- 
ing and  that  therefore  the  CPI  under- 
states inflation. 

Academic  theorizing?  Very  far  from 
it.  The  White  House  knows  how 
many  votes  swing  on  the  CPI.  For 
example,  the  cut  in  excise  taxes  on 
automobiles  will  reduce  auto  prices 
by  an  average  of  $200.  Auto  prices 
make  up  5%  of  the  CPI.  The  August 
decision  to  free  more  mortgage 
money  should  reverse  the  summer  up- 
trend in  mortgage  rates,  a  4%  com- 
ponent of  the  CPI.  Crop  plantings, 
which  are  under  Administration  con- 
trol, could  be  another  way  to  bring 
the  CPI  down.  A  big  harvest  would 
mean  lower  prices.  While  some  of 
these  measures  might  mean  higher 
taxes,  personal  and  corporate  taxes 
are  not  measured  by  the  CPI. 

No  one  suggests  that  it  would  be 
possible  to  manipulate  the  index  out- 
right. But,  by  coincidence,  next  year 
the  CPI  will  undergo  its  first  major 
revision  since  1961.  With  so  many 
people  having  such  a  stake  in  the 
outcome,  it's  not  likely  to  be  simply 
an  academic  exercise.  ■ 
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Doing  the  Wrong 
Thing  Successfully 

Inter co  has  found  profits  in 
markets  rivals  chose  to  neglect. 


When  you  are  poor,  you  can't  be 
choosy.  International  Shoe  Co.,  now 
Interco  Inc.,  was  certainly  poor  when 
Maurice  R.  Chambers  became  presi- 
dent in  1962.  Its  basic  shoe  business 
(Florsheim,  Thayer  McNeil)  was  the 
biggest  in  the  U.S.,  but  it  was  stag- 
nating and  undiversified. 

Interco  had  moved  into  sportswear 
and  other  apparel,  and  Chambers 
wanted  to  move  into  retailing.  But  he 
knew  he  couldn't  compete  with  the 
likes  of  Sears,  Roebuck  or  Federated 
Department  Stores.  So  he  decided  to 
go  where  they  weren't.  He  began  buy- 
ing small  chains  of  hardware,  dis- 
count and  what  are  known  in  the 
trade  as  junior  department  stores,  ex- 
panding the  chains  as  he  went.  Cur- 
rently. Interco  owns  nearly  500  such 
stores.  The  big,  successful  retailers 
had  deliberately  staved  away  from 
this  kind  of  small  store  in  a  small 
town.  Chambers  felt  somebody  had  to 
serve  smaller  communities. 

As  against  the  obvious  disadvan- 
tages, Chambers  saw  some  advan- 
tages: "We  have  a  very  low  over- 
head in  these  stores,  low  contingent 
leasehold  liability  and  a  low  labor 
factor.  Most  of  these  communities 
want  you  badly,  so  you  don't  have  to 
make  main  guarantees  on  your  rent. 

"Sure,  if  customers  are  going  to 
buy  something  big,  they  are  going  to 
drive  to  the  big  shopping  center.  But 
if  they  want  some  inexpensive  shoes 
or  something,  we  are  there." 

Expansion  into  this  kind  of  retail- 
ing has  accounted  for  a  major  part  of 
Interco's  growth  since  1966:  $469 
million  in  sales  in  1966,  $778  million 
last  year.  While  operating  profit  mar- 
gins have  been  low  (below  8%)  the 
return  on  equity  exceeds  14'?,  beating 
Genesco's  10.9?.  Interco's  debt  is  not 
too  much  higher  than  it  was  before 
Chambers  took  over.  With  a  first-half 
gain  of  10%  it  does  not  appear  that 
the  recession  will  stop  another  earn- 
ings record  in  1971. 

"We  make  money,"  says  Chambers, 
"by  watching  our  pennies  on  the  vol- 
ume. And  these  small  towns  are  as 
plentiful  as  porgies." 

Maurice  "Dude"  Chambers  never 
went  to  business  school  or  college, 
but  started  out  as  a  shoe  salesman. 
Maybe  an  MBA  would  have  been  too 
smart  to  buy  unpromising  little  stores 
in  nowhere  little  towns.  ■ 
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jm  IF  BY  LAND 


It  seems  so  logical,  now  that  we've  done  it. 
For  over  70  years,  GATX  has  helped  people  ship  bulk 
commodities  over  land. 


Now,  we're  prepared  to  help  them  across  the  seas  as  wel 
Last  December,  GATX  acquired  Marine  Transport 
Lines.  MTL.  Today,  we"  have  out  on  charter  34  ocean-going 


General  American  Transportation  Corporation,  Chicago 
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TWO  F  BY  SEA 

ssels.  some  as  large  as  95,000  tons.  And  we're  operating  22  other  on  land  all  these  years. 

ips,  for  other  owners.  From  now  on,  we  hope  you  won't  stop  thinking  of  us 

We  think  it's  fair  to  say,  we've  done  a  pretty  good  job  just  because  you  find  yourself  at  the  water's  edge. 


3ATX 
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Vitamins 


Minerals 


There's  quite  a  vital  mineral 
story  to  tell  about  the    '■ 
Middle  South— Arkansas, 
Louisiana  and  Mississippi. 
Mineral  resources  are  our 
bread  and  butter.  And  with 
almost  $5  billion  worth  ot 
annual  production  of  oil, 
gas,  bauxite,  bante  and 
sulphur,  this  variety  is  the 
spice  of  life.  More  and  more 
companies  have  come  and 
seen  and  stayed  because  of 
this  story.  As  well  as  our 
story  of  human  resources. 
We  know  because  we're 
in  the  people  business  and 
the  energy  business. 
All  over  the  Middle  South. 
For  more  down-to-earth 
facts,  write:  Middle  South, 
Box  61 000,  New  Orleans, 
Louisiana  70160. 
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MIDDLE  SOUTH  UTILITIES,  INC. 

ARKANSAS  POWER  &  LIGHT  COMPANY/ ARKANSAS-MISSOURI  POWER 
COMPANY  LOUISIANA  POWER  &  LIGHT  COMPANY,  MISSISSIPPI 
POWER  &  LIGHT  COMPANY  I  NEW  ORLEANS    PUBLIC   SERVICE    INC 


As  I  See  it 

"You  begin  to 

cost  our  environmental 

solutions,  and  you 

find  that  theoretically 

many  of  our 

industries  are  going 

to  be  priced  out 

of  world  markets. " 


Not  since  the  steamship  began  driving  the  American  clipper  ships  from 
the  Seven  Seas  a  century  or  so  ago  have  Americans  paid  as  much  attention 
as  they  are  paying  today  to  the  U.S.'  role  as  a  world  trader.  "The  loss  in 
our  trade  position  this  year,"  says  Harold  8.  Scoff,  54,  newly  appointed 
Assistant  Secretary  of  Commerce,  "had  an  effect  on  employment  in  the 
U.S.  for  the  first  time.  So  finally  people  have  become  aware  of  it.  That's 
how  I  was  lured  into  this  government  job  — because  I  felt  there  was  in- 
sufficient understanding  in  government  of  how  important  international 
trade  really  was." 

A  onetime  foreign  vice  president  of  Charles  Pfizer,  Scoff  set  up  his  own 
firm  in  the  early  Fifties— "a  small  multinational"  is  how  he  describes  it— 
principally  in  the  pharmaceutical,  chemical  and  toiletry  areas.  In  this 
interview  Scoff  does  nof  minimize  the  U.S.'  trade  problems,  but  neither 
does  he  despair  of  solving  them. 


The  U.S.  hat  always  had  a  trade 
surplus.  How  did  we  gel  ourselves 
into  this  situation? 

Sc  ni  i :  The  genesis  of  it  is  in  th< 
tint  postwar  we  had  all  the  technol- 
ogy, a  huge  home  market  and  no  real- 
!\  strong  foreign  competition,  either 
from  Europe  or  Japan.  In  the  Sixties. 
with  the  formation  of  the  Common 
Market,  Europe  developed  an  econo- 
my of  scale  equivalent  to  ours.  Ex- 
ports  made  a  major  contribution  to 
their  domestic  economy  as  they  nev- 
er have  to  ours,  so  they  had  a  higher 
motivation  to  export  and  competed 
more    strongly.    This    gave    Common 

Market  companies  a  strong  position 
both  in  the  U.S.  and  in  third  markets. 

So  there  teas  really  a  double  effect 
—our  exports  were  under  competitive 
pr<  ssure  and  our  imports  acre  rising. 

Scott:  Yes.  Since  the  mid-Sixties,  the 
growth  in  our  exports  has  run  around 
10/  a  year,  but  our  imports  have  been 
growing  even  faster— around  13%  a 
year.  Inevitably  our  trade  surplus 
was  diminishing. 

With  the  Japanese  you  had  an  even 
greater  motivation  to  export  because 
of  their  insular  economy  and  their  rel- 
atively small  domestic  base.  Strength- 
ened by  their  close  business-govern- 
ment relationship,  the  Japanese  seem 
to  have  undertaken  a  planned  assault 


on  industries  of  benefit  to  their  econ- 
omy—from low-technology,  labor-in- 
tensive iiidustnes  like  steel  and  tex- 
tiles,   through   consumer  electronics— 

recorders,    transistors,    radios— and    on 

into  high-technology,  capital-inten- 
sives   like   computers.   The    U.S.   has 

icallv  had  the  most  open  economy  in 
the  world,  so  it  was  logical  for  the 
Japanese  to  plan  their  export  pro- 
grams in  direct  relation  to  the  U.S. 
market.  Their  success  was  absolutely 
extraordinary . 

Essentially  it  has  been  healthy  com- 
petition. With  respect  to  the  Common 
Market,  even  last  year  our  trade  sur- 
plus was  on  the  order  of  $2  billion. 
But  in  the  case  of  Japan,  the  equilib- 
rium is  not  there.  We  are  projecting 
a  trade  deficit  with  Japan  alone  of 
Something  around  S2.5  billion  this 
year,  though  the  surcharge  and  a 
meaningful  evaluation  of  the  yen  may 
have  some  moderating  impact.  Clear- 
ly, we  couldn't  endure  a  trade  defi- 
cit of  that  magnitude. 

The  Administration  had  no  hint 
tJtat  the  deterioration  would  he  SO 
abrupt? 

Scott:  Xot  really.  Remember  in  1970 
we  recovered  from  the  $1.3-billion 
surplus  of  1969  with  a  S2.7-billion 
surplus,  so  there  was  a  certain  eu- 
phoria. But  we  were  wrong.  There 
were  special  reasons  for  that  reversal. 


Harold  B.  Scoff 

such  as  the  peak  of  the  747  jet 
aircraft  exports. 

Did  foreign  governments  subsidize 
their  exports  to  enable  them  to  become 
price  competitive  in  the  U.S.? 

Scott:  Not  really  subsidized.  There 
are  many  direct  and  indirect  supports 
that  governments  give  to  export  ac- 
tivities. A  good  example  is  the  Euro- 
pean value-added  tax  structure,  which 
is  comparable  to  our  corporate  in- 
come tax.  The  European  exporter  re- 
ceives a  rebate  on  his  added-value 
tax,  but  our  exporter  has  no  refund 
on  Ins  corporate  income  tax.  Secondh- 
and intangibly,  there's  a  much  closer 
working  relationship  between  business 
and  government  in  most  foreign  com- 
petitive countries  in  terms  of  major 
projects  overseas. 

Do  you  see  the  U.S.  attitude  as 
changing? 

Scott:  It  is  changing.  The  President 
is  proposing  to  Congress  the  DISC— 
the  Domestic  International  Sales 
Corp.,  which  will  give  an  exporter  a 
very  real  tax  deferral.  This  is  a  recog- 
nition of  our  need  to  give  exporters 
here  the  same  motivational  environ- 
ment that  some  of  their  competitors 
have  overseas. 

What  about  technology?  Have  tec 

lost  our  technological  lead  over  the 
rest  of  the  world? 

Scott:  We  still  have  an  edge,  but 
it's  much  thinner.  There  was  an  easy 
assumption  in  the  postwar  years  that 
everything  technologically  sophisticat- 
ed came  from  the  U.S.,  and  that,  in 
my  judgment,  was  an  oversimplifica- 
tion. We  had  cheaper  and  better 
products  because  our  huge  domestic 
market  provided  economies  of  scale 
which  we  often  confused  with  tech- 
nological superiority.  Secondly,  we 
overlooked  the  fact  that  Europe's 
technical  skills  had  been  impaired  by 
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Sports  Equipment 

Pleasure  Boats 

Health  Spas 


These  are  just  a  few  of  the  products  and  services  of 
U.S. Industries1  Health  &  Leisure  and  Services  market 
groups.  Accounting  for  23%  of  USFs  total  operating 
profit,  last  year  these  groups  contributed  over  $198 
million  to  USI's  total  sales  of  $1.2  billion. 

Ssli  U.S.  Industries,  Inc. 


the  war.  In  rebuilding  their  indus- 
tries,' they  couldn't  concentrate  on 
R&D.  We  tended  to  overlook  the  fact 
that,  once  they  developed  the  capital 
to  invest  in  R&D,  they'd  have  the 
same  technological  capacity  that  we 
did.  They  have  it  now. 

So,  as  our  technological  edge  nar- 
rows, we  can  expect  a  further  deteri- 
oration in  the  competitive  position  of 
many  of  our  industries. 

Scott :  Well,  we've  lost  our  competi- 
tive bite  in  labor-intensives  like  tex- 
tiles, steel,  automobiles.  We  know  the 
Japanese  are  coming  up  on  us  in  com- 
puters, and  if  there  is  a  third  genera- 
tion in  civil  aircraft,  there  probably 
will  be  foreign  competition  from  some 
source.  But  technology  isn't  static,  and 
if  we  address  ourselves  to  the  solu- 
tions to  some  of  the  big  problems  in 
this  country— urban  renewal,  for  ex- 
ample, ground  transportation,  envi- 
ronmental problems— if  we  invest  our 
massive  R&D  program,  both  public 
and  private,  into  finding  solutions  to 
these  problems,  we  will  be  breaking 
technological  barriers.  You  can  be 
sure  that  these  same  problems  that 
are  so  critical  to  us  today  are  shortly 
going  to  be  equally  critical  to  the 
other  congested  parts  of  the  world, 
Europe  and  Japan,  and  we  will  once 
again  have  established  a  technologi- 
cal lead. 

We  think  government  and  business 
will  have  to  work  closer  together.  The 
private  sector  will  continue  to  do 
things  they  have  the  capacity  to  do, 
but  the  Government  should  expand 
its  technological  efforts  in  those  areas 
that  exceed  the  private  sector's  ability. 
Take  something  like  AMTRAK  or 
ground  transportation.  A  real  solution 
to  the  ground  transportation  problem 
exceeds  the  capacity  of  private  indus- 
try. So  do  many  of  our  environmental 
problems.  There  are  many  ways  the 
Government  could  provide  help. 
We're  going  to  solve  the  automobile 
pollution  problem,  for  example,  but 
under  present  antitrust  constraints, 
each  compam  has  to  do  its  own  R&D. 
It  might  be  desirable  to  let  these  com- 
panies pool  their  R&D  and  thereby  get 
a  quicker  solution. 

Has  part  of  the  problem  been  that 
there's  been  a  cutback  in  government- 
sponsored  RAD  efforts? 

Scott:  Not  at  all.  We  have  been  ex- 
pending massive  amounts  of  govern- 
ment funds  in  the  area  of  health,  in 
the  area  of  space,  but  the  long-term 


44 


FORBES,   OCTOBER   1,    1971 


te> 


When  we  invest  for  Lucky, 
luck  has  nothing  to  do  with  it 

Making  surplus  corporate  cash  earn  monej  lakes  skill, 
experience  and  computerized  efficiency.  Luck  plays  no  part  in  this 
tough  money  market. 

Which  is  why  Lucky  Stores,  Inc.,  a  leading  retailer 
frequently  turns  to  Bank  of  America. 

Since  we  handle  an  average  of  over  $2.0  billion  in  investments 
every  day,  our  customers  get  quite  a  choice  of  short  and 
long-term  vehicles.  And  as  one  of  the  nation's  top  municipal 
bond  underwriters,  we  can  handle  any  transaction.  Large 
or  small.  With  very  short  notice. 

How's  all  that  helped  Lucky?  They've  grown  to  250 
supermarkets,  75  discount  centers,  30  membership  department 
stores,  33  drugstores  and  40  ladies  ready-to-wear  shops. 
With  annual  sales  of  more  than  $1.5  billion. 

How  about  you  ?  If  you  would  like  to  put  your  corporate  cash 
surpluses  to  work  efficiently,  knowledgeably  and  profitably  just 
phone:  San  Francisco  (415)  622-5680;  Los  Angeles  (213)  683-4215 
or  New  York.Office  (212)  425-3550. 


BANKof  AMERICA 
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As  I  See  It 


industrial  fallout  of  this  R&D  effort  is 
uncertain  at  best,  and  it  wasn't  the 
purpose  of  the  effort.  What  we  are 
now  saying  is  that  obviously  you've 
got  to  concentrate  on  R&D  that  has 
clear  commercial  implications,  that 
also  has  quality-of-life  implications, 
that  addresses  itself  to  the  immediate 
problems  of  the  environment. 

But  we  can't  blame  circumstance 
for  everything.  Hasn't  the  success  of 
Japanese  automobiles,  for  example, 
been  due  to  some  extent  to  a  failure 
of  the  U.S.  manufacturers  to  meet 
market  demand? 

Scott:  It's  a  difficult  question  to  spec- 
ulate on,  but  it  is  true,  I  think,  that 
there  is  general  to  the  U.S.  economy 
a  bit  of  complacency  that  this  was 
our  marketplace,  and  we  ran  it  on  the 
basis  of  what  we  perceived  customers' 
and  consumers'  needs  were.  Now 
there's  an  awareness  that  people  from 
abroad  can  meet  needs  we  haven't 
been  able  to  foresee. 

What  of  those  critics  ivho  blame 
our  troubles  on  the  flight  of  U.S.  cor- 
porations abroad?  Labor  calls  them 
runaway  industries. 

Scott:  We  don't  have  much  informa- 
tion on  the  multinationals,  but  we  do 
know  that  in  1968  the  sales  of  U.S.- 
owned  foreign  manufacturing  facili- 
ties were  about  $60  billion.  Of  that 
$60  billion,  $46.5  billion  was  sold  in 
the  country  of  production,  $8.5  billion 
was  exported  to  third  countries,  and 
only  $5  billion,  or  less  than  8%,  came 
back  to  the  U.S.  So  the  statement  that 
U.S.  foreign  investment  supports  run- 
away industries  is  suspect.  Now  it  is 
possible  to  say  that  the  amount  com- 
ing back  to  the  U.S.  is  increasing  as 
some  companies  source  their  produc- 
tion in  Taiwan  or  Korea,  across  the  bor- 
der, merely  to  stay  alive.  But  the  per- 
centage is  still  relatively  small.  In 
many  instances,  unless  you  put  that 
investment  overseas,  you  wouldn't 
have  had  that  business.  You  couldn't 
have  served  that  market  from  the  U.S. 
It  was  not  really  labor-displacing,  be- 
cause those  jobs  would  have  gone  in 
any  event. 

On  the  other  hand,  the  multina- 
tional company  has  made  an  enor- 
mous contribution  to  our  economy 
globally  that  will  only  slowly  be  reflect- 
ed in  the  balance  of  payments  through 
the  profits  they  generate  and  send 
back  or  reinvest.  I  have  felt  for  a  long 
time  that  the  multinational  company 
was  a  unique  technology  that  the  U.S. 


Tokyo  Smog  tops  even  Los  Angeles'. 

had  developed.  It  would  be  a  great 
shame  if  inhibitions  about  its  con- 
tinued growth  and  expansion  were 
allowed  to  develop. 

The  fact  is  that  the  multinationals 
are  major  exporters  from  the  U.S.  In 
servicing  their  foreign  affiliates,  they 
probably  account  for  25%  of  our  total 
exports,  or  $10  billion  a  year.  So  if 
we  didn't  have  that  foreign  invest- 
ment, if  those  plants  were  owned  by 
Germans  or  Italians,  they'd  be  buy- 
ing from  their  home  markets,  and  our 
export  account  might  be  reduced  by 
as  much  as  $10  billion.  Overall,  the 
multinationals  have  become  highly 
valuable,  new  economic  units. 

Which  is  why,  as  our  trading  prob- 
lems multiply,  trade  with  the  Com- 
munist bloc  countries  becomes  in- 
creasingly attractive.  We  can  still 
compete  there  on  equal  terms. 

Scott:  Yes,  and  the  Eastern  Bloc  is 
buying  larger  and  larger  amounts 
from  Western  countries.  The  trade  be- 
tween these  countries  and  Western 
Europe  was  $13.  billion,  compared 
with  something  like  $600  million  with 
us.  We  didn't  make  a  major  effort  to 
penetrate  these  markets.  It  was  slow 
and  difficult  business  to  develop,  and 
there  was  a  general  feeling  that  it 
wasn't  patriotic  to  do  business  with 
these  countries.  Now  I  think  we  are 
getting  hungry. 

What  effect  is  our  rising  concern 
with  the  environment  likely  to  hare 
on  our  competitive  position? 

Scott:  We  arc  just  beginning  to  have 
an  understanding  of  its  implications. 
but   the  answer   is  "enormous,"   down 


the  road.  You  begin  to  cost  our  envi- 
ronmental solutions  in  terms  of  specif- 
ic industries  per  unit  of  production, 
and  you  find  that  theoretically  many 
of  our  irtdustries  are  going  to  be  priced 
out  of  world  markets  unless  there  is 
a  comparable  effort  by  the  other  de- 
veloped countries.  Per  ton  of  steel  or 
newsprint,  per  unit  of  chemical,  the 
environmental  costs  we're  facing  are 
prodigious,  and  they  have  to  be  added 
to  the  product  cost. 

The  Japanese  can  say,  "Well,  we've 
got  the  same  problems  in  spades  be- 
cause we've  got  greater  concentration 
of  industry."  But  that  doesn't  mean 
they  will  address  the  same  capital  re- 
sources to  its  solution.  There  are  also 
countries  that  are  quite  concerned  but 
don't  want  to  burden  their  exporters. 
By  international  agreement,  you  could 
tax  at  the  border  products  that  don't 
have  the  same  environmental  costs 
built  into  them  at  their  source  as  com- 
peting products  do  in  the  market  to 
which  they're  coming. 

But  just  look  at  the  steel  industry. 
With  marginal  profits,  it  has  already 
spent  $500  million  on  environmental 
control  in  the  last  five  years,  and  it 
is  facing  an  additional  $2  billion  in 
the  next  five  years.  It  is  not  now 
competitive.  The  fact  has  to  be  com- 
pensated for.  The  problem  is  com- 
ing up  very  fast,  and  we're  going  to 
be  pressed  to  find  fair  solutions. 

Even  more  important,  what  about 
what's  been  happening  to  U.S.  cul- 
tural values?  The  old  Puritan  work 
ethic  is  dying,  and  productivity  is  de- 
clining. Is  this  perhaps  at  the  heart 
of  the  problem? 

Scott :  For  the  Japanese,  GNP  is  al- 
most a  religion,  and  if  that's  a  com- 
petitive threat,  it's  going  to  require 
a  reappraisal  on  our  part  of  many  of 
our  objectives.  I  think  the  moment  of 
testing  is  at  hand.  I  think  this  is 
what  the  President  is  saying— that 
basically  the  competitive  challenge  is: 
Do  we  have  the  will  to  meet  it? 

In  that  respect,  it's  easy  to  make 
parallels  with  postwar  Britain. 

Scott:  It's  writ  large  on  the  wall. 
The  reasons  Britain  lias  declined  can 
be  found  in  comparable  problems  de- 
veloping here.  The  President's  mes- 
sage to  Congress  should  be  carefully 
listened  to.  If  we  arc  going  to  main- 
tain our  role  of  world  leadership,  we 
must  have  economic  leadership.  His- 
tory has  shown  that  we  cannot  have 
one  without  the  other.  ■ 
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Ix  the  late  Sixties  many  insur- 
ance companies  formed  holding 
companies  and  moved  into  real  es- 
tate, computers,  investment  hank- 
ing, brokerage  and  other  activities. 
Among  them  was  the  huge  (assets: 
$2.7  billion)  Insurance  Company 
of  North  America,  formerly  one  of 
the  most  conservative  outfits  in  the 
business.  Now  known  as  INA  Corp., 
it  has  done  all  the  above  things, 
and  is  presently  trying  something 
even  newer. 

In  January  1971  INA  spun  off  its 
entire  $2-billion-asset  investment 
department  into  a  separate,  whol- 
ly owned  company,  which  last 
March  began  operating  as  Phila- 
delphia Investment  Co.  PIC's  new 
president  is  former  INA  vice  pres- 
ident Richard  I.  Roberts,  43,  the 
man  who  convinced  INA  Chair- 
man John  Curash  to  okay  the  deal. 
Armed  with  an  analytical  Univac 
computer,  Roberts  has  made  PIC 
an  independent  profit  center.  More 
important,  PIC  is  managing  non- 
INA  mane)  as  well.  Which  means 
extra  income  for  INA. 

"We  just  decided."  explains  Rob- 
ei  ts,  "that  in  a  company  of  our 
si/e.  with  so  many  experts  man- 
Bging  money  for  us,  there  are  some 
functions  that  can  be  merchan- 
dized to  others.  We  have  expert 
people.  Why  not  have  our  experts 
working  for  other  people  too?  For 
B  tee.  ot  course." 

Win  not  indeed?  A  lew  years 
ago,  a  small  ($215-million-assets) 
Milwaukee  insurance  company, 
the  NN  Corp.,  tried  the  same 
thing.  It  worked  so  well  that  the 
assets  it  manages  (now  $250  mil- 
lion) have  grown  faster  than  NN's 
projections.  NN  even  manages  oth- 
er insurance  companies'  money, 
along  with  pension  and  other  tax- 
exempt  funds. 

Though  NN  was  really  the  first 
to  spin  off  its  investment  division, 
INA  is  the  first  of  the  big  boys  to 
do  it.  Now  several  other  major 
companies  are  watching  INA  and 
thinking  about  the  same  thing.  In 
tact,  enough  are  interested  for 
many  insurance  people  to  say  it's 
the  beginning  of  a  trend. 

Taking  the  investing  function 
outside  the  parent  company,  says 
Roberts,  creates  a  less  hindered, 
more  competitive  money  manage- 
ment business.   Suddenly  you   are 


not  just  working  in  a  department 
of  an  insurance  company;  you're 
working  for  an  investment  institu- 
tion. Salaries,  too,  are  better,  no 
longer  held  down  by  the  structured 
rates  prevalent  in  the  insurance 
business;  you  get  more  adventurous 
people  that  way.  Needless  to  say, 
the  potential  for  fee  income  from 
outside  money  under  management 
is  substantial.'  PIC  has  only  $120 
million  in  non-INA  funds  now,  but 
it  could  have  $500  million  in  two 
or  three  years.  And  that  would 
mean  an  extra  $1.5  million  of  in- 
come for  INA. 

"It's  simply  the  normal  evolution 
of  the  business,"  says  Roberts,  but 
adds  that  PIC  is  going  slowly.  "We 
don't  want  to  become  constipated 
with  volume.  One  of  the  biggest 
hangups  in  the  money  manage- 
ment business  is  to  start  adding 
volume  like  mad.  Every  time  we 
add  $200  million  in  non-INA  funds, 
we're  going  to  stop  and  review  the 
record  to  make  sure  we  can  give 
the  same  quality  service  in  the  fu- 
ture—to the  outside  customers  and 
INA  itself." 

That  is  brave  talk,  but  Roberts 
still  faces  a  big  problem:  How  to 
convince  an  outfit  with  a  pension 
fund  or  profit-sharing  plan  to  let 
PIC  manage  the  money  rather 
than  a  more  glamorous  Wall  Street- 
type  institution  or  a  bank.  After 
all,  most  money  is  already  being 
managed  by  someone  else.  "It's  like 
every  girl  in  the  world  is  mar- 
ried," he  says. 

So  how  to  sell  PIC?  The  mix  of 
PIC's  INA  investments  is  about 
$900  million  in  bonds  and  $1  bil- 
lion in  equities,  so  PIC  has  plenty 
of  experience  in  both  areas.  "The 
two  are  inexorably  intertwined," 
he  says.  "People  who  manage 
stocks  in  a  vacuum  or  bonds  in  a 
vacuum  are  deluding  themselves." 

Also,  Roberts  continues,  people 
now  dealing  with  bank  trust  de- 
partments might  prefer  PIC's  in- 
vestment philosophy,  which  can  be 
described  as  mildly  aggressive. 
Over  the  four  years  ended  July 
1971,  Roberts  says,  INA's  return 
on  equity  was  4.9%  annually,  vs. 
3.6%  for  the  S&P  500.  Hardly  heady 
gains,  but  beating  the  market. 

How  have  the  new  Nixon  eco- 
nomics changed  Roberts  investing 
strategy?  Not  much,  he  says.  "This 


Roberts  of  PIC 


September  we  told  our  managers 
to  reduce  moderate  growth  stock 
and  build  up  cyclicals  by  50%.  Rut 
Nixon  only  advanced  the  timing. 
We  have  felt  for  some  time  that 
the  economy  is  corning  back,  and 
we  honestly  believe  that  a  cycli- 
cals recovery  has  to  lead  a  recover- 
ing economy."  Which  cyclical 
stocks,  though,  Roberts  won't  say. 
"It  annoys  me  to  see  people  laying 
out  their  winners  on  the  table." 

If  PIC  can  continue  to  build  a 
record  and  build  volume,  there 
should  be  substantial  goodies  in  it 
for  INA  and  for  Roberts  and  some 
of  his  colleagues.  "Any  company 
that  owns  another  company  lock, 
stock  and  barrel  would  like  at 
some  point  to  convert  some  of  that 
book  value  to  a  multiple  in  the 
market,"  Roberts  says,  describing 
a  kind  of  corporate  maneuver  fami- 
liar to  followers  of  Jimmy  Ling, 
whereby  a  big  company  takes  a 
division  or  two  public.  "Maybe 
sell  just  15%  to  20%.  It  gives  a 
wholly  different  value  to  that  re- 
maining 80%."  INA,  of  course, 
would  hope  that  analysts  and  in- 
vestors take  that  into  account  when 
they  figure  what  INA  itself 
is  worth.  Needless  to  say,  Roberts 
would  expect  some  stock  options 
in  that  case.  If  it  works,  Roberts 
and  his  boss,  John  Gurash,  will 
have  injected  a  bit  of  the  old  en- 
trepreneurial flavor  into  what  used 
to  be  a  very  stodgy  business.   ■ 
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We  give  you 
I    as  much 
j  desk  space 
1   in  Miami 
1       as  in 
1  Milwaukee 

I    Because  we  give  you  the  same 

1    kind  of  great  room  everywhere. 

1    A  quiet,  comfortable  room. 
,1   With  double  drapes.  Sound- 
'  1    proof  walls.  Bigger  beds.  Call 
j\    the  Howard  Johnson's  Motor 
i  1    Lodge  nearest  you  for  a 
SI    confirmed  reservation  at  any 

I    of  our  435  locations. 
!      Howard  Johnson's:                 —r 
J      We  always  treat  you            Zr*  1 
1      like  you're  on  vacation.  4^ 

1                  i%v 

.    HOWARD  „ 

JownsonS 

MOTOR  LODGES  a  REST4UR8NTS   I 

THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  yA  to  y2 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS     

ZIP   


The  Bloom  Is  Off 


Duplan  Corp.  has  grown  wisely  and  well.  Into  a  sea  of  troubles. 


"The  textile  market  is  a  fad  mar- 
ket," admits  Robert  A.  Levinson,  46- 
year-old  chairman  of  New  York's  Du- 
plan Corp.  And,  he  might  have  add- 
ed, so  is  the  stock  market,  at  least 
where  Duplan's  stock  is  concerned. 
When  Levinson  was  knitting  together 
his  company  back  in  1968,  Duplan 
rang  up  that  year's  biggest  Big  Board 
rise,  from  around  10  to  56— and  fol- 
lowed it  in  1969  with  one  of  that 
market's  biggest  declines,  when  it 
tumbled  to  15.  Right  now  it  rests  at 
an  unglamorous  30. 

"No  matter  what  happens,  we  can't 
escape  the  short-term  effects  of  those 
fads,"  Levinson  continued.  "To  com- 
pensate, you've  got  to  have  a  broad 
base."  In  building  his  company  from 
$26  million  in  sales  when  he  took  over 
in  1965  to  last  year's  $156  million, 
Levinson  has  striven  mightily  to  build 
that  broad  base,  principally  in  dou- 
ble knits,  which  he  was  among  the 
first  to  see  as  the  wave  of  the  future. 

Today  that  base  is  a  little  shaky. 
Last  year  Duplan  earned  less  than  4% 
on  its  sales  dollar,  compared  with 
nearly  6%  three  years  ago.  And  right 
now  its  strongest  business,  double 
knits,  is  under  the  strongest  pressure, 
with  a  multitude  of  competitors,  in- 
cluding such  giants  as  Texfi  and  Burl- 
ington, entering  the  field  in  a  major 
way.  To  say  nothing  about  Japanese 
and  European  imports. 


Levinson  would  dearly  love  to  say 
nothing  about  them,  beset  as  he  has 
been  by  the  resulting  erosion  in  prices. 
However,  he  clearly  believes  that 
President  Nixon's  recent  imposition  of 
a  10%  surcharge  on  imports  and  de- 
valuation of  the  dollar  has  changed 
his  prospects  overnight.  Perhaps. 

Duplan  looked  not  long  for  this 
world  when  a  group  headed  by  Lev- 
inson bought  control  back  in  1965. 
Central  Securities,  which  previously 
controlled  it,  was  shrinking  the  com- 
pany, having  declared  a  $7-million 
special  dividend  eight  months  before 
selling  it.  Duplan's  sales  had  fallen 
from  $46  million  in  1963  to  $26  mil- 
lion in  1965,  and  it  was  $40,000  in 
the  red. 

Levinson,  who  had  been  in  textiles 
since  leaving  the  London  School  of 
Economics  in  1947,  was  no  stranger 
to  textile  management.  In  1959  he 
had  taken  over  tiny  $l-million-sales 
Crown  Fabrics,  a  textile  converter, 
and  run  its  sales  to  $13  million  in  1962. 
When  Crown  was  acquired  by  Bangor 
Punta  in  1963,  Levinson  became  one 
of  the  parent's  largest  stockholders 
and  head  of  its  textile  division.  He 
tried  to  persuade  Bangor  to  buy  Du- 
plan, but  got  nowhere. 

Levinson 's  first  step  at  Duplan  was 
to  bring  "textile  management  to  a  tex- 
tile company,"  in  the  person  of  T. 
Nash    Broaddus,    then    a    New   York 
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marketing  manager  for  du  Punt.  Then, 
through  a  series  of  acquisitions,  he 
took  Duplan  into  new  textile  areas 
and  out  of  dependence  on  textured 
yarn,  which  in  1965  was  its  sole  prod- 
uct. His  coup  was  bringing  Duplan 
early  into  double  knits,  which  last 
year  accounted  for  almost  20?  of  sales. 

He  got  closer  to  the  retail  business 
when  he  got  Duplan  into  apparel  and 
notions  (brassieres,  children's  cloth- 
ing, buttons,  etc.),  last  year  20%  of 
sales.  And  still  closer  this  year,  in  the 
fast-growing  home  sewing  market. 
Duplan  is  building  25  stores  in  an 
80?-o\vned  joint  venture  with  Coit 
International  to  sell  fabrics  and  sup- 
plies to  home  sewers. 

His  timing  was  good  on  double 
knits,  but  Duplan  could  not  avoid 
1969's  textured  yarn  shakeout.  In 
1969,  thanks  to  acquisitions,  sales 
703  to  SI  13  million,  but  earn- 
ing fell  by  14%,  to  $3.3  million.  Over- 
capacity and  lower  prices  in  textured 
yarn,  then  one-half  of  Duplan's 
business,  were  the  reported  culprits. 

History  Repeats 

Now  a  similar  shakeout  is  under 
way  in  double  knits.  "This  shakeout 
will  be  mostly  of  marginal  producers," 
claims  Levinson.  "We  are  integrated, 
u  ith  our  own  textured  yarn,  dyeing, 
knitting,  finishing  and  distribution." 

Maybe,  but  shakeouts  are  always 
painful  (as  the  1969  one  was  for  Du- 
plan), even  to  the  survivors.  And 
there  is  real  doubt  about  just  how 
much  help  ['resident  Nixon  realb 
gave  the  textile  industry.  What  the 
industry  wanted  most  were  quotas 
that  would  shut  off,  or  at  least  slow- 
down, the  flow  of  textiles  and  ap- 
parel from  abroad.  Even  with  the  sur- 
charge,  Japanese  imports,  with  their 
low  labor  costs,  could  have  such  a 
cost  advantage  that  they  could  absorb 
the  added  lO'l  tax  and  devaluation. 

Levinson  now  is  also  struggling  to 
put  some  order  into  his  balance  sheet, 
swollen  way  out  of  proportion  by  $75 
million  in  long-term  debt  incurred  to 
make  acquisitions.  The  sale  of  two 
yarn  plants  to  Celanese  this  year 
provided  the  funds  to  reduce  his  debt 
to  around  $40  million,  but  at  the 
same  time  lopped  off  $20  million  to 
$30  million  in  sales. 

In  the  past,  no  one  called  the  turn 
on  Duplan  more  accurately  than  Mar- 
tin Sass,  now  president  of  Neuwirth 
Management  &  Research,  who  back 
in  1968  accurately  and  alone  predict- 
ed Duplan's  $1.75-per-share  earnings 
|  os.  1967's  39  cents).  What  does  Sass 
think  of  Duplan  today?  "It  will  sur- 
vive the  double  knit  shakeout  and 
grow.  But,  with  less  opportunity  for 
acquisition  and  internal  growth,  not 
the  way  it  did."  ■ 
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Made  with  Bombay  Gin, 
Imported  from  England. 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and  aevelopment. 

WHELAND    FOUNDRY   DIVISION 

One  of  the  nation's  largest  and   most 
modern   production  facilities. 
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We have 
connections 

...And  we  make  connections.  Con- 
nections that  ensure  that  you  are 
never  a  stranger  in  twenty  of  North 
America's  finest  independently 
owned  and  operated  Hotels. 

How  does  it  work  for  you?  Each 
uniquely  distinctive  Preferred  Hotels 
Association  Member  is  dedicated  to 
offering  special  recognition  and  per- 
sonalized service  to  the  travelling 
guest.  The  Management  of  a  Pre- 
ferred Hotel  will  provide  you  with  a 
reservation  and  personal  introduc- 
tion to  the  Management  of  a  Member 
Hotel  in  the  city  to  which  you  are 
travelling. 

We  make  connections.  Be  our 
guest. 


BEVERLY  WILSHIRE  HOTEL 

Beverly  Hills.  California. 

THE  BROWN  PALACE  HOTEL 

Denver.  Colorado 

THE  CLAYTON  INN 

St    Louis.  Missouri 

CLIFT  HOTEL 

San  Francisco    California 


213-275-4282 
303-825-3111 


314-PA6-5400 


415-775-4700 


THE  INTERNATIONAL  OF  CALGARY 


Calgary.  Alberta 

THE  HOTEL  MUEHLEBACH 

Kansas  City.  Missouri. 

NORTHSTAR  INN 

Minneapolis.  Minnesota. 

PARK  PLAZA  HOTEL 

Toronto.  Ontario 

THE  PIERRE 

New  York  City.  New  York. 

THE  PFISTER  HOTEL  &  TOWER 

Milwaukee   Wisconsin 

HOTEL  PONTCHARTRAIN 

Detroit.  Michigan 

THE  PONTCHARTRAIN  HOTEL 

New  Orleans.  Louisiana. 

THE  RITZ-CARLTON 

Boston.  Massachusetts. 

RITZ-CARLTON 

Montreal.  Quebec 

THE  HOTEL  ROANOKE 

Roanoke.  Virginia 

SANTA  BARBARA  BILTMORE 

Santa  Barbara,  California 

THE  HOTEL  UTAH 

Salt  Lake  City.  Utah. 

THE  WARWICK 

Houston,  Texas. 

THE  WATERGATE  HOTEL 

Washington.  DC. 

WESTGATE  PLAZA  HOTEL 

San  Diego,  California. 


403-265-9600 
816-471-1400 
612-335-9351 
416-924-5471 
212-838-8000 
414-273-8222 
313-965-0200 
504-524-0581 
617-536-5700 
514-842-4212 
703-343-6992 
805-969-2261 
801-328-9114 
713-526-1991 
202-965-2300 
714-232-5011 


Merger,  Factory  Style 

Bill  Ylvisaker,  the  boss  of  Gould  Inc.,  is  deter- 
mined to  have  his  company  show  solid  growth, 
not  just  an  impressive-looking  set  of  numbers. 


NO      MATTER      HOW      VOU 

look  at  it,  Gould  Inc.  is 
hardly  a  glamour  com- 
pany. In  1967  it  was 
even  less  so— so  much 
less,  in  fact,  that  Wil- 
liam T.  Ylvisaker  almost 
turned  down  the  chance 
to  run  it.  Ylvisaker,  then 
a  group  vice  president 
at  General  American 
Transportation  Corp., 
was  looking  for  a  top 
spot,  and  one  was  open 
at  Gould  (then  Gould- 
National  Batteries).  "At 
first  I  didn't  think  much 
of  it,"  he  recalls,  "but 
the  more  I  looked  at 
Gould,  the  more  I  could 
see  a  good  opportunity 
to  develop  a  well-integrated  technol- 
ogy company  starting  with  this  as 
the  base." 

In  the  past  four  years  Ylvisaker 
(pronounced  "ill-v'-sacker"),  a  quiet- 
spoken,  47-year-old  Yale  graduate,  has 
made  a  promising  start.  Since  1967 
Gould's  sales,  aided  by  nine  acquisi- 
tions, have  increased  150%  to  $342 
million  in  fiscal  1971,  ended  June  30. 
Per-share  earnings  have  lagged,  how- 
ever, increasing  by  20%  to  $2.91 
(down  from  1970's  record  $3.16  large- 
ly because  of  the  strike  at  General 
Motors,  a  major  customer).  But  re- 
turn on  equity  has  risen  from  9%  to 
14%,  return  on  sales  from  3.2%  to  4.2%. 

That's  especially  impressive  when 
you  consider  what  Ylvisaker  has  had 
to  work  with.  For  years  Gould  was  a 
sleepy  maker  of  auto  and  industrial 
batteries.  To  this  Ylvisaker  added 
eight  small  industrial  companies  and 
then,  in  1969,  Clevite  Corp.,  a  large 
but  sluggish  maker  of  auto  parts  and 
electronic  instruments.  It  was  this 
combination  that  excited  Ylvisaker,  a 
longtime  line  executive  who  saw  the 
two  as  a  "natural  fit." 

Ylvisaker  began  combining  them 
right  away.  Closing  Gould's  head- 
quarters in  St.  Paul  and  Clevite's  in 
Cleveland,  he  set  up  shop  in  Chi- 
cago, next  to  O'Hare  airport.  He 
merged  compatible  operations  like 
Gould's  engine  parts  division  and  Cle- 
vite's bearings  division.  He  drew  on 
Clevite's  knowhow  in  metals  to  im- 
prove Gould's  batteries,  on  Clevite's 
knowhow  in  electronics  to  get  Gould 
into  making  inverters  for  use  with  its 
battery  chargers.  He  encouraged  joint 
development  of  new  products,   such 


Ylvisaker 


as  a  nickel  foil  heating 
element  based  on  Cle- 
vite's foil  technology  and 
Gould's  electrical  exper- 
tise. "There's  no  ques- 
tion," says  Ylvisaker, 
"that  the  merger  was 
synergistic." 

This  might  sound  old- 
fashioned.  But  don't  for- 
get, Ylvisaker  is  an  op- 
erating man  who  sees 
the  magic  of  mergers  on 
the  factory  floor,  not  just 
on  the  accounting  books. 
Look  at  what  happened 
last  summer.  Clevite's 
Ocean  Systems  division 
snatched  a  $116-million 
Navy  torpedo  contract 
away  from  Westing- 
house,  which  had  done  the  initial 
development  work.  Ylvisaker  expects 
$1.5  billion  in  torpedo  sales  over  the 
next  ten  years.  "The  fact  that  the  two 
companies  were  put  together,  which 
gave  us  more  financial  and  engineer- 
ing strength,  enabled  us  to  get  that 
contract,"  Ylvisaker  says.  But  don't 
such  contracts  often  prove  danger- 
ous? Will  Gould  be  able  to  deliver  on 
time?  "We'd  have  to  fall  apart  not  to." 

Down  with  Antitrust! 

To  Ylvisaker,  winning  that  Navy 
contract  is  a  powerful  argument  for 
revising  the  antitrust  laws.  "Small-  and 
medium-sized  companies  in  related 
fields,  maybe  even  in  die  same  busi- 
ness, should  be  encouraged  to  grow 
through  merger  and  acquisitions,"  he 
says.  "How  else  can  they  ever  develop 
the  expertise  or  acquire  the  capital  to 
compete  with  existing  giants?  I  think 
the  antitrust  laws  tend  to  protect  the 
old,  big  companies."  Ylvisaker  has 
some  first-hand  knowledge  of  antitrust 
laws:  In  order  to  achieve  his  "ideal" 
merger  of  Gould  and  Clevite,  he  was 
required  to  sell  parts  of  Clevite's  bat- 
tery division. 

Nonetheless,  Ylvisaker  is  still  ag- 
gressively looking  for  more  acquisi- 
tions. Early  this  year  he  was  interested 
in  ailing  Dictaphone  Corp.  but  backed 
off.  One  reason:  With  operations  in 
the  once  fashionable  office  furniture 
and  temporary  help  fields,  Dictaphone 
was  becoming  too  diversified  for 
Gould  to  feel  comfortable  with.  "We 
want,"  says  Ylvisaker,  "to  stay  in  the 
basic  technologies  that  we're  in:  bat- 
teries, instruments  and  automotive-in- 
dustrial products."   ■ 
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Drama  at  sea: 
we're  out  to  put  a  stop  to  it. 


Merchant  ships  today  are 
faster  and  bigger.  And  there  are 
twice  as  many  of  them  as  just 
ten  years  ago. 

So  it's  no  wonder  more  of 
them  collide. 

At  Sperry  Rand  we're  work- 
ing to  change  all  that  with  a 
wide  range  of  new  collision 
avoidance  systems. 

The  simplest  is  an  in- 
expensive attachment  for  a 
standard  ship's  radar. 
With  it,  the  watch  officer 
can  create  a  visible  marker 
or  "time  fence"  around      Mi 
any  radar  echo  which 
appears  on  his  screen.  The 
marker  represents  the  time 
he  needs  to  maneuver 
out  of  danger.  Only 
when  an  echo  penetrates 
this  fence  does  the  vessel  it 
represents  pose  a  threat 

Once  set,  the 
system  auto- 
matically up- 
dates its  infor-  4 
mation,  so  a 
change  in  the 
course  of  an 
approaching 
vessel  is 
immediately 
•known. 

Our  more 
advanced 
Sperry  Rand 
systems  are 
computer- 
aided  and  supply  their  data 
in  a  form  which  simplifies 
making  a  decision.  Officers 
can  know  at  a  glance  the 
threat  posed  by  every  vessel 
and  shoal  in  their  ship's 
vicinity.  And  they're  shown 


Simulation  of  typical  threat 
assessment  radar  displa 

A.  Most  threatening  targ 
Echo  in  center  of  fence.  In 
cates  constant  be'  it 

B.  Second  most  threate' 
target.  Since  echo  is  to  side 
of  (ence,  bearing  is  changing. 
Most  likely  to  pass  to  port. 

C.  Behind  fence,  bearing 
changing.  Not  immediately 
dangerous. 


all  the  safe  courses  that  will  avoid  a  crunch. 
Because  we  make  them  in  such  a  broad 
range,  we  have  a  system  that  will  fit,  or  can  be 
tailored  to,  almost  any  class  or  kind  of  ship. 
They  can  even  extend  themselves  to 
help  a  ship  function  better  and  more  profit- 
ably by  working  at  such  chores  as  navigation, 
engine  room  automation,  shipboard  accounting, 
inventory  or  cargo  handling. 

We've  been  solving  transportation  prob- 
lems at  sea  for  more  than  60  years.  That  adds 
up  to  a  lot  of  seaworthy  experience.  Our  sea- 
going customers  have  learned  to  rely  on  it. 

What's  wrong  with  this  picture? 
Actually,  there's  nothing  wrong  unless  you 
think  it  strange  to  see  a  farmer  wearing  a  beret. 
But  then  again,  the  field  the  farmer  is  harvesting 
isn't  in  Iowa 
or  Texas,  but 
in  France.  Nor 
is  it  strange 
to  find  a  New 
Holland  harvester 
at  work.  Not 
in  France  or 
Sweden  or  The 
Netherlands  or 
many  other  countries 
,      around  the  world. 
We  manufacture 
farm  equipment  in 

five  countries  and  sell  it  in  seventy-five. 
It's  one  reason  why  we  consider  ourselves  multi- 
national. Another  is  that  today,  35%  of  our 
revenue  and  40%  of  our  profits  come  from 
overseas.  Because,  as  a  corporation,  we  look  to 
the  whole  free  world  for  markets,  production, 
finance  and  talent.  It's  proven  right  for  us. 

Sperry  Rand  is  a  multinational  corporation.  We 
manufacture  and  market  information  management 
systems;  industrial,  agricultural  and  mechanical 
equipment;  guidance  and  control  systems  and  con- 
sumer products  throughout  the  free  world.  Though 
you  may  know  us  by  our  trademarks,  New  Hol- 
land, Remington,  Remington  Rand,  Sperry,  Univac, 
Vickers;  think  of  us  as  Sperry  Rand.  We  do. 

Corporate  offices:  1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 


SPERRY  RAI\D 

Wait  till  you  see  what  we  do  tomorrow. 


„graTUuat.°ns' 

"f?oo%M.owe. 

^  .change 

time  «>y  * 

lime  by  •> 


465  to 


time  by  «^^^  — 


Saving 


Scale 


Measure  your  roll  towel 

and  find  out  how  much 

Fort  Howard 

can  save  you  in 

maintenance  costs. 


Prove  it  yourself.                              ^^^^^3  less  cnance  °*  a  run-out  between  refills.  And 

Here's  how  to  make                                         mi  fewer  stub  rolls  to  throw  away.  Any  way  you 

sure  your  roll  towels                                       W  look  at  it,  it  adds  up  to  a  lot  of  time  saving 

are  saving  you             A     ^     3              Wk  over  a  year, 

everything  they  can.                  "^     *%^  •'  It  works  with  tissue,  too. 

First,  get  a  brand                              ^    *■  You  can  do  the  same  thing  with  our  Billow® 

new  roll  towel  from  tissue.  This  2000  sheet  roll  cuts  normal  1000 

your  maintenance  man.  sheet  tissue  changing  time  in  half.  And  it  fits  a 

Then  measure  it  with  our  special  standard  dispenser. 

Saving  Scale.  Need  a  Saving  Scale? 

What's  it  worth  to  you.  Write  us  on  your  business  letterhead  and  we'll 

Let's  say  it  shows  you're  now  using  a  375  send  one  of  our  men  over  with  a  Sav- 

foot  roll.  That  means  with  a  simple  change  ing  Scale  just  for  you.  It'll  show 

to  our  625  foot  roll  towel  your  maintenance  you  how  your  present  roll 

man  won't  have  to  change  the  roll  as  often.  ^Miflllf           towel  measures  up.  And 

Only  60%  as  often  to  be  exact.  ^^^'           now  mucn  y°u  can  save 

That's  just  for  starters.  You'll  also  have  Q'-rrxz's        by  going  to  the  big  roll. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Bay, 

We  put  paper  to  work  for  you. 


Crucial 


THE  SHIELD.  That's  lead.  It  shields  us  from  our  environment, 
and  vice  versa. 

New,  exhaust-free  vehicles,  for  example,  are  powered  by  lead-acid 
batteries.  Asarco  research  scientists  are  working  with  battery 
manufacturers  in  the  development  of  more  efficient  batteries 
for  these  cars  of  the  future.  In  the  recent  Clean  Air  Car  Race 
an  electric  van,  sponsored  by  Asarco,  successfully  traveled 
the  3,600  miles  from  Boston  to  Pasadena. 

Lead  is  crucial  in  other  ways,  too.  As  the  basic  radiation  shield 
in  X-ray  equipment,  atomic  power  plants,  reactors.  As  a  shield  for 
underwater  electric  cables.  And  our  Acoustilead  is  the  ideal  shield 
against  noise  pollution  in  buildings  and  around  machinery. 

Asarco.  A  prime  mover  in  refined  lead,  lead  specialties 
and  lead  construction.  Plus  many  other  crucial 
materials  the  economy  depends  on. 


ASARCO         AMERICAN    SMELTING   AND    REFINING    COMPANY 


120  BROADWAY,  NEVA/  YORK,  N.Y.  IOOOS 


Won't  You  Come  Back,  John  Lewis? 

President  Nixon's  new  economic  policy  may  treat  the  symp- 
toms, says  Chairman  William  Wearly  of  Ingersoll-Rand,  but 
the  sickness  remains.  And  the  sickness  is  called  Labor. 


You  can  hardly  blame  William  L. 
Wearly.  chairman  of  Ingersoll-Rand 
Co.,  for  l>eing  an  all-out  supporter  of 
President  Nixon's  economic  program. 
After  spending  $250  million  over  the 
past  seven  years  to  expand  and  mod- 
ernize its  U.S.  plants,  the  giant  man- 
ufacturer of  capital  goods  finds  itself 
running  at  anywhere  from  70?  to  50? 
of  capacity  in  the  U.S.,  depending  on 
the  line.  Since  1967,  chiefly  because 
of  higher  prices,  I-R's  sales  have 
climbed  better  than  25?  (to  $766 
million).  Burdened  by  costly  product 
development,  however,  net  profits 
have  remained  flat;  in  fact,  they 
would  have  declined  considerably  had 
not  I-R's  foreign  plants  showed  stead- 
ily rising  earnings. 

Most  of  the  ills  that  Nixon  is  trying 
to  cure  are  ills  that  hit  I-R  especially 
hard:  foreign  competition;  soaring  la- 
bor costs  which  penalized  US  ex- 
ports; spreadimi  sickness  among  many 
of  the  big  industries  that  are  prime 
customers  for  I-R's  widely  diversified 
lines  of  tools,  machinery  and  indus- 
trial equipment. 

Chain  Reaction 

"We  people  who  supply  the  equip- 
ment and  tools  that  others  use  to  man- 
ufacture are  only  as  good  as  the  in- 
dustries we  supply,"  Wearly  says. 
"Now  the  minute  one  of  our  indus- 
tries falters,  all  of  its  satellite  sup- 
pliers start  to  go  into  decay.  The 
American  steel  industry  has  been  in 
a  decay  since  1950,  and  I  suspect  that 
has  caused  the  steel  equipment  boys 
to  fall  behind.  We're  a  supplier  of 
steel  equipment  and  we  have  fallen 
behind  in  it. 

"You  see,  those  steel  fellows  had 
the  big  strikes  after  World  War  II  and 
they  gave  fantastic  wage  increases, 
one  right  alter  another,  raising  the 
price  of  steel  each  time  and  making 
either  no  decisions  or  the  wrong  de- 
cisions on  capital  investment.  It  took 
foreign  industry  15  years  to  develop 
modem  mills  with  the  latest  tech- 
nology in  the  world,  but  they  did  it, 
and  they  have  half  our  labor  costs. 
Today  111  bet  you  the  American  steel 
industry  is  65?  to  70?  obsolete.  It 
would  cost  billions  to  make  it  com- 
petitive with  the  Japanese.  I  don't 
know  any  wax  we  can  revive  it.  And 
you  can  see  the  same  pattern  coming 
right  along  in  automobiles  and  elec- 
tronics. We're  already  out  of  a  lot  of 
the  production  parts  of  electronics, 
which  have  gone  to  Japan.  Now  that's 


why  we're  overseas,  and  that's  why,  if 
this  sort  of  thing  continues,  we'll  even- 
tually be  entirely  overseas." 

Ingersoll-Rand,  according  to  Wearly, 
is  gradually  being  squeezed  right  out 
of  the  country  almost  against  its  will. 
"Let  me  give  you  a  horrible  exam- 
ple," he  continues.  "We  sell  paving 
breakers  in  this  country  for  $550.  We 
can  make  the  same  machines  in  Brit- 
ain and  Germany  and  sell  them  at  the 
same  margins  for  $250.  Now  some 
s.o.b.s  are  buying  these  machines 
over  there,  bringing  them  back  and 
selling  them  here  for  $350.  So  we're 
going  to  have  to  quit  making  them 
here  if  this  continues." 

As  Wearly  sees  it,  U.S.  labor  is 
now  saying.  "I'm  all  right,  Jack,"  with 
the  same  ruinous  fervor  as  British  la- 
bor. "We  have  a  big  plant  that  used 
to  employ  4,200  at  Painted  Post, 
N.Y.,"  he  says.  "We  made  79  differ- 
ent models  there  that  were  quite 
different  in  work-rule  requirements. 
But  there  was  only  one  union  and  so 
they  evolved  one  set  of  work  rules 
that  are  wrong  for  everything  because 
they  are  a  compromise.  It  didn't  give 
us  an  efficient  plant  in  any  respect. 
Now  we've  built  two  plants  specifical- 
ly to  move  23  products  out  of  Painted 
Post  and  we've  gone  from  4,200  em- 
ployees there  down  to  1,900.  You 
would  think  that  they  would  begin 
to  get  the  picture  that  that  plant 
isn't  doing  well.  But  they're  just  as 
militant  as  ever  and  they  just  can't 
see  us  leaving  that  plant!" 

1  But  Bill  Wearly  is  not  about  to 
watch  his  company  being  exported 
without  a  fight.  He  hopes  that  orga- 
nized labor  (see  box,  p.  60)  can  be 
made  to  see  where  its  true  interests  lie. 

Two  of  organized  labor's  attitudes 
that  Wearly  hopes  to  change: 

The  investment  credit  ts  a  govern- 
ment subsidy  and  a  giveaway.  "Sure 
it's  a  subsidy,"  says  Wearly.  "But  al- 
most all  other  governments  have  a 
similar  and  much  higher  subsidy.  We 
can  go  to  Canada,  specifically  Que- 
bec, and  get  up  to  a  40%  subsidy 
for  building  a  new  plant  there.  In 
England  we  can  get  between  25? 
and  35?  for  putting  in  machine  tools 
and  expanding  plant,  depending  on 
the  location.  The  sad  part  of  it  is 
we're  treated  better  almost  every- 
where than  we  are  here.  We  need 
a  permanent  7%  subsidy  to  keep  U.S. 
industry  competitive  in  the  world." 

The  Domestic  International  Sales 
Corp.,  whose  export  profits  would  go 


John  L.  Lewis 

untaxed,  is  also  a  government  subsidy 
and  a  giveaway.  "Now  you've  got  to 
assume  that  when  you  lower  the  sales 
price  by  taking  out  the  tax,  you  have 
business  you  couldn't  otherwise  have 
gotten,"  says  Wearly.  "So  the  tax  that 
is  being  deferred  is  a  theoretical  tax 
anyway.  But  now  if  you  get  the  busi- 
ness, you  hire  more  workers  who  pay 
income  taxes  to  the  government  which 
it  wasn't  getting  before  and  you  cre- 
ate taxable  income  in  your  suppliers 
and  I  heir  workers  which  the  govern- 
ment wasn't  getting  before.  This  is 
exactly  what  the  Japanese  and  a  lot 
of  other  people  do.  Now  in  our  case 
this  would  mean  we  could  utilize 
some  of  our  unused  facilities  we  have 
here,  hire  more  people  and  put  off 
building  plants  overseas." 

Unlike  some  businessmen,  Wearly 
is  not  just  using  these  problems  as 
a  crutch,  an  excuse  for  poor  perfor- 
mance. Ingersoll-Rand  is  such  a  well- 
run  company  that  it  has  performed 
quite  well  in  spite  of  these  giant  prob- 
lems: Last  year  it  earned  better  than 
16%  on  stockholders'  equity,  a  good 
six  points  above  the  average  for  all 
U.S.  industry.  But  I-R's  return  has 
been  dropping,  and  Wearly  is  too 
good  a  businessman  not  to  worry 
about  declining  returns  in  the  face  of 
steadily  increasing  investment  and 
rising  debt  (up  from  $15  million  to 
$115  million  in  six  years). 

He  is  convinced  the  situation  will 
change  fast  for  I-R  if  the  Nixon  pro- 
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gram  gets  through  Congress.  "Next 
year  our  capital  expenditures  will  be 
down  to  around  $42  million  from  $50 
million  this  year.  With  our  capital 
spending  coming  to  fruition  just  about 
when  the  President's  spending  pro- 
gram is  taking  effect,  our  earnings 
should  go  up.  We're  in  a  position  to 


"The  reason  I  want  to  see  George 
Meany,"  says  Wearly,  who  plans  to 
pay  him  a  visit  soon,  "is  because  I 
remember  one  of  the  meetings  that 
George  Love  had  with  John  L. 
Lewis.  It  was  back  in  1954  and  I 
and  Alfred  Perlman  of  the  New 
York  Central  and  George  Love  of 
Consolidation  Coal  and  a  couple  of 
other  coal  operators  and  Phil 
Sporn  of  American  Electric  Power 
were  all  there  to  meet  with  Lewis. 
Now  John  Lewis  may  have  been 
an  s.o.b.,  but  he  was  a  great  man. 
He  got  up  and  said,  'Gentlemen, 
we're  going  to  make  the  American 
coal  industry  the  greatest  in  the 
world.  I  will  give  you  a  no-strike 
pledge  and  I  will  pledge  that  my 
workers  will  use  the  finest  equip- 
ment you  will  give  them— and  do  it 
without  featherbedding.  Mr.  Sporn, 


really  go  after  more  business  as  soon 
as  it  is  there." 

But  Bill  Wearly  sees  no  room  for 
easy  optimism.  "I  don't  think  America 
has  a  very  easy  solution  to  this  prob- 
lem," he  says.  "It's  going  to  be  very 
difficult  to  change.  There  are  indus- 
tries in  this  country  that  are  going  to 


7  Remember' 


if  you'll  build  coal-burning  power 
plants,'  he  said,  T  guarantee  that 
you'll  have  the  coal  to  burn  in 
them.'  And  he  said,  'Here's  my 
check  for  $50,000  to  kick  the  pro- 
gram off.  Now  the  rest  of  you  guys 
put  your  checks  down.'  And,  of 
course,  we  all  did." 

Employment  of  miners  in 
the  coal  industry  fell  precipi- 
tately following  mechanization— 
from'  442,000  after  World  War  II 
to  a  low  of  131,500.  But  Lewis 
kept  liis  pledges  until  he  died.  "You 
know  what  Lewis  said?"  asks 
Wearly.  "He  said,  'I  know  I've  got 
to  lose  some  coal  miners  in  doing 
this,  but  I'm  going  to  lose  them 
either  way  and  this  is  the  only  way 
my  industry  is  going  to  survive.  But 
the  miners  that  are  going  to  work 
are  going  to  be  the  best-paid  min- 


die  that  don't  need  to  die.  And  when 
they  die  their  satellite  industries- 
people  like  us— die  too.  It's  very  con- 
ceivable that  over  half  of  our  profits 
will  come  from  overseas  in  a  very 
few  years." 

Not,  however,  without  Bill  Wearly 
putting  up  a  helluva  fight.   ■ 


ers  in  the  world.'  " 

A  dedicated  free-enterpris- 
er, Wearly— perhaps  optimistically 
—hopes  for  similar  great  things 
from  an  eye-to-eye  talk  with 
George  Meany.  He  supports  the 
Nixon  program  because  he  feels  it 
will  put  U.S.  industry  on  a  more 
equal  footing  with  foreign  industry, 
but  he  feels  it  more  important  to 
have  direct  business-labor  talks. 

"Politicians  cannot  regulate  the 
people  that  elect  them  in  a  de- 
mocracy," he  says. 

"Now,  old  John  Lewis,  he  was 
powerful  enough  to  stand  that  kind 
of  heat.  And  I  think  Meany  at  77 
could  stand  it  too.  He's  one  of  the 
few  men  that  could  do  this.  If  he 
doesn't,  we're  going  to  have  happen 
just  what's  happened  to  British  in- 
dustry, which  has  lost  its  vitality." 


Vly  the  JfTendly$eas 

of  CfTiis-Ader 


It's  more  than  a  luxury  twin-hull  yacht— it's  a  way  of  life! 


i 


Two  hulls  cruise  smoother  than  one.  And  Cruis-Ader  proves  it. 
Beautifully. 

When  you  rev  up  Cruis-Ader's  two  big  engines  and  move  out 
from  the  dock,  you're  in  for  the  safest,  dryest,  most  stable  ride 
going.  You  have  full-view  visibility.  Top-notch  instruments. 
Great  built-in  features.  There's  an  optional  fly  bridge  and  sport 
deck,  too,  on  either  the  45-ft.  or  57-ft.  model.  ^ 

Inside,  your  family  and  friends  ride  in  «      jL 

quiet  luxury.  There's  more  headroom,  —^n?.M 


sleeping  convenience,  total  living  area.  Two  floor  plans  and 
three  handsome  decors  to  choose  from.  Each  includes  rich  wood 
paneling,  carpeting,  padded  wall  and  ceiling  covering,  opulent 
furnishings.  Cruis-Ader  has  excellent  accessways  and  stowage, 
too.  And  its  reinforced  fiberglass  construction  means  less 
maintenance.  You'll  want  more  facts.  So  see  your  dealer,  or 
write  Carn-Craft  Dept.  F  for  our  new 
Cruis-Ader  brochure. 
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-MJie  new  grass-roots  movement. 

It's  away  from  grass,  to  Astroturf* And  not  just 
on  the  playing  fields, where  our  first  battles  were  won. 
Monsanto's  Astroturf®is  now  being  used  for  land- 
scaping in  places  like  highway  median  strips,  service 
stations,  motels  and  restaurants.  Any  place  where 
a  good-looking  ground  cover  is  needed,  but  heavy 
wear  and  high  maintenance  costs  make  grass  lawns 
impractical. 

The  market  for  all  this?  We've  hardly  covered 
the  surface.  (Even  in  the  stadium  field,  with  more 
than  thirty  new  installations  last  year  alone). 

We  think  HBfy  the  time  will  come  when  grass 
on  a  median  strip  or  around  a 
gas  station  will  be  as  rare  as  silk 
gloves  in  a  grease  pit.  And  will 

seem  just  about 
as  practical. 


Please,  don't  get  us  wrong.  We  love  a  good 
grass  lawn  in  its  place. 

But  out  of  place,  grass  can't  take  the  place  of 
Astroturf,®  a  product  invented,  made  and  marketed 
exclusively  by  MOIlSantO: 

the  science 
company. 


FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  LANDSCAPING  PRODUCTS. 

WRITE  BOX  G5EBB8,  MONSANTO  COMPANY. 

800  N.  LINDBERGH  BLVD., 

ST.  LOUIS,  MO  63166 


"Monsanto's  Registered  Trademark 
for  its  Synthetic  Surfaces 
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The  Middleman 

He  doesn't  always  get  a  smaller  slice  of  the  pie. 


Genuine  Parts  Co.  of  Atlanta,  Ga. 
is  a  middleman,  an  independent  dis- 
tributor of  automobile  replacement 
parts.  It  buys  a  carburetor  or  a  brake 
lining  from  the  manufacturer  and  sells 
it  to  one  of  the  2,800  independent 
jobbers  it  services  across  the  U.S., 
who  in  turn  sells  it  to  your  friendly 
service  station,  which  installs  it  in 
your  car.  With  so  many  middlemen 
carving  up  the  pie,  it  stands  to  rea- 
son that  the  profit  margins  for  every- 
one would  be  rather  slim. 

But  they  aren't— at  least  not  for 
Genuine  Parts.  Not  only  have  its  sales 
risen  without  interruption  for  21  years 
in  a  row,  from  $19.8  million  in  1949 
to  $340  million  last  year,  but  its  prof- 
its have  also  gone  up  nonstop— from 
$2.7  million  in  1960  to  $13.3  million 
in  1970.  That  gave  Genuine  a  very 
un-middleman-like  4%  return  on  sales 
last  year  and  a  quite  handsome  18.1% 
return  on  stockholders'  equity. 

Unlike  middlemen  in  other  indus- 
tries, explains  GP's  52-year-old  Presi- 
dent Wilton  Looney,  Genuine  Parts 
has  some  powerful  advantages  going 
for  it.  In  a  strong  economy  more  peo- 
ple buy  cars,  thus  increasing  the  de- 


mand for  replacement  parts  to  service 
them.  In  a  recession,  car  owners  try  to 
make  the  old  buggy  last  a  little  lon- 
ger, which  also  tends  to  buoy  the 
sale  of  replacement  parts. 

Detroit  Umbrella 

What's  more,  Genuine  also  oper- 
ates under  a  price  umbrella  conve- 
niently erected  by  Detroit.  The  Big 
Three  automakers  set  the  prices  on 
parts  and  everybody  else  follows  suit. 
The  Big  Three's  prices  almost  always 
are  high.  The  automakers  cite  their 
overhead  costs  as  one  reason,  but  an- 
other is  that  it  is  easier  for  them  to 
raise  parts  prices  than  new  car  prices. 
Everyone  from  congressmen  to  con- 
sumers gets  upset  when  car  prices  go 
up,  so  Detroit  makes  up  the  differ- 
ence by  quietly  raising  parts  prices  at 
a  faster  rate.  For  example,  the  price  of 
comparably  equipped  Fords  rose  1.7% 
in  1970,  while  parts  sold  by  Ford's 
Autolite  division  went  up  3.8%,  more 
than  twice  as  much. 

Looney,  who  has  run  the  company 
since  1955,  has  taken  these  natural 
advantages  and  combined  them  with 
smart  management.  The  tendency  is 
for  a  company  to  become  top-heavy 
with  management  personnel  as  it 
grows  to  Genuine's  size.  But  in  Loo- 
ney's  Spartan  Atlanta  headquarters, 
located  atop  a  warehouse,  there  are 
only  23  people,  including  secretaries. 
The  rest  of  his  6,000  employees  are 
out  in  the  field,  most  of  them  calling 
on  those  2,800  jobbers. 

Looney  has  also  set  up  34  parts 
distribution  warehouses  around  the 
country,  plus  more  than  200  jobbing 
stores  of  his  own.  As  a  result,  he  can 
promise  quick  delivery  to  his  custom- 
ers—quicker, Looney  claims,  than  the 
automakers  can  promise  to  their  deal- 
ers. Hence  many  franchised  auto  deal- 
ers have  shifted  over  to  buying  some 
or  all  of  their  parts  from  independents 
like  Genuine. 

Can  future  growth  match   that  of 


the  past?  Looney  naturally  contends 
it  can.  "In  the  areas  where  we  pres- 
ently operate,  we  still  have  about 
1,800  sizable  towns  where  we  don't 
have  a  jobber,"  he  says.  "So  we've 
gof  -growth  potential  right  there.  In 
addition,  we  are  starting  new  distri- 
bution centers.  I  think  we  can  con- 
tinue to  grow  at  the  rate  of  10%  to 
12%  a  year." 

Some  clouds  are  gathering,  how- 
ever. As  Genuine  Parts  has  grown, 
the  Federal  Trade  Commission  has 
taken  a  keener  interest  in  its  affairs. 
The  FTC  has  never  actually  filed  a 
complaint,  but  it  has  repeatedly  asked 
for  information— which  Looney  could 
not  or  would  not  provide.  Recently 
the  FTC  went  to  court  to  force  Gen- 
uine to  supply  more  data,  but  was 
not  able  to  get  all  of  the  data  it 
wanted.  All  the  same,  Looney  feels 
the  FTC's  imposing  presence.  It  has 
made  him  leery  about  using  Genuine's 
generous  32-times-earnings  stock  mul- 
tiple and  low  debt  (just  $1.5  million) 
to  generate  additional  growth  by  mak- 
ing acquisitions. 

Foreign  Threat 

The  influx  of  foreign  cars,  which 
now  make  up  16%  of  U.S.  auto  sales, 
worries  Looney,  too.  "We  don't  know 
what  that  will  do  to  us,"  he  admits 
frankly.  Stocking  imported  parts  seems 
an  obvious  answer,  but  Looney  fears 
it  could  cut  into  his  hefty  profit  mar- 
gins. Nor  do  foreign  cars  have  the 
large  number  of  parts  that  most  Amer- 
ican models  have,  presenting  another 
threat  to  Genuine's  sales  growth. 

For  now,  though,  Looney— and  his 
stockholders— have  got  a  very  cozy 
setup.  A  $1,000  investment  in  Gen- 
uine Parts  common  back  in  1948  to- 
day is  worth  more  than  $65,000,  while 
even  an  investment  made  at  the  be- 
ginning of  1965  would  have  multi- 
plied threefold.  That's  not  so  bad  for 
an  outfit  that  has  to  settle  for  a  mid- 
dleman's cut.   ■ 


New  Cars  become 
old  cars,  and  thai 
suits  Genuine  Parts 
just  fine.  Its  parts 
business  is  growing 
because  the  number 
of  cars  in  use  that  are 
between  three  and 
ten  years  old  has 
jumped  from  38  mil- 
lion in  1960  to  more 
than  60  million  today. 
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FORBES,   OCTOBER    1,    1971 


An  up-close  searching  look  at  the  companies 
at  the  top  and  how  they  stay  there 


Forbes 

24th  Annual  Report 
on  American  Industry 

January  1,1972 


What  the  forthcoming  FORBES  24th  Annual  Report  on 
American  Industry  will  reveal,  basically,  is  just  how 
good  America's  leading  corporations  are.  It  will  report 
on  more  than  700  top  companies.  It  will  answer  such 
questions  as:  Who's  moving  ahead  in  American  busi- 
ness? Who's  marking  time?  Who's  trailing  behind?  And 
WHY? 

Behind  all  these  questions  is  an  even  more  urgent 
one:  How  efficiently  is  a  company  being  operated  by 
its  top  management?  To  answer  this,  the  FORBES 
Annual  Report  Issue  will  inspect  the  three  character- 
istics that  are  most  relevant— a  company's  profitabil- 
ity, its  earnings  growth,  and  its  gain  or  loss  in  stock 
market  value.  It  takes  a  consideration  of  all'three  to 
get  to  the  truth  about  the  quality  of  management. 

FORBES  considers  these  three  characteristics  over  a 
five-year  period,  so  that  the  peaks  and  the  troughs  of 
good  years  and  bad  years  will  average  out  and  what 
remains  will  be  the  long-run  trend.  But  we're  inter- 
ested in  the  short  run  too.  We've  got  to  be,  in  an  age 
when  the  entire  structure  of  a  corporation  can  change 
almost  overnight.  So  the  January  1  issue  will  also 
rank  companies  by  their  profitability  in  the  short  run 
of  the  past  year. 

Our  Annual  Report  Issues  are  comparative  studies. 
The  performance  of  each  company  is  compared  to  the 
performance  of  every  other  and  ranked  accordingly. 
Those  three  reliable  measuring  scales  — profitability, 
sales  growth,  and  stock  market  value  —  evaluate  the 
three  company  characteristics  that  count  most  with 
top  management  men  and  investors  alike. 


Industries  are  compared  too.  The  issue  will  report  on 
more  than  25  of  them.  It  will  rank  the  leading  com- 
panies in  each.  And  it  will  move  in  for  an  up-close 
study  of  each  industry,  utilizing  all  the  business  in- 
sight and  expertise  that  FORBES  editors  have  at  their 
command. 

This  special  FORBES  issue  offers  a  superb  showcase 
for  the  advertising  message  of  any  company  intent  on 
getting  the  attention  of  top  management.  It  is  a  fact 
that  seven  out  of  ten  top  management  men  in  the 
country's  biggest  corporations  read  FORBES  regularly. 
This  was  the  conclusion  of  a  series  of  surveys  of  top 
management  conducted  by  the  leading  research  firm 
of  Erdos  and  Morgan  over  the  past  few  years. 

Any  ad  appearing  in  this  issue  will  draw  a  fat  bonus  in 
extra  readership.  Because  top  management  men  read 
the  Annual  Report  Issue  not  once  but  many  times. 
They  refer  to  it  frequently  throughout  the  year,  as  an 
indispensable  guide  to  the  status  and  progress  of 
major  U.S.  corporations. 

Plan  now  to  be  present  and  accounted  for  in  the 
FORBES  24th  Annual  Report  on  American  Industry. 
It  will  be  one  of  the  major  FORBES  publishing  events 
of  1972.  And  the  one  place  where  your  first  company 
message  of  72  will  be  seen  and  read— time  and  again 
—by  the  men  who  own  and  run  American  business. 

The  date  of  the  issue  is  January  1,  1972.  Closing  date 
for  4-color  advertising  is  November  19,  1971.  Closing 
date  for  black-and-white  and  2-color  is  December  3. 


Forbes:  capitalist  tool 
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Auto  Components: 
oarts  for  America's  carsL 

There  are  over  200  million 
reasons  why  Tenneco  has 
grown  so  fast. 

You're  one  of  them. 


Directly  or  indirectly,  through  its  products  and  services, 
Tenneco  serves  just  about  every  man,  woman  and 
child  in  this  nation. 

That's  a  lot  of  people.  But  then  again  Tenneco 
is  a  lot  of  company.  In  just  27  years  we  have  grown 
to  over  $4.3  billion  in  assets.  And  to  over$2.5  billion 
in  annual  sales 

But,  of  course,  it's  not  size.  It's  scope. 
Consider  some  of  the  ways  we  serve  the  diverse  needs 
of  Americans: 

Shipbuilding:  Our  Newport  News  Shipbuilding, 
in  addition  to  being  the  world's  largest  private 
shipbuilder,  repairs  and  services  what  it  builds.  It's 
one  of  the  few  yards  in  America  that  can  drydock  a 
fully  loaded  container  ship  without  having  to  unload  any 
of  the  containers.  Result:  speedier  repair  schedules, 
lower  repair  costs. 

Construction/  Farm  Equipment:  Our  J.  I.  Case 
Company  makes  tractors  and  equipment  to  handle 
everything  from  garden  work  to  giant  construction.  Our 
lines  include  minis  (Davis),  midis  (Case),  maxis  (Drott). 

Chemicals:  Our  Tenneco  Chemicals  group 
supplies  inks  in  all  colors  and  kinds  for  printing 
America's  newspapers  and  magazines.  In  addition, 
we're  a  major  producer  of  colors  for  fashion  fabrics, 
plastics,  paints,  shoes,  luggage,  upholstery,  draperies, 
even  metals.  Recent  addition:  the  industry's  most 
complete  line  of  non-fade  colors  for  polyesters. 

Pipelining:  Our  Tennessee  Gas  Transmission 
system  supplies  utilities  with  pollution-free  natural 
gas  for  cooking,  heating,  air  conditioning,  even  the 
production  of  electricity.  Our  1 5,290-mile  network  is 
the  world's  largest. 

Agriculture/  Land  Development:  Our 
Heggblade-Marguleas-Tenneco  agricultural  company       BUILDING  BUSINESSES  IS  OUR  BUSINESS.    {TENNECO 

Tenneco 


grows  and  markets  dates,  grapes,  oranges,  asparagus, 
peaches,  plums,  almonds  and  many  other  fruits  and 
vegetables  for  America's  tables.  This  includes  a 
premium  line  of  nature-ripened  fruits  and  vegetables 
packed  and  sold  underthe  Sun  Giant'9  name. 

Packaging:  Our  Packaging  Corporation  of 
America  makes  billions  of  cartons  and  containers 
for  every  type  of  product  in  America.  We've  set  up 
systems  for  packaging  detergents,  soups,  flour,  pianos, 
syrups,  refrigerators,  even  goldfish. 

Oil:  Our  Tenneco  Oil  Company  is  expanding  an 
unusual  and  successful  chain  of  convenience  centers 
throughout  the  South  and  Southeast.  In  addition  to 
quality  Tenneco  petroleum  products,  these  one-stop 
centers  offer  2600  items— everything  from  soup  to 
sandwich  meats  to  shampoo  to  magazines. 

Auto  Components:  Our  Walker  Manufacturing 
Company  serves  over  1 50,000  garages  and  service 
stations  through  national  distribution  networks.  We  have 
the  first  computerized  nationwide  automatic  reordering 
system  in  the  business.  Result:  the  right  exhaust 
systems,  mufflers  and  pipes  are  quickly  available 
through  your  dependable  neighborhood  serviceman 

All  these  examples  go  to  show  that  Tenneco 
is  constantly  looking  for— and  finding— new  ways 
to  serve  a  growing  America.  And  serving  a  growing 
America  means  a  growing  Tenneco. 

A  new  30-minute  color  film  shows  how 
Tenneco  serves  Americans.  It's  entitled 
"Tenneco  and  the  200  Million."  It  you'd 
like  to  know  more  about  us,  we'll  be 
glad  to  loan  you  a  16-mm.  print 
at  no  cost.  Write:  Section  F-1, 
Public  Relations  Department,  Tenneco  Inc., 
P.O.  Box  2511,  Houston,  Texas  77001 . 


Full-Time  Job 


Bob  Grant  has  had  a  harder  time  with  American  Bakeries  than 
he  expected.  But  real  change— not  financial  baloney— takes  time. 


When  Robert  Grant  set  up  his  Provi- 
dence, R.I.  investment  capital  com- 
pany in  1969,  he  expected  lots  of 
action.  Little  did  he  think  that  Chi- 
cago's American  Bakeries  would  be 
his  only  major  investment  in  two 
years.  He  had  committed  only  $2.5 
million  of  his  $6.5  million  in  capital 
to  it,  and  so  there  was  plenty  of  mon- 
ey for  additional  commitments.  But 
Grant  found  there  simply  weren't 
enough  hours  in  the  day. 

"It  was  a  miscalculation,"  concedes 
Grant,  a  former  Textron  group  vice 
president  who  brings  both  capital  and 
management  to  his  ventures.  "Ameri- 
can Bakeries  is  taking  more  time  and 
work,  day-to-day  dog  work,  than  we 
thought." 

Grant  makes  no  bones  about  his 
goal.  It  is  to  improve  earnings  and 
prospects  to  a  point  where  he  and 
his  partners  can  sell  out  at  a  fat  prof- 
it to  someone  else.  He  insists  that  he 
will  accomplish  this  through  hard 
work  and  fundamental  realignment, 
not  through  romancing  financial  an- 
alysts and  issuing  Chinese  paper. 

Grant  is  having  a  hard  time,  but 
he  still  feels  that  his  efforts  will  be 
rewarded.  His  co-investors— they  in- 
clude Connecticut  General  Life,  some 
Chemical  Bank  pension  funds,  a  Prov- 
idence bank  and  several  other  institu- 
tions—are behind  him.  "We're  going 
to  make  all  the  money  anyone  needs," 
says  Grant.  "I  think  our  partners  will 
get  back  300%  to  400%  without  a  sig- 
nificant risk,  so  I  don't  think  you  have 
to  go  off  on  a  lot  of  different  things. 
I'm  not  a  Jim  Ling." 

American  Bakeries,  says  Grant,  was 
the  answer  to  a  venture  capitalist's 
prayers.  Control  was  cheap.  Grant  got 
control  in  1969  by  paying  $25  each 
for  100,000  preferred  shares  convert- 
ible into  200.000  common.  He  also  got 
warrants  on  another  100,000  common 
for  "virtually  nothing."  Thus  for 
$2.5  million  he  got,  in  effect,  more 
than  $5  million  in  book  value  and  13% 
of  the  company. 

Of  course,  AB  was  definitely  in 
trouble.  When  Grant  took  over,  it 
had  just  posted  a  $3.2-inillion  loss 
on  $311-million  sales.  Working  capi- 
tal was  only  $12.5  million,  cash  down 
t  )  nothing,  and  the  company  was  cl  si- 
lo defaulting  on  its  debt  payments. 
Sales  had  risen  only  $1  million  the 
preceding  year,  mainly  because  the 
route  salesmen,  the  heart  ol  a  baking 
company,  had  become  demoralized. 
The  new  salesmen  were  in  need  of 
leadership  and  training,  not  to  men- 


Bob  Grant  doesn't  spend  all 
his  time  slaving  at  American 
Bakeries.  He  recently  went 
with  some  of  the  U.S.  astro- 
nauts on  a  safari  to  Africa. 


tion  some  products  that  had  higher 
margins  than  bread. 

On  the  production  side,  two-thirds 
of  AB's  47  plants  were  in  the  red. 
There  were  no  plant-by-plant  bud- 
gets, so  plant  managers  got  no  incen- 
tive pay  for  running  profitably.  They 
had  no  control  of  even  the  smallest 
capital  outlays.  In  short,  says  Grant, 
"No  one  was  minding  the  store." 

The  changes  that  Grant  quickly  in- 
stituted included  weekly  profit-and- 
loss  statements,  new  procedures  for 
capital  outlays,  better  monitoring  of 
advertising  results.  L.  Arthur  Cush- 
man  Jr.,  son  of  the  founder,  became 
chairman  and  president  and  Grant 
became  chairman  of  the  executive 
committee.  Grant's  own  staff  also 
made  a  practice  ol  continually  visit- 
ing the  plants.  "Our  contribution,"  he 
says,  "has  not  been  genius  or  innova- 
tion,   just     good     business    controls." 


American  Bakeries  moved  marginally 
into  the  black  by  the  end  of  1970, 
when  "it  reported  $2.4-million  earn- 
ings (81  cents  a  share)  on  a  minus- 
cule sales  rise  to  $314  million. 

Nexr? 

Grant  has  delivered  on  Phase  One 
of  his  program:  American  Bakeries  is 
profitable,  if  not  by  much.  Phase 
Two,  to  earn  a  6%  pretax  return  on 
sales,  will  be  harder.  The  going  al- 
ready is  getting  tougher:  AB  earned 
29  cents  a  share  in  this  year's  first 
half,  up  only  slightly  from  26  cents 
in  the  same  period  of  1970.  All  but 
one  of  AB's  plants  have  had  to  grant 
wage  increases  in  the  past  eight 
months,  but  only  12  have  had  price 
increases  (the  West  Coast  plants  got 
caught  in  Nixon's  price  freeze).  "This 
is  going  to  slow  us  down  the  rest  of 
the  year,"  admits  Grant,  though  he 
still  predicts  a  7%  to  8%  sales  gain. 

In  an  operating  sense,  Grant  and 
Cushman  still  have  plenty  of  work  to 
do.  For  example,  the  company's  4,500 
route  men  should  be  accounting  for 
an  average  $1,600  of  sales  per  week 
rather  than  the  present  $1,400,  which 
would  mean  close  to  $50  million  a 
year  in  added  sales.  The  company  al- 
so needs  a  better  foothold  in  high- 
margin  specialty  foods.  It  is  negotiat- 
ing for  a  $6-million-sales  maraschino 
cherry  and  glace  fruit  company  in 
Oregon,  and  more  acquisitions  can 
be  expected. 

A  rough  measure  of  how  far  Ameri- 
can Bakeries  has  to  travel,  in  order  to 
meet  Grant's  investment  goals,  is  to 
be  seen  in  the  stock  price.  AB  com- 
mon recently  sold  just  below  15, 
down  from  a  high  of  25  earlier  in  the 
year.  It  must  rise  into  the  high  30s 
before  Grant  Associates  and  its  fel- 
low investors  can  quadruple  their  in- 
vestment as  planned.  Assuming  a  15 
times  multiple,  this  would  demand 
earnings  of  around  $2.50  a  share  or 
better— which  is  more  than  double  the 
present  level. 

Perhaps  the  most  encouraging 
thing  about  the  company's  current 
situation  is  the  realism  with  which 
Bob  Grant  views  it.  "We  are  still  not 
a  well-run  company,"  he  says.  "You 
don't  come  into  a  company  this  size 
and  have  everything  fixed  up  in  a 
year.  When  it's  well  run,  we'll  have 
a  vehicle  with  which  we  can  do  inter- 
esting things.  But  they're  only  going 
to  happen  if  we're  smart  enough,  or 
lucky  enough,  and  they  may  not  hap- 
pen at  all."  ■ 
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By  1980  almost  seven  out  often 
American  workers  will  be  providing 

SerVlCeS.   -U.S.Dept.  of  Labor. 


That's  what  we  felt  10  years 
ago.  That's  why  we  designed 
Transamerica  the  way  we  did. 

You  can  borrow  from  us. 
(Pacific  Finance) 

Protect  yourself  with  us.  (Occi- 
dental Life  of  California) 

Fly  us.  (Trans  International 
Airlines) 

Be  entertained  by  us.  (United 
Artists) 

Drive  us. (Budget  Rent-A-Car) 

Be  moved  by  us.(Lyon  Van  8C 
Storage) 

These  and  30  other  subsidi- 
aries make  Transamerica  Trans- 
america. A  service  company  by 
design. 


Transamerica  Corporation 


At  your  service. 


©  1971  Transamerica  Corporation,  San  Francisco. 


Faces  Behind  the  Figures 


Making  It  Official 

Phillip  A.  Loomis  Jr.,  general 
counsel  to  the  five-man  Securities 
&  Exchange  Commission  for  the 
past  eight  years,  used  to  be  known 
as  "the  sixth  commissioner."  Now 
he  has  moved  his  office  up  to  the 
next  floor  and  has  become  the 
newest  full-fledged  commissioner 
in  new  Chairman  William  J.  Cas- 
ey's activist  SEC. 

"We're  really  racing  the  clock," 
says  Loomis.  "Either  we  direct  the 
changes  that  are  occurring  in  the 
industry  or  they  will  happen  with- 
out us."  Obviously,  the  established 
stock  exchanges  are  lobbying  for 
their  own  special  set  of  rules  to 
play  by  in  the  future. 

For  openers,  Loomis  plans  a 
bombshell  for  the  SEC  hearings 
beginning  this  month  on  how  the 
brokerage  business  should  be  con- 
ducted. He  plans  to  question  noth- 
ing less  than  the  basic  concept  of 
self-regulation  that  the  securities 
industry  has  operated  under  for  a 
generation.  He  has  sympathy  for 
some  critics  who  wonder  about 
how    effective    self-regulation    has 


been  when  scores  of  brokerage 
houses  have  gone  bankrupt  or 
have  been  forced  to  merge  while 
some  "regulated"  specialists  on 
the  Big  Board  were  making  over 
100%  annually  on  their  capital. 

"Self-regulation  may  be  a  lux- 
ury," he  says.  "When  things  are 
changing  as  rapidly  as  they  are 
and  when  the  public  and  private 
interests  diverge,  then  self-regula- 
tion needs  closer  supervision,  and 
that  means  us."  Specifically,  he 
wants  the  SEC's  power  extended 
over  exchange  membership  rules, 
not  so  much  to  settle  the  institu- 
tional membership  issue  as  to  en- 
able the  Commission  to  exert  clos- 
er control  over  the  makeup  of  ex- 
change membership  standards  and 
directorships. 

Loomis  concedes  that  the  SEC 
in  the  past  "has  had  more  power 
on  its  books  in  a  number  of  areas 
than  we've  actually  used"— for  ex- 
ample, the  SEC  didn't  police  the 
financial  solvency  of  broker-dealers 
as  well  as  it  should  have.  But  he  as- 
serts that  many  of  the  policing 
functions  of  the  agency  can  be  im- 
proved   by   reordering   procedures 


Loomis  of  the  SEC 


that  are  used  by  the  SEC's  staff. 

At  56,  Phil  Loomis  is  the  first 
SEC  staff  member  to  be  elevated 
to  a  commission  seat  since  former 
Chairman  Manuel  F.  Cohen  took 
the  .same  path  in  1961.  A  graying, 
affable  man  who  began  his  SEC  ca- 
reer with  the  trading  and  mar- 
kets section  and  eventually  became 
its  director,  Loomis  has  stayed 
aloof  from  most  of  the  fratricidal 
skirmishes  that  erupt  among  the 
government  agency  divisions.  His 
reputation  as  a  meticulous  legal 
analyst  also  adds  to  his  stature 
among  the  staff;  earlier  this  year, 
the  Federal  Bar  Association  cited 
him  as  the  outstanding  federal  ca- 
reer lawyer. 

"We  do  face  the  problem  that 
we  won't  be  able  to  add  to  our 
staff  any  time  soon,  what  with  the 
budget  restrictions  now,  so  some 
reordering  will  have  to  come,"  he 
says.  "I  want  to  get  out  and  look 
at  the  regional  offices  and  look  into 
corporation  finance  and  trading  and 
markets  and  just  study  how  policy 
recommendations  are  formed." 

Loomis  is  already  working  on  a 
list  of  questions  for  the  upcoming 
hearings.  He  calls  them  his  "what 
ifs"— "What  if,  for  example,  steps 
were  taken  to  end  the  system  that 
mutual  fund  brokerages  use  to 
subsidize  sales— the  reciprocal  busi- 
ness thing,"  he  asks.  "And  what  if 
institutional  membership  is  per- 
mitted on  the  NYSE?  And  then 
you  have  the  Big  Board  complain- 
ing that  it  is  more  strictly  regulat- 
ed than  the  regional  exchanges  or 
the  third  market." 

Loomis  takes  a  dim  view  of  the 
Big  Board's  performance  during 
the  stock  market  crisis  of  the  past 
two  years.  "We  thought  the  es- 
tablishment would  exert  a  greater 
influence  than  they  did;  but  there 
was  a  tendency  to  'work  things 
out,'  to  avoid  dipping  into  the 
trust  funds,"  he  says.  The  recent 
NYSE-sponsored  study  of  the  in- 
dustry by  William  McC.  Martin 
increased  Loomis'  skepticism. 

"The  trouble  with  the  Martin  re- 
port is  that  it  doesn't  come  to  grips 
with  the  fact  that  the  NYSE  can 
no  longer  function  as  it  did  when 
he  was  president  of  it,"  the  new 
commissioner  says.  "Changes  have 
to  be  made." 

Of  course  some  injured  small  in- 
vestors would  say  the  same  about 
the  SEC's  performance  in  the  re- 
cent past.  ■ 
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The  French  Plan 

Question:  With  demand  soaring 
and  supplies  limited,  who  would 
dare  to  offer  a  sour  grape  about 
the  recent  stock  market  glamour  of 
U.S.  vineyards? 

Answer:  Alain  Chevalier,  a  40- 
year-old  former  French  steel  com- 
pany executive  who  now  heads 
Moet-Hennessy .  the  recent  out- 
come of  a  merger  between  the  cen- 
turies-old Moet  et  Chandon  cham- 
pagne producers  and  centuries-old 
Hennessy  brandy. 

The  French?  How  can  their  S9-a- 
bottle  bubbly  possibly  compete 
with  the  $2-  and  $3-a-bottle  home- 
grown? And  what  about  the  im- 
port surcharge? 

Said  Chevalier,  over  a  glass  of 
the  good  stuff  in  his  Paris  office: 
"We  sell  our  champagne  to  New 
York  for  $2.50  a  bottle,  too.  So  the 
surcharge  amounts  to  only  about 
2Ji  cents.  The  rest  of  that  $9  comes 
from  wholesalers*  and  retailers' 
markup." 


Chevalier  of  Moet-Hennessy 


But  Chevalier  has  a  plan  to  com- 
pete in  price  too.  "We  believe  Aus- 
tralia to  be  the  vineyard  of  the 
future  for  the  booming  Asian  and 
U.S.  market,"  says  Chevalier  with 
a  sly  smile.  Besides  taking  an  active 
interest  in  Australia,  Chevalier  will 
test-market  his  first  batch  of  bub- 


bly from  his  Argentinian  vineyard 
in  California  next  year. 

Who  says  tradition  means  Rip 
Van  Winkle-ism?  And  some  U.S. 
investors  in  wine  stocks  must  be 
encouraged  by  Chevalier's  words: 
Between  10%  and  15%  of  Moet- 
Hennessy  stock  is  U.S.  held.  ■ 


The  Cray  Fox  Rides  Again 

1  in  sii;\ted  because  you  were 
passed  over  for  the  chief  execu- 
tive's slot  or  because  you  were  fired 
when  you  just  didn't  hit  it  off  with 
the  controlling  stockholder?  Never 
fear.  There  may  be  a  troubled  Ohio 
company  in  your  future  that  will 
invite  you  to  chart  its  salvation. 

In  April  there  was  Semon  (Bun- 
kie)  Knudsen.  passed  over  at  Gen- 
eral Motors,  fired  as  chief  executive 
of  Ford,  who  was  imported  by  the 
board  of  Cleveland's  ailing  White 
Motor.  Now  another  old  buckeye 
company,  Akron's  B.F.  Goodrich, 
has  followed  suit. 

On  Oct.  1,  O.  (for  Orlando) 
Pendleton  Thomas,  57,  became 
Goodrich's  chief  executive,  replac- 
ing Ward  Keener,  63,  who  moves 
up  to  board  chairman.  Thomas  lost 
the  top  spot  at  Sinclair  Oil  when 
Sinclair  had  to  merge  with  Atlantic 
Richfield  in  1969  to  escape  the 
grasp  of  Gulf  &  Western  Indus- 
tries. After  less  than  a  year  in  Sin- 
clair's top  spot,  Thomas  found  him- 
self Atlantic  Richfield's  executive 
committee  chairman.  The  job  paid 
well:  $183,000  with  a  pension  at 
retirement  of  over  $87,000  annual- 
ly. But  it  wasn't  the  same  thing 
as  being  the  boss. 

"I  leave  with  mixed  emotions," 


Thomas  of  Goodrich 


says  Thomas.  "I've  spent  all  my 
working  life  in  the  oil  industry  and 
I  was  very  well  pleased  and  satis- 
fied with  my  job  at  Atlantic  Rich- 
field. But  I  know  several  members 
of  the  Goodrich  board  who  were 
on  the  Kraftco  board  with  me— 
Gordon  Edwards,  Kraftco's  chair- 
man, Barry  Leithead,  chairman  of 
Cluett,  Peabody,  and  John  Wein- 
berg of  Goldman,  Sachs.  They 
broached  the  subject,  and  I'm  very 
pleased  indeed  to  have  been  given 
the  opportunity." 

It  will  certainly  be  a  challenging 
opportunity.  Goodrich,  the  least 
profitable  of  Akron's  Big  Four  tire 
companies,  was  clobbered  by 
strikes  last  year  at  its  own  plants, 
at  truckers'  facilities,  and  at  GM, 
its  major  customer.  It  had  spent 
lavishly  to  fight  off  a  takeover  at- 
tempt by  Ben  Heineman's  North- 
west Industries.  And  it  has  invested 
heavily  in  radial  tires  when  belted 
bias  tires  have  captured  the  cream 
of  the  market.  Result:  Last  year's 
earnings  of  $12.3  million  on  sales 
of  $1.2  billion  were  a  fourth  of 
1968  earnings. 

Can  "the  Gray  Fox,"  as  he  is 
called  by  some,  engineer  a  lasting 
turnaround  at  B.F.  Goodrich  and 
elude  Heineman,  who  still  sits  with 
16%  of  the  stock?  "Call  me  late 
next  spring,"  Thomas  says.  ■ 
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The  new  Xerox  400 


His  reason: 
solid  and  halftone  reproduction. 

The  Sales  Manager  can  rely 
on  the  4000  to  give  as  good  as  it 
receives.  Even  hard-to-copy  charts, 
graphs  and  photographs  come  out 
letter-perfect.  So  the  4000  puts 
more  life  into  presentations  and 
more  sell  into  the  sales  message. 


His  reason: 
push-button  paper  selection. 

In  the  Legal  Department,  they 
submit  that  the  4000  is  an  open- 
and-shut  case  of  convenience.  In- 
stead of  somebody  having  to 
change  the  paper,  the  paper 
changes  itself— from  memo  size  to 
legal  size.  With  push-button  ease. 


His  reason: 
automatic,  two-sided  copying. 

Cost-conscious  Account, 
can  count  on  this  unique  feat 
By  combining  two  sheets  of  p; 
onto  one,  it  cuts  up  to  half  j 
paper  costs  and  file  space, 
lowering  mailing  costs.  And,  ur 
any  other  copier,  the  new  XI 
4000  does  it  all  automatically. 


»EBOX   IS   *   HtSl^TCKO   T»*CfM»»*   CT   «C*UR   t  UftPUttTlON.   4000  IS  A  T»*0CM*HK   OF    » 


.  (  ORPOMYlON 


le  copier  for  all  reasons 


•eason: 

less  and  quietness. 

:e  Managers  have  a  warm 
le  4000  because  they  can 
just  about  any  spot.  So  it 
ork  right  where  the  work 
r  reason  for  their  loud 
operates   barely  above 


His  reason: 
clean,  sharp  copies. 

Upper  Management  types 
give  an  executive  nod  to  our  copy 
quality.  And  they  can  expect  these 
results  on  letterheads,  pre-printed 
forms  or  colored  stock.  Because 
the  4000  uses  cut  sheets  of  ordi- 
nary, unsensitized  paper. 


Her  reason: 
copying  speed. 

Gal  Fridays  breathe  a  lot 
easier  when  they  see  how  fast  the 
4000  delivers  a  copy:  in  less  than 
7  seconds.  This  means  she's  back 
at  her  desk  before  new  work  piles 
up  and  up  and... 


Xerox  4000  is  the  first  of  a  new  generation  of  Xerox 
It  offers  features  not  found  on  any  other  copiers.  Which 
happy  point.  The  Xerox  4000  is  the  one-of-a-kind  con- 
copier  for  all  kinds  of  reasons. 


XEROX, 


Faces  Behind  the  Figures 


1ST 


Johnson  of  Financial  Federation 


Circular  Progress 

How  do  you  measure  corporate 
progress?  By  size?  Los  Angeles' 
Financial  Federation,  Inc.  certain- 
ly has  made  that  kind  of  progress 
since  Edward  L.  Johnson,  a  for- 
mer savings  &  loan  executive,  be- 
came its  president  in  1959.  The  as- 
sets in  1959  of  Fin  Fed's  11  S&L 
associations  totaled  $272  million. 
Today  their  assets  are  $1.1  billion. 
Twelve-year  gain:  330%. 

Or  do  you  measure  progress  by, 
say,  earnings?  That's  different.  Fin 
Fed  earned  $1.81  a  share  in  1959, 
Johnson's  first  year.  Last  year  it 
lost  67  cents  a  share. 

Stock  price?  Fin  Fed  ran  up  to 
918  a  share  in  1961.  Recently:  18. 

Financial  Federation  was  a  fine 
example  of  what  can  happen  when 
management,  carried  away  by  vi- 
sions of  glory,  gets  out  of  touch  with 
reality.  Apparently  believing  that 
California  would  go  on  growing  for- 
ever and  without  pause,  Johnson: 

•  Went  into  real  estate  on  a  big 
scale,  stockpiling  land  for  contrac- 
tors and  even  building  its  own  $6- 


million  luxury  development.  But  the 
market  dried  up,  contractors  went 
out  of  business,  and  Fin  Fed  was 
stuck  with  lots  of  land. 

•  Advertised  aggressively  for  out- 
of-state  money  to  the  point  where 
non-California  deposits  accounted 
for  38%  of  Fin  Fed's  assets.  But 
the  flow  reversed  itself  when  out- 
of-state  depositors  found  they  could 
do  much  better  than  5%  by  buying 
Treasury  notes  and  such  at  home. 
Fin  Fed  ran  short  of  money  and 
had  to  borrow  at  7%  and  8%  from 
the  Home  Loan  Bank. 

•  Suffered  along  with  the  rest  of 
the  S&Ls  when  aerospace  cutbacks 
and  other  economic  misfortunes 
led  to  waves  of  foreclosures. 

After  1965,  Fin  Fed  had  only 
one  black-ink  year,  1969,  and  that 
was  only  marginally  profitable. 

Johnson,  at  60,  thinks  he  is  out 
of  the  woods  now.  "We're  $1.4  mil- 
lion in  the  black  for  the  first  half 
of  1971,"  he  says.  "This  is  our  ex- 
citing new  look."  The  exciting  new 
look  consists  in  undoing  practically 
everything  he  spent  his  first 
years  doing:  That's  progress?  ■ 


Stiff  Upper  Lip 
(Antitrust  Division) 

"I  foucht  for  a  living,  and  when 
that  was  assured,  I  fought  for  a 
fortune.  When  fortune  came,  I 
fought  against  the  forces  of  mo- 
nopoly." So  said  the  late  Jesse  Boot, 
founder  of  Britain's  Boots  Co.  So 
hard  did  Boot  fight  that  his  chain 
of  drugstores  (called  chemist's 
shops  in  Britain)  has  become  some- 
thing of  a  monopoly  itself.  With 
$651-million-sales  and  1,600  out- 
lets, Boots  is  relatively  as  big  as 
A&P  in  the  U.S. 

And  Boots  is  still  expanding.  Re- 
cently it  bought  out  the  600  stores 
of  its  nearest  competitor,  turned 
300  of  them  into  Roots  chemist's 
shops,  closed  100  and  is  convert- 
ing 200  into  housewares  stores. 
Boots'  biggest  surviving  competitor 
is  a  tenth  its  size,  and  the  number 
of  independent  chemists  is  shrink- 
ing steadily.  Britain's  supermarket 
and  discount  houses  would  love  to 
sell  pharmaceuticals  and  patent 
medicines,  but  British  law  allows 
price-fixing  on  many  proprietary 
items  by  the  pharmaceutical  man- 
ufacturers (of  which  Boots  is  one), 
so  that  rules  out  price-cutting 

Does  Boots'  Chairman  Willough- 


by  Norman  feel  his  company  could 
learn  anything  from  U.S.  business 
consultants  or  advisers?  Norman, 
son-in-law  of  the  founder's  son, 
wanted  to  make  one  thing  very 
clear  to  a  Forbes  reporter:  "Never 
a  week  goes  by,"  he  snapped, 
"without  some  U.S.  company  writ- 
ing to  me  to  say  that  if  only  we 
employed  them  we  would  do  better 
than  before.  The  arrogance  of  it!" 

The  letters,  Norman  declared, 
go  straight  into  the  wastebasket. 

Norman  went  on  to  say  that  he 
rarely  talks  with  financial  analysts, 
or  the  press  either. 

Self-satisfied?  Yes,  but  why 
shouldn't  Boots  be  self-satisfied? 
Supposing  that  you  were  allowed 
to  merge  all  the  major  U.S.  drug 
chains  into  one,  reducing  the  com- 
petition to  mom-and-pop  stores. 
Suppose  further  that  supermarkets 
and  department  stores  were  for- 
bidden to  sell  many  proprietary  or 
patent  medicines.  That  you  were 
permitted  to  own  a  large  number 
of  your  suppliers.  That  the  Federal 
Trade  Commission  were  to  permit 
a  substantial  amount  of  price-fixing. 
And  that  admiring  investors  ac- 
corded your  stock  a  price/ earnings 
ratio  of  26,  one  of  the  highest 
among  major  British  corporations. 


Wouldn't  you  be  pretty  pleased 
with  yourself? 

The  Forbes  reporter  left  Nor- 
man's office  thinking:  No  wonder 
so  much  of  British  industry  is  so 
little  interested  in  learning  new 
ways,  when  it's  so  easy  to  "merge" 
the  competition  out  of  existence.  ■ 

Norman  of  Boots 
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Building  jetliners  doesn't  make  us 

a  different  kind  of  aerospace  company. 

Building  the  DC-10  does. 


♦We  designed  our  new  family  of  DC-10s  to 
profitably  serve  on  more  airline  routes  than  any 
bther  new-generation  jetliner.  That  alone 
Imakes  them -and  McDonnell  Douglas- 
isomething  special  in  the  aerospace  field.  □ 
The  270  to  345  passenger  DC-10  can  make 
rnoney  on  intercity  flights  as  short  as  200 
(miles,  and  on  intercontinental  non-stop  routes 
(as  far  as  6,100  miles.  □  With  the  DC-10, 
airlines  can  now  offer  travelers  wide-cabin 
[spaciousness  and  luxury  on  flights  to  many 
lairports  bypassed  by  larger  jets.  And  its  quiet, 
[smokeless  engines  make  it  a  good  neighbor 
(wherever  it  goes  □  We  plan  all  our  programs 
with  an  eye  on  the  future:  ours,  and  our 
customers'.  Just  as  we  designed  the  DC-10 

to  meet  airline 
needs  through  the 
Seventies  and  well 
into  the  Eighties, 
we're  creating  the 


Air  Force's  new  F-15  fighter  to  meet 
challenges  to  U.S.  air  superiority  for  many 
years  to  come.  D  In  space,  the  S-IVB 
Saturn/Apollo  booster  stage  we  build  to  help 
America's  astronauts  reach  the  Moon  will  soon 
take  on  an  added  assignment  as  the 

workshop  and  crew 
quarters  for  NASA's 
Skylab  program.  □ 
Another  thing  that  makes 
McDonnell  Douglas  a 
different  kind  of  aerospace  company  is  the 
widespread  acceptance  of  the  new  DC-10  by 
leading  airlines  the  world  over. 

DC-10s  have  already  been  delivered  to  American  Airlines 
and  United  Air  Lines,  and  will  be  delivered  to  these 
airlines  in  the  near  future:  Northwest  Airlines, 
Trans  International  Airlines,  KLM-Royal  Dutch  Airlines, 
Scandinavian  Airlines  System  (SAS),  Swissair, 
UTA  French  Airlines,  Overseas  National  Airways, 
National  Airlines,  Air  Afrique,  Alitalia,  Continental  Airlines, 
Air  New  Zealand,  Sabena  Belgian  World  Airlines, 
Lufthansa  GermanAirlines,  / 

Atlantis,  Finnair,  and  Delta  Air  Lines.  /^""""^V 

MCDONNELL  DOUGLAS  >1 
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Faces  Behind  the  Figures 


Avery  of  Avery  Products 

A  Deaf  Ear 

Los  Angeles'  Avery  Products  Corp. 
($128  million  sales)  isn't  the  big- 
gest company  around,  but  its  record 
makes  many  a  bigger  outfit  drool: 
In  ten  years  of  rising  earnings,  with 
only  two  small  acquisitions,  its  sales 
have  risen  more  than  800%.  Its  re- 
turn on  equity:  a  neat  13%. 

All  this  is  the  work  of  64-year- 
old  R.  Stanton  Avery,  who  in  1935 
borrowed  $100,  set  up  shop  in  a 
Los  Angeles  loft  and  began  making 
the  first  commercial  self-adhesive 
labels.  Now  in  suburban  San  Ma- 
rino, Aveiy  is  by  far  the  biggest 
thing  in  self-sticking  labels. 

Along  the  way,  Avery  made  a 
couple  of  unusual  and  veiy  crucial 
decisions.  By  1950,  when  his  com- 
pany's sales  were  still  only  $1  mil- 
lion, other  manufacturers  had  be- 
gun producing  self-adhesive  labels. 
Losing  market  share,  Avery  sued 
for  patent  infringement  but  lost.  At 
that  point  another  man  might  have 
diversified;  Avery  expanded  his  la- 


bel business.  He  also  decided  to 
sell  base  stock— adhesive-coated  pa- 
per and  fabrics— to  competitors, 
who-then  convert  it  into  labels.  To- 
day, base  stock  sales  account  for 
nearly  half  of  Avery's  volume  and 
"more  than  half  of  its  profits. 

In  1955  Avery  made  another  key 
decision,  to  expand  into  Europe. 
Last  year  37%  of  revenues  and  59% 
of  profits  came  from  abroad. 

"We  have  been  perhaps  a  little 
lucky  in  being  able  to  go  as  far 
as  we  have  by  relatively  informal 
means,"  concedes  Avery.  "We  are 
now  creating  more  formal  and,  in 
the  short  run,  more  costly  programs 
of  management  development." 

In  short,  Avery  knows  that  his 
old  ways,  including  a  little  reliance 
on  luck,  are  no  longer  good  enough. 
So  he  is  changing  to  a  structured 
management  while  it's  still  easy. 

With  a  price/ earnings  ratio  of 
40  to  50-higher  than  IBM's-will 
Avery  sell  his  creation  out?  No,  he 
claims  now  he  will  push  for  some 
acquisitions.  "We  will  continue  to 
turn  a  deaf  ear  to  those  who  wish 
to  merge  with  us."  ■ 


Dowdy  of  Harlem 
Commonwealth  Council 

Don't  Beat  'Em;  Join  'Em 

In  the  urban  ghetto  areas,  many  of 
the  small  retailers  have  been  driven 
out  by  fire  and  by  frustration,  but 
efforts  to  replace  them  with  black 
businessmen  haven't  often  succeed- 
ed. Result:  even  poorer  service 
and  fewer  jobs.  James  H.  Dowdy, 
a  black,  a  lifetime  resident  of 
Manhattan's  Harlem  and  head  of 
the  Harlem  Commonwealth  Coun- 
cil, thinks  he  sees  a  way  out. 

Dowdy  thinks  the  ghetto  areas 
are  rather  like  underdeveloped 
countries  and  should  follow  their 
example:  Invite  white-controlled 
business  in— but  on  Harlem's  own 
terms.  An  Arab  country  says:  "You 
want  our  oil,  here  are  our  terms." 
In  the  same  vein,  Harlem  should 
say:  "You  want  our  markets  and 
labor,  here  are  our  terms." 

Dowdy  has  learned  the  hard 
way  that  the  do-it-yourself  tech- 
nique doesn't  work-just  as  Iran 
learned  years  ago  in  oil  and  as 
Chile  may  be  learning  in  copper. 
"I  used  to  think  the  answer  was 
community  ownership  of  the  busi- 
nesses," he  says,  "but  one  of  our 


biggest  failures  was  to  try  to  put 
together  a  lot  of  mom-and-pop  op- 
erations." The  black  moms  and  pops 
lacked  the  capital  and  the  know- 
how  and  the  economies  of  Mid- 
town.  Many  of  them  failed. 

Dowdy's  new  approach  is  ex- 
emplified by  an  $8-million,  six-sto- 
ry office  building  that  recently 
opened  on  125th  Street,  the  main 
stem  of  Harlem.  The  building  is  a 
partnership  between  Dowdy's  Har- 
lem Commonwealth  Council— sub- 
sidized by  the  Office  of  Economic 
Opportunity— and  a  big  white  firm, 
Presidential  Realty  Corp.  In  a  very 
real  sense,  the  building  was  built 
on  Harlem's  terms:  Eventually, 
Harlem  residents  will  be  able  to 
buy  shares  in  the  controlling  cor- 
poration while  some  of  the  profits 
will  go  into  other  community  de- 
velopment ventures. 

"One  of  the  best  things  that 
could  happen  to  us  is  to  see  a  Kor- 
vette's  or  a  Macy's  come  in  with  a 
big  store,"  Dowdy  says.  "I  hope 
125th  Street  can  become  as  popu- 
lar to  our  community  as  34th  Street 
is  to  downtown."  But  he  wants 
the  businessmen  to  understand 
that  they  come  as  guests,  not  as 
colonizers,  as  partners,  not  as 
exploiters.   ■ 
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How  FLOWERS  OF  ZINC  guard  steel 
against  rust  for  20  years  and  more 


The  myriad  of  shining  zinc  "petals"  which  galvanizing 
deposits  on  steel,  form  both  a  shield  and  an  "electric 
fence"  against  rust.  □  The  layer  of  zinc  protect  s  first  as 

,a  mechanical  barrier  which  completely  covers  the  steel 
to  seal  out  corrosion's  attack.  Zinc's  secondary  defense 

l  is  called  upon  when  the  protective  coating  is  scratched, 
gouged  or  worn  through  to  the  steel  itself.  Then,  an  elec- 

i  trochemical  current  of  galvanic  action  fences  these  gaps 
and  the  zinc  slowly  sacrifices  itself  as  it  continues  to 
protect  the  steel.  □  Galvanized  steel  supplies  a  com- 

I  bination  of  strength,  corrosion-resistance  and  economy 
found  in  no  other  material.  This  is  why  it  is  so  widely 
used  on  highway  guard  rail,  bridges,  transmission  towers, 

'.  reinforcing  rod,  automobiles  and  many  other  applications 
throughout  industry.  □  To  protect  steel— the  basic  ma- 
terial of  our  civilization— the  use  of  zinc  for  galvanizing 
grew  from  355,399  tons  in  1960  to  426,724  tons  in  1970. 


As  the  nation's  largest  producer  of  zinc,  St.  Joe  con- 
tinues to  enjoy  a  major  share  of  this  market.  O  For 
information  about  our  performance  over  the  past  ten 
years,  send  for  our  latest  annual  report. 


Galvanized  steel  guard  rail  on  the  New  Jersey  Turnpike  has 
a  record  of  no  passenger  vehicle  breakthrough  and  no  main- 
tenance after  ten  years. 


STJOE 

MINERALS  CORPORATION 


.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants,  Iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York.  New  York  10017,  Tel.  (212)  986-7474 


The  Funds 


Black  Monday— But  So  What? 


The    Japan    Fund    is    a    smallish 

closed-end  fund  listed  on  the  New 
York  Stock  Exchange.  It  invests  al- 
most entirely  in  Japanese  securi- 
ties traded  on  the  Tokyo  Stock  Ex- 
change. Begun  in  1962  with  assets 
of  $14  million  and  with  an  infu- 
sion of  $5.3  million  a  year  later,  it 
has  grown  to  some  $70  million  (a 
more  precise  figure  is  impossible  at 
the  moment  because  of  the  fluid 
currency  situation). 

Over  a  period  when  the  Dow 
Jones  industrials  gained  less  than 
30%,  Japan  Fund  thus  increased  its 
assets  by  some  350%.  In  so  doing, 
the  fund  was  performing  no  mira- 
cle: It  simply  was  keeping  ahead 
of  the  Tokyo  Stock  Exchange, 
which  with  a  few  interruptions  has 
boiled  upwards  since  the  early  Fif- 
ties. Not  surprisingly,  JF  is  the  only 
fund  to  rank  an  A-A  in  Forbes' 
Mutual  Fund  Survey  (Aug.  15). 

It  may  seem  astonishing,  in  view 
of  its  fine  record,  that  JF  hasn't 
attracted— or  attempted  to  raise- 
new  money.  The  fact  is  that  it  can- 
not: Its  exemption  from  the  U.S. 
Interest  Equalization  Tax  is  based 
primarily  on  its  agreement  not  to 
raise  additional  capital  in  the  U.S. 

Not  surprisingly,  JF's  shares  sell 
at  a  premium  over  asset  value.  The 
premium  has  been  as  high  as  60%. 
More  recently,  with  the  Japanese 
market  weak  in  the  wake  of  Nix- 
on's new  economic  policies,  the 
discount  has  narrowed  to  15%. 

What    happens    now    that    the 


import  surcharge  and  the  dearer 
yen  are  upsetting  the  Japanese  and 
their  stock  market?  Steven  H. 
Schaefer,  JF  vice  president  and  the 
man  who  makes  JF's  investment 
recommendations,  doesn't  appear 
to  be  too  worried. 

"You  see,  we've  been  foreseeing 
that  there  would  be  difficulties  in 
the  export  market.  We  just  knew 
something  was  bound  to  happen, 
whether  it  was  a  revaluation  or 
anything  else.  We  planned  ahead." 

Planning  ahead  meant  deem- 
phasizing  export-related  companies 
for  domestic  Japanese  companies. 
"We  have  a  lot  of  holdings  in  fi- 
nancial companies— insurance  and 
banks— and  consumer-related  com- 
panies within  Japan." 

The  Japan  Fund  never  was  af- 
fected by  the  go-go  performance 
foolishness  that  seized  so  many 
U.S.  funds.  After  all,  with  Japan's 
growth  going  for  it,  it  was  able  to 
get  superperformance  with  the 
most  conservative  approach.  Says 
Schaefer,  "The  fund  normally  holds 
a  stock  around  four  years.  We  turn 
over  25%  of  the  portfolio  on  aver- 
age per  year.  We're  definitely  long- 
term  oriented." 

We  asked  Schaefer  what  were 
now  the  "attractive"  investment 
areas  in  Japan. 

"Construction  and  housing.  This 
also  includes  companies  in  civil 
engineering.  They  are  all  going  to 
be  benefited  by  the  government's 
plans."  The  Japanese   government 


Schaefer  of  Japan  Fund 

has  announced  that  it  would  ap- 
propriate over  $1  billion  for  public 
works  projects  and  other  measures 
to  stimulate  their  economy. 

Schaefer,  in  fact,  doesn't  think 
that  the  revaluation  is  the  deadly 
blow  many  Japanese  seem  to  think 
it  is.  He  believes  that  many  Japa- 
nese products  are  now  being 
bought  on  the  basis  of  quality  rath- 
er than  on  price  anyway.  But  he 
agrees  that  Japan's  days  of  12%  to 
15%  annual  growth  rates  are  over: 
"Herman  Kahn  notwithstanding," 
he  smiles,  referring  to  the  portly 
American  author  who  recently 
switched  from  scaring  people 
about  atomic  doom  to  scaring  them 
about  Japan's  growing  might. 

If  Japan's  growth  rate  falls  by 
a  third,  it  will  leave  Kahn  looking 
a  little  silly,  but  Japan  will  still  be 
growing  about  twice  as  fast  as  the 
U.S.  Leaving,  Schaefer  thinks, 
plenty  of  room  for  further  stock 
market  gains. 


An  Except/on? 


One  of  the  surest  ways  to  lose 
money  in  a  mutual  fund  is  to  buy 
a  specialized  fund  when  it's  riding 
high;  it  may  just  be  riding  for  a 
fall.  But  Chemical  Fund  President 
Robert  Porter  thinks  his  $600-mil- 
lion  fund  will  escape.  His  reason- 
ing? "A  record  of  steady  perfor- 
mance. We  have  a  way  of  operat- 
ing that  has  worked  well  in  the 
past,  is  working  now  and  which 
we  think  will  work  in  the  future." 

There  is  some  pretty  solid  evi- 
dence behind  Porter's  boast. 

The  Chemical  Fund  is  one  of 
the  handful  of  funds  to  rank  B  in 
both  up  and  down  markets  in  the 
most    recent    Fohbes   Annual    Mu- 


tual Fund  Survey  (Aug.  15).  Its 
steady  performance  has  money 
rolling  in  at  a  time  when  the  mu- 
tual fund  industry  as  a  whole  has 
had  a  redemption  problem.  Chem- 
ical Fund  sales  through  August 
were  up  66%  to  $38.5  million  over 
the  comparable  period  in  1970. 
Redemptions  were  up  only  27% 
to  $18.2  million.  "In  fact,"  beamed 
President  Porter,  "more  new  mon- 
ey has  come  into  our  fund  for  the 
first  eight  months  than  in  any 
single  year  in  its  33-year  history." 

And  yet  chemical  stocks  have 
been  disappointing  investments 
since  the  early  Sixties. 

But  it  is  here  that  Porter's  pre- 
diction about  bucking  the  trend  of 
specialized  funds  seems  less  rash. 
"We're  not  so  specialized  as  the 


name  might  suggest,"  he  says.  Aid- 
ed by  several  broadenings  of  its 
definition  of  a  "chemical"  company, 
the  fund  now  regards  them  as  in- 
cluding companies  "whose  business 
is  in  the  world  of  chemical  science, 
research  and  technology."  Under 
these  rather  elastic  guidelines,  the 
fund  took  sizable  positions  in  Xerox 
(when  it  was  known  as  Haloid 
Co.),  Polaroid,  Kodak  and  drug 
companies  like  Merck  and  Johnson 
&  Johnson. 

Not  surprisingly,  Chemical 
Fund's  investment  record  looks  bet- 
ter than  its  name  might  suggest. 

Aside  from  its  semantics,  the 
Chemical  Fund's  investment  phi- 
losophy has  been  simple  and  suc- 
cessful as  well:  Find  a  science-ori- 
ented company  that  has  an  annual 
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Pick  up  the  phone  for  a  closer  look. 


Vhether  you're  close  to  a  decision  or  just 
eginning  to  think  about  advantageous 
rcations  for  a  plant  or  office,  ask  for  one 
r  all  six  of  the  brochures  shown  above, 
ihey'll  fill  you  in  fast  on  the  strategic 
dvantages  many  companies  are  finding 
i  the  3000-square-mile,  3-state  CG&E 
i.rea.  Each  brochure  deals  with  just  one 
If  six  factors  companies  consider  impor- 


tant in  seeking  a  location  for  a  new  plant 
or  office,  or  expanding  an  existing  one.  If, 
after  this  closer  look,  you  decide  you  want 
more  facts,  maps,  a  special  study  and  (we 
hope)  a  conducted  tour,  just  ask.  Call  or 
write  James  A.  Wuenker  (513-632-2595), 
Area  Development  Division,  Cincinnati 
Gas  &  Electric  Company,  Cincinnati, 
Ohio  45202. 


THE  CINCINNATI  GAS  &  ELECTRIC  COMPANY 


Commodity 
futures 
and  prices: 
there's  no  freeze 
on  opportunity. 


To  strengthen  the  economy,  our 
government  has  enacted  certain 
price  restrictions.  The  Chicago 
Mercantile  Exchange  not  only 
actively  co-operates  with  this 
policy,  but  is  pleased  that  its 
contracts  (for  delivery  four  to 
eighteen  months  in  the  future) 
contribute  to  price  stabilization 
through  the  free  market 
interaction  of  growers, 
processors  and  the  public. 
In  commodity  futures 
trading  prices  can  move  up 
and  down  profitably.  These 


"By  fostering  sound  practices  in 
futures  trading  and  by  encourag- 
ing active  trade  in  an  increasing 
number  of  commodities,  you  con- 
tinue to  contribute  meaningfully 
to  the  growth  and  well-being  of 
American  private  enterprise  and 
of  the  national  economy." 

Richard  M.  Nixon 

From  a  letter  to  the  Chicago  Mercantile  Exchange  on 
the  occasion  of  its  fiftieth  anniversary. 


opportunities  exist  today  in 
frozen  pork  bellies,  live  cattle, 
eggs,  hogs,  milo,  potatoes, 
lumber  and  other  commodities. 

If  you  don't  know  how 
commodity  futures  can  serve 
you  and  our  nation's  economy, 
we  invite  you  to  contact  your 
broker,  or,  for  free  literature, 
write  to  us  at  the  address  below. 

^CHICAGO  MERCANTILE  EXCHANGE 

!■  110  North  Franklin  Street.  Chicago.  Illinois  60606 


dividend  notice 


IMIODLE   SOUTH   UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  251/2i 
per  share  of  the  Common  Stock,  payable  October  1,  1971  to 
stockholders  of  record  at  the  close  of  business  September  13,  1971. 

August  26,  1971  I  JAMES  E.  AMMON 

I  Treasurer  and  Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company    Louisiana  Power  &  Light  Company 

Arkansas-Missouri  Power  Company   Mississippi  Power  &  Light  Company 

New  Orleans  Public  Service  Inc. 


The  Funds 


earnings  growth  potential  of  15% 
to  20%,  buy  big  and  hold  long. 
That  is  one  reason  why  its  "churn- 
over  average"  is  a  remarkably  low 
10%  a  year.  Another  reason  for  the 
low  turnover  is  that  while  the 
•fund's  management  company  is 
owned  by  a  New  York  Stock  Ex- 
change member,  F.  Eberstadt  &  Co., 
Inc.,  the  brokerage  house  doesn't 
handle  any  of  the  fund's  portfolio 
business.  The  idea  was  to  remove 
any  conflict  of  interest  or  tempta- 
tion to  swap  stocks  to  create  self- 
enriching  brokerage  fees.  Obviously 
the  separation  has  been  beneficial 
in  this  case. 

There  are  few  if  any  miracles  in 
investing,  and  Chemical  has  been 
no  miracle  worker.  As  against  its 
B-B  rating,  there  were  many  funds 
that  rated  A  in  up  markets,  but 
most  of  them  were  clobbered  in 
down  markets.  Diversified  and  fair- 
ly conservative,  Chemical  has 
rolled  up  a  steady  rather  than 
sensational  record.  It  was  hindered 
by  some  poor  moves:  In  the  Six- 
ties it  bought  steadily  into  du  Pont 
—more,  it  seems,  from  sentiment 
than  cold  calculation;  and  its  oil  and 
natural  gas  stocks  have  performed  in 
mediocre  fashion. 

Will  Chemical  Fund  perform  as 
well  with  assets  of  $600  million  as 
it  did  as  a  smaller,  more  flexible 
fund  whose  assets  were  only  $329 
million  in  1964?  Will  the  stocks 
it  favored  in  the  past— chemicals, 
science  and  technology— become 
victims  of  environmentalism  and  of 
a  more  mature  economy?  Will  the 
drug  industry,  which  makes  up  25% 
of  the  fund's  portfolio,  retain  its 
high  price/ earnings  ratio  despite 
the  formidable  obstacles  that  it  is 
now  confronting? 

Porter  is  ready  with  some  an- 
swers: "Environmentalism?  I  think 
ecologists  will  have  to  compromise, 
because  the  country  is  facing  an 
energy  shortage.  The  drug  indus- 
try has  been  under  the  gun  for  at 
least  25  years.  It  has  shown  a  re- 
markable ability  to  improve  and  to 
adjust  to  regulatory  changes.  As 
for  size,  it  hasn't  hurt  us,  and  I 
don't  think  it  will.  We're  contin- 
ually looking  and  taking  chances 
with  small  companies  to  find  an- 
other Xerox  or  International  Flavor 
&  Fragrances." 

You  can  buy  those  answers  or 
not.  But  there's  no  question  but 
that  the  basic  principles  have 
worked  very  well  in  the  past.  ■ 
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Asbestos 

Vital  at  all  the  stops  along  the  way 

At  speeds  of  100  mph,  Penn  Central's  New  York-Washington, 
D.C.  Metroliner  needs  all  the  stopping  power  it  can  get.  So 
hard-working  asbestos  is  used  in  the  brake  shoes  on 
this  cannonbailing  express. 

Tough,  lightweight,  incombustible  asbestos  is  a  unique 
material.  Indispensable  for  hundreds  of  protective  uses— in 
industry,  in  homes  and  public  buildings,  in  cars  and  trucks 
and  trains,  on  ships,  even  on  spacecraft. 
Without  asbestos,  life  for  all  of  us  would  be 
a  lot  more  hazardous. 


ASBESTOS  INFORMATION  ASSOCIATION/ North  America 

22  East  40th  Street  •  New  York  10016 


AIA/NA  Members:  Atlas  Asbestos  Co./CAPCO/Certaln-teed/Fllntkote/GAF/Johns-Manville/Natlonal  Gypsum/Panacon/Raybestos-Manhattan 


Investors  have  just  13  weeks 

to  try  to  make  the  most  of  their 

1971  gains  or  losses. 

Merrill  Lynch  explains  how 


For  most  investors, 
the  tax  year  ends  on 
December  31st  Not 
April  15th. 

So  what  you  do 
(or  don't  do)  with  your 
investments  between  now 
and  January  1st  could  make 
a  big  difference  in  your  '71  taxes. 

For  example,  suppose  you  have 
a  paper  profit  that  would  increase  your'tax 
by  $700.  If  you  sell  your  stock  before  Christ- 
mas, you'll  have  to  pay  the  $700  in  taxes  by 
April  15th,  1972. 

But  if  you  wait  until  after  Christmas  to 
sell,  you  can  postpone  the  $700  in  additional 
taxes  for  12  months.  (You  don't  have  to  wait 
until  1972  to  sell  because  of  the  5-day  rule  for 
delivering  securities  on  most  exchanges.) 

How  our  Tax  Guide  helps. 

It  has  dozens  of  suggestions  on  how  you  can 
try  to  make  the  most  of  your  stock  market 
gains  or  losses.  You'll  also  learn  how  new  leg- 


islation may  affect  your  in- 
vestments in  1972.  How  to 
compute  your  taxable  gains 
or  losses  for  1971.  What  the  "pref- 
erence income"  provision  of  the  1970 
Tax  Reform  Act  is  all  about. 

How  our  Tax  Exchange  list  helps. 

Along  with  the  Tax  Guide,  we'll  send  our  other 
tax  aid.  Tax  Exchanges.  It's  a  list  of  more  than 
200  pairs  of  stocks.  Each  pair  has  a  stock  we 
think  you  might  want  to  sell  and  a  stock  we 
think  you  should  exchange  it  for.  In  many 
cases,  both  stocks  are  in  the  same  industry. 
Where  they  aren't,  we've  paired  stocks  that 
we  think  have  about  the  same  risk  /reward 
relationship.  The  idea  is  to  help  you  decide 
how  to  take  a  tax  loss  and  still  keep  your 
investment  in  the  kind  of  stocks  you  like. 

A  phone  call  does  it. 

Both  booklets  are  free.  And  you  don't  have 
to  be  a  Merrill  Lynch  customer  to  get  them. 
Just  call  one  of  our  Account  Executives. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc 

For  nearest  office  call  toll-free  9  . 1  kmnecticul  >;ill.soo-942-0655. 
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The  Forbes  index 


preliminary 


JULY  1272 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR.  128.7 

APR.    132.8 

MAY    135.5 

JUNE  136.5 

JULY  137.3 

AUG.   (Prel.)   137.7, 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
IDept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building7  IDept    ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Depl.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services9  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index)    ■ 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept   ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Tomorrow's  Growth  Stocks 


(Ki  oi  \n  associates  recentlj  ex- 
pressed tlic  opinion  thai  \i  on  Prod- 
ucts i  about  100)  is  .in  overvalued 
stock,  or  at  least  its  near-term  earn- 
ings outlook  docs  not  entitle  it   to  sell 

at  more  than  50  times  the  generally 

accepted  earnings  estimate  of  $1.90 
to  $1.96  a  share  tor  1971.  Avon,  of 
course,  is  a  wonderful  company;  it 
has  sold  more  cosmetics  and  showed 
increased  earnings  per  share  in  ever) 
one  of  the  past  ten  years.  The  stock 
has  made  a  new  high  every  year,  too, 
rising  from  a  low  of  9%  in  1962  to  a 
high  of  112  earlier  this  year.  I  must 
admit,    however,    that    I    agree    with 

mv  associate.  Avon  has  some  57.6  mil- 
lion shares  issued;  the  stock  at  the 
end  of  1970  had  a  book  value  of 
$4.77  a  share  and  never  has  earned 
more  than  $1.72  a  share  in  am  year 
up  to  1971. 

Well,  a  few  weeks  went  by  and 
there  was  a  letter  from  Florida,  a 
nice  polite  letter  from  an  investor  who 
apparently  did  not  feel  as  kindly  as 
he  sounded,  asking  my  associate  tp 
suggest  some  other  stock  which  might 
do  as  well  in  the  next  ten  years  as 
Avon  had  done  since  1960.  My  assoei- 


Mr.    Hooper   is  associated  with  the   New  York  Stock 
Exchange  firm  of  W    E.   Hutton  &  Co. 


ate  gave  me   the  letter  to  answer.    I 

took  it  to  one  ot  my  other  associates 
for  advice  and  inspiration.  We  agreed 
that  the  mattei  at  hand  did  not  so 
much  involve  equaling  (lie  past  record 
of  Avon  Products,  or  Polaroid,  or 
Xejox.  or  [BM,  as  it  did  finding  a 
stock  that  might  do  better  than  any 
of  them  in  three,  five,  or  ten  years. 

It  is  pertinent  at  this  [joint,  I  think, 
to  say  that  IBM  at  300  is  selling  at 
about  32  times  this  year's  estimated 
net  of  89.25  a  share,  that  Polaroid  is 
selling  at  about  104  or  48  times  an  es- 
timated net  of  82.15,  and  that  Xerox 
is  selling  at  117  or  at  43  times  an 
estimated  net  of  82.70.  In  the  case  of 
Polaroid,  apparently  spending  some 
123c  of  sales  on  research,  there  has 
been  little  improvement  in  reported 
earnings  in  recent  years. 

Room  To  Grow 

The  stock  that  challenged  us,  and 
the  stock  we  suggested  to  our  man 
in  Florida,  is  Skyline  Corp.  It  sells 
on  the  NYSE  at  about  47,  or  at  some 
31  times  $1.50  a  share,  which  is  a 
fair  estimate  of  probable  earnings  for 
the  year  to  end  May  31,  1972.  Here 
is  a  company  which  since  1961  has 
increased  sales   from    $9.5  million  to 


$211  million  in  the  year  ended  last 
May  31,  has  increased  profits  after 
taxes  from  $134,000  to  $14.4  million. 
earned  40%  on  equity  in  fiscal  1971, 
is  the  one  undisputed  largest  company 
in  mobile  housing,  has  no  debt  or 
preferred  ahead  of  11.2  million  shares 
ol  common,  and  which  at  the  end  of 
last  May  had  830.2  million  in  cash  OS. 
total  liabilities  of  $17.7  million. 

Hut  these  figures,  good  as  they  are, 
are  not  neatly  as  important  as  the 
prospects  for  the  mobile  home  and 
modular  home  business.  Here  is  an 
indiistiv  (Skyline  is  by  far  the  best 
company  in  it,  in  my  opinion,  as  well 
as  the  biggest  one)  which  is  selling 
about  95'/?  of  all  the  new  homes  that 
cost  under  $15,000.  Not  only  that, 
but  this  industry  is  now  producing 
modules  that  fit  together  to  make 
homes  three  times  as  wide  as  the 
first  mobiles,  and  homes  in  "L"  shapes 
and  "U"  shapes.  Increasingly,  these 
homes  are  becoming  better  built,  bet- 
ter looking  and  easier  to  finance.  It 
should  be  noted,  too,  that  Skyline  now 
has  sales  of  less  than  $300  million, 
and  has  room  to  grow. 

Most  people  with  an  income  of 
$15,000  or  less  are  in  a  bind  when 
they  need  shelter.  It  is  not  sensible 
for  them  to  buy  a  $25,000  or 
$35,000  home  on  a  shoestring  and 
have  to  furnish  it  besides;  and  rents 
in  most  places  are  just  prohibitive. 
The  mobile  home  (which  really  is  not 
mobile  at  all  but  set  in  a  permanent 
position)  is  the  answer:  $5,500  to 
$10,000  furnished,  a  small  down  pay- 
ment and  monthly  installments.  I 
think  Skyline  is  a  real  growth  stock 
and  that  it  will  outrun  some  of  the 
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DIRECTED  TOWARD  _  - 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days,  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 

F-32S 

Name 


Street  &  No. 
City 


State Zip 


BABSON'S  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS.  MASS.  02181 


If  you  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  ot  it  tor  one  year. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet, "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 
79 IS  [vanhoe  Avenue. 
(P.O.Box  35  li  Dept    M0-1 
La  Jolla,  California  92037. 


more  accepted  growth  issues  during 
the  next  few  years. 

While  we  are  discussing  growth 
stocks,  I  suggest  we  take  a  look  at- 
Ralph  M.  Parsons  Co.  (traded  on 
the  ASE  at  around  25).  This  is  a 
designer  and  builder  of  industrial 
process  plants  which  has  recently 
been  deriving  nearly  half  of  its  rev- 
enues from  abroad.  Parsons  should 
benefit  from  the  rise  in  the  price  of 
foreign  currencies  against  the  dollar, 
but  its  big  potential  appears  to  be  in 
antipollution  devices.  The  environ- 
mental protection  capability  of  Par- 
sons covers  petroleum  and  chemical 
processes,  metal  refineries  and  smelt- 
ers, power  generation,  nuclear  protec- 
tion, sanitation,  water  supply,  paper 
and  pulp  and  even  aerospace  noises. 

It  has  built  more  than  150  sulphur 
recovery  plants  and  has  now  devel- 
oped a  new  process  reputed  to  take 
practically  all  the  sulphur  from  gas  in 
gas  plants  and  refineries.  Parsons  has 
also  designed  and  constructed  more 
than  200  chemical  and  petrochemical 
plants  involving  pollution  control  fa- 
cilities and  some  of  the  more  impor- 
tant mining  concentrators.  It  has  the 
experience  and  the  engineering  capa- 
bilities that  some  better  known  pollu- 
tion control  companies  lack— and  Par- 
sons has  the  size. 

Parsons  had  revenues  of  $388  mil- 
lion last  year  and  earned  $1.59  a 
share.  It  has  no  debt  or  preferred 
ahead  of  the  2.2  million  shares  of 
common  of  which  Mr.  Parsons  is  re- 
puted to  own  about  61/?.  Practically 
all  of  Parsons'  engineering  is  done  on 
a  fixed-fee  basis,  and  most  of  its  con- 
struction contracts  are  cost-plus. 
Parsons  stock  may  not  be  a  "fast"  is- 
sue, but  it  looks  like  one  of  the  most 
logical  and  safest  ways  to  invest  in 
antipollution. 

From  time  to  time  this  column  has 
mentioned  Arvin  Industries  (38)  as  a 
probable  beneficiary  of  the  antipol- 
lution push  in  cleaning  up  the  air. 
Arvin  lias  not  cashed  in  on  antipollu- 
tion developments  this  year,  but  it 
should  in  a  year  or  two.  In  the  mean- 
time it  develops  that  Arvin  may  earn 
$2.50  a  share  or  so  this  year  from  its 
traditional  lines.  About  45'/?  of  1970 
sales  were  of  original  equipment  to 
the  Big  Three  auto  companies. 

There  has  been  much  talk  recent- 
ly about  "the  public  coming  back  into 
the  market."  The  "public"  is  always 
interested  in  the  market  because  some 
30  million  people  own  stocks  direct- 
ly and  indirectly,  and  someone  is  al- 
vvavs  "doing  something,"  switching 
from  one  stock  to  another,  or  just 
making  those  routine  transactions  that 

settling  of  estates  involves.  I  find  al- 
most no  evidence  that  the  public  has 
been    buying    on    balance    any    sub- 


stantial amount  of  stock  since  the  Nix- 
on speech.  Brokers  are  getting  few 
savings  bank  and  savings  &  loan 
checks  in  settlement  of  purchases. 
Back  in  1962-69  when  the  public 
participation  was  broad,  there  was  a? 
flood  of  money  from  savings  banks 
to  stockbrokers.  Brokers  also  say  that 
the  ^percentage  of  "volunteered"  or- 
ders versus  "broker  generated"  orders 
is  very  low. 

Once  Burned  .  . . 

There  are  a  number  of  reasons  for 
the  public's  indifference  about  stocks: 
1 )  bonds  and  thrift  accounts  are  ef- 
fectively competing  with  equities  for 
the  first  time  in  many  years;  2)  the 
public  has  not  realized  the  apprecia- 
tion it  was  encouraged  to  expect  a 
few  years  ago;  and  3)  most  of  the 
new  purchases  made  during  the  past 
three  or  four  years  simply  have  not 
paid  off  in  profits.  It  should  be  real- 
ized, too,  that  when  the  public  in- 
dulges in  market  speculation  and 
loses,  as  it  did  during  the  late  1960s, 
it  takes  a  long  time  for  speculation  to 
develop  again. 

So  far  as  the  recent  action  of  the 
list  goes,  the  pattern  has  been  just 
about  as  expected.  In  the  initial  eu- 
phoria which  followed  Mr.  Nixon's 
TV  speech,  there  was  much  jump- 
ing to  conclusions  by  those  who 
bought  stocks.  This  has  been  followed 
by  a  spell  in  which  the  very  people 
who  emotionally  bought  stocks  have 
been  selling  them  because  they  are 
impatient  and  do  not  see  immediate, 
specific  results.  Probably  the  market 
did  not  anticipate  too  much  in  the 
two  weeks  after  Aug.  15.  It  just  ex- 
pected it  too  soon. 

While  I  am  not  looking  for  anv 
new  bull  market  comparable  to  the 
one  we  enjoyed  so  much  in  the  1960s. 
I  don't  see  any  big  bear  market  either. 
I  doubt  if  the  DJI  will  go  back  down 
as  low  as  875  over  the  next  few 
months;  and  I  would  not  be  sur- 
prised to  see  something  between  980 
and  1000  over  the  next  six  months, 
and  perhaps  before  the  end  of  Jan- 
uary. Actually,  1000  in  the  Dow  is 
not  expecting  so  much  in  the  market. 
It  would  require  a  rise  of  only  10'?  to 
12?  in  the  blue  chips,  and  the  blue 
chips  probably  are  the  stocks  that 
would  do  best. 

You  know  the  DJI  is  computed  by 
adding  the  price  of  30  big  stocks  and 
dividing  the  sum  by  1.712.  The  "in- 
dex price"  of  the  Dow  recently  has 
been  around  900  to  910;  but  the 
straight  average  price  of  the  30  issues, 
using  30  as  a  divisor,  has  been  around 
51  or  52.  A  rise  of  12*  from  52  does 
not  look  as  formidable  as  a  rise  of 
12%  from  910— yet  it  amounts  to 
about  the  same  thing.  ■ 
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You've  heard  about  the 
revolutionary  Financial  Daily. 
Now  try  it  for  two  weeks 
for  s5  and  judge  for  yourself. 


Limited  Trial  Offer 

The  Media  General  Financial  Daily  is  usually  $165  a  year. 
But  now,  for  a  limited  time  only,  you  can  enter  a  two-week 
trial  subscription  for  only  five  dollars.  You'll  get  a 
complete  financial  report  every  trading  day,  delivered 
right  to  your  desk  with: 

•  3,100  common  stock  issues  fully  tabulated  and 
charted  every  trading  day. 

•  Two  full  pages  of  ranking  tables — 40  leading  and 
lagging  stocks  in  six  price  categories  and  in  six 
volume  categories  for  the  three  major  markets. 

•  Listings  every  day  showing  industry  groupings  for 
combined  NYSE,  ASE,  and  OTC  stocks,  with  all 
3,100  issues  covered  during  the  week. 

•  A  full  page  of  charts,  showing  the  NYSE  Indexes,  the 
Dow  Jones  Averages,  the  Standard  and  Poor's 
Averages,  and  other  important  market  measures. 


•  Two  technical  pages  daily,  including  advance- 
decline  lines,  high-low  differential  and  other  charts. 

•  NYSE  convertible  bonds,  with  various  conversion 
factors  calculated. 

•  Other  NYSE  bonds,  showing  current  yield  and  yield 
to  maturity. 

•  More  than  350  mutual  funds,  with  up-to-the-day 
performance  figures,  a  listing  of  assets,  and  capital 
gains  and  income  distributions. 

•  A  comprehensive  report  on  commodities. 

Comprehensive  Daily  Coverage 

Fifty  pages  of  The  Financial  Daily  are  reserved  for  NYSE, 
ASE,  and  OTC  coverage  that  includes  48  columns  of 
detailed  information  for  every  New  York  and  American 
listing.  Take  a  minute  to  look  over  the  headings  from 
just  one  stock  page  and  you'll  see  many  of  the  features 
that  make  this  revolutionary  publication  so  valuable: 
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1.  The  day's  price  change  as  a  percent. 

2.  The  200-day  moving  price  average. 

3.  The  percent  of  outstanding  shares  traded. 

4.  The  percent  of  dollar  and  volume  gain  or  loss  relative 
to  the  market  over  the  last  thirty  days  and  over  the  last 
five  days. 

5.  EPS  for  the  last  fiscal  year  and  the  change  for  the  current 
period. 

6.  The  P/E  ratio  for  the  day. 

7.  The  Media  General  Price  to  Market  Norm  and  Price  to 


Industry  Norm.  The  new  measure  of  performance — nor 
available  in  any  other  publication — compares  each  New 
York  and  American  stock's  expected  normal  value  to  actual 
value,  measured  against  the  market  as  a  whole,  and  against 
industry  group. 

8.  Payout  for  the  fiscal  year,  and  the  past  five  years. 

9.  Shares  outstanding  held  by  mutual  funds. 

10.  The  change  in  insider  holdings. 

11.  The  short  interest  ratio. 

12.  Current  ratio. 


Bargain  Price 


Subscriptions  to  the  New  York,  American  and  O-T-C 
quote  services  alone  cost  more  than  $400.  The  Financial 
Daily  can  replace  many  of  these  services,  plus  any  chart 
books  or  other  guides  you  may  be  using — for  less  than  a 
penny  a  page.  You  also  save  the  added  expenses  of  filing, 
storage,  or  microfilming  weekly  or  monthly  publications. 
And  right  now  we'll  send  you  The  Financial  Daily  for  two 
weeks  for  only  five  dollars.  But  this  is  a  limited  offer,  so 
let  us  hear  from  you  soon. 


THE  MEDIA  GENERAL  FINANCIAL  DAILY. 
IMPOSSIBLE  BEFORE,  INDISPENSABLE  NOW. 


The  (&&  Financial  Daily 

P.O.  BOX  26565,  Dept.  C    RICHMOND,  VIRGINIA  23261 

PLEASE  ENTER  MY  TWO-WEEK  TRIAL  SUBSCRIPTION 
FOR  THE  INTRODUCTORY  PRICE  OF  ONLY  S5.00. 


NAME 


TITLE 


COMPANY 


STREET 


CITY 


STATE 


ZIP 


□   PAYMENT   ENCLOSED. 


□   BILL   ME. 


Subscription  may  not  be  assigned  without  subscribers  consent. 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  !► 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address. 
City 


.State. 


L 


Zip  Code_ 


ARE  NO-LOAD 
FUNDS  A  BARGAIN? 


Of  439  mutual  funds  surveyed,  84  charge  no 
sales  commission,  while  the  rest  make  a  sales 
charge  of  1%  to  8.85%.  From  the  standpoint  of 
getting  your  dollars'  worth,  FundScope,  the 
monthly  mutual  fund  magazine,  compares  BUY- 
ING COST  (sales  commission)  with  PERFORM- 
ANCE RESULTS  and  comes  up  with  some  very 
significant  information.  At  a  glance  you  can  see 
the  top  performers  for  Growth,  for  Stability,  for 
Income.  You'll  see  exactly  how  the  5  top  No- 
Load  funds  compare  with  the  5  top  Load  funds 
for  various  significant  periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive report  reveals  which  No-Load  funds  are  a 
"bargain"  and  which  are  "expensive."  Learn  how 
to  avoid  "hidden  costs"  and  make  a  purchase  of 
mutual  funds  a  bargain  ...  not  false  economy. 
This  44-page  report  is  yours  with  special  offer. 
SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $1 7  for  a  3-month  trial  subscription  to 
FundScope,  a  thinking  mans  guide  to  mutual 
funds.  PLUS-5  big  bonuses  including  the 
No-Load  survey  and  the  484-page  April  1971 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  456  funds.  (GUIDE  ALONE  SELLS  FOR  $15  ) 
ACT  NOW:  Mail  your  $17  today,  or  if  yoi.  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50  00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-21,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles.  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Why  Bond  Yields  Are  Important 


Economists  have  demonstrated  that 
long-term  interest  rates  tend  to  re- 
flect, in  the  main,  two  factors:  1)  a 
"true"  interest  rate,  which  for  many 
years  back  was  held  near  3.75%  per 
annum;  2)  a  premium  equal  to  the 
anticipated  annual  rate  of  inflation. 

In  light  of  this  view,  which  seems 
to  have  been  particularly  valid  in  re- 
cent years,  it's  interesting  to  note  how 
long-term  interest  rates  behaved  in 
the  corporate  bond  market  during 
the  weeks  immediately  following 
President  Nixon's  announcement,  on 
Aug.  15,  of  his  second  Game  Plan,  or 
new  economic  policy.  Responding  im- 
mediately to  the  anti-inflation  thrust 
of  the  new  program,  bond  yields 
tumbled,  especially  in  the  market  for 
new  issues,  where  the  supply  from 
public  utilities  seeking  additional  cap- 
ital has  been  heavy  all  along.  On 
Aug.  13,  new  AA-rated  long-term 
utility  bonds  yielded,  on  average, 
8.15%  annually;  four  weeks  later, 
they  yielded  7.55%.  During  the  same 
period,  the  yield  from  Standard  & 
Poor's  average  for  "old"  AAA-rated 
long-term  corporate  bonds,  which  is 
less  sensitive  to  new-supplv  pressures, 
fell  from  7.63%  to  7.45%. 

In  other  words,  after  one  month 
there  seemed  to  be  a  consensus  among 
investors  in  this  multibillion-dollar, 
institutionally  dominated  market  that, 
under  foreseeable  conditions,  7.5%  was 
an  appropriate  annual  rate  of  return 
for  money  borrowed  at  long  term  by 
prime  corporations.  This  "market 
rate,"  above  a  3.75%  "true"  interest 
rate,  implied  that  investors  were  an- 
ticipating inflation  at  an  annual  pace 
of  3.75%  at  a  time  when  consumer 
and  industrial  price  indices  (pre- 
freeze)  were  still  rising  at  consider- 
ably steeper  rates. 

It's  unclear,  at  least  to  me,  wheth- 
er or  not  this  bond-market  appraisal  of 
ii illation  prospects  amounts  to  a  vote 
ot  confidence  in  the  new  police's 
chances  of  success.  On  the  one  hand, 
it  does  anticipate  a  reduced  rate  of 
inflation  alter  the  wage-price  freeze 
is  replaced  (in  mid-November)  by 
whatever  thaw  "Phase  2"  will  bring; 
on  the  other,  it  anticipates  a  rate  of 
inflation  that  would  still  he  substan- 
tiallv  greater  than  most  economists  con- 
Mi.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


"sider  desirable.  Viewed  from  yet  an- 
other angle,  it  seems  to  expect  little 
additional  easing  from  the  second 
quarter's  4.1%  annual  rate  of  gain  in 
the  so-called  GNP  deflator,  an  overall 
price  index  used  by  government  stat- 
isticians to  state  gross  national  prod- 
uct data  in  "constant"  dollars  (with 
1958  buying  power) . 

But  however  you  look  at  it,  I  think 
there  is  very  little  room  for  a  further 
drop  in  long-term  prime  corporate 
bond  yields  from  the  7.5%  level  dur- 
ing the  months  ahead.  As  proposed, 
the  new  economic  policy  was  de- 
signed to  be  a  point  of  departure  for 
bargaining  with  the  forces  opposing 
it,  both  at  home  and  abroad.  Its  pure- 
ly domestic  provisions  to  stimulate  the 
business  recovery  and  to  combat  in- 
flation may  largely  be  subject  to  re- 
shaping in  Congress.  Thus,  the  degree 
of  thaw  in  Phase  2  is  apt  to  remain 
obscure  for  some  weeks  still.  Certain- 
ly its  presumably  anti-inflationary 
stimulative  efficacy  cannot  become 
evident  in  the  economic  statistics  un- 
til many  months  have  passed.  The 
international  aspects,  formulated  to 
make  the  dollar  substantially  more 
competitive  vis-a-vis  other  major  cur- 
rencies, also  are  likely  to  be  watered 
down  in  negotiations  with  our  trading 
partners  that  certainly  will  take  yet 
more  months. 

No  Easing  on  Interest 

In  the  meantime,  I  suspect  the  Fed- 
eral Reserve  will  want  to  pursue  a 
money-and-eredit  policy  that  makes 
Washington's  anti-inflation  posture 
credible  at  home  as  well  as  abroad, 
while  at  the  same  time  avoiding  the 
undermining  of  the  aim  to  promote 
a  vigorous  business  recovery  into 
1972.  This  would  probably  mean 
money-supply  growth  at  a  compara- 
tively conservative  pace,  and  little  or 
no  further  easing  of  interest  rates,  for 
at  least  the  next  few  months. 

All  this  should  be  of  considerable 
significance  for  the  stock  market,  be- 
cause the  level  and  trend  of  long- 
term  prime  bond  yields,  which  com- 
pete with  common  stocks  for  the  in- 
vestor's dollar,  seem  to  have  an  often 
decisive  bearing  on  the  level  and 
trend  of  the  average  price/ earnings 
ratio.  The  connection  between  these 
elements  arises  from  the  fact  that  the 
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ratio  of  a  stock's  per-share  profits  to 
its  price  can  l)e  restated  as  its  "earn- 
ings yield";  thus,  the  earnings  yield 
of  a  $25  stock  with  profits  of  SI. 25 
per  share  is  5?,  and  its  P/E  ratio, 
20:1.  Now,  the  experience  of  the  past 
several  years  suggests  that  the  DJ  in- 
dustrials become  untenably  over- 
priced when  their  ratio  to  current 
earnings  reaches  about  17.5:1— an 
earnings  yield  of  5.7%— if  at  the  same 
time  long-term  bonds  with  an  AAA 
rating  yield  7.3%  or  more. 

Rising  Earnings  =  Rising  Market 

On  this  record,  the  conclusion  that 
long-term  bond  yields  will  not  ease 
much  (if  at  all)  from  the  current 
rate  for  possibly  many  months 
leads  to  the  inference  that  the  Dow, 
with  12-month  earnings  equal  to  per- 
haps "s54  "per  share"  as  of  Sept.  30, 
would  be  much  too  dear  above  945 
(where  its  current  earnings  yield 
would  be  5.7''  |  unless  a  reasonably 
definable  rise  in  earnings  can  lx' 
anticipated. 

At  this  stage,  it  may  indeed  be 
reasonable  to  expect  higher  earnings 
over  the  next  six  to  nine  months,  but 
with  the  new  policy  still  young, 
I  question  that  anyone  can  reliably 
estimate  the  Dim's  annual  earnings 
rate  as  of,  say,  mid- 1972.  Or  to  put 
it  differently,  so  long  as  bond  yields 
do  not  drop  significantly,  it  would  be 
Unwise  to  expect  the  Dow  to  stage 
a  sustainable  advance  beyond  its  April 
highs  (950-958)  without  tangible 
support  from  earnings.  Thus,  with 
bond  yields  near  7.5%,  it  would  have 
to  become  clear  th.it  the  Dow  will 
earn  S57  in  the  Four  quarters  through 
Dec.  31  if  it  is  to  reach  1000,  and  thai 
there  is  a  very  good  possibility  of  $60 
earnings   for    the    12   months    through 

June  1972,  if  we  are  to  see  the  av- 
erage hit  1050. 

To  be  sure,  earnings  gams  of  these 
magnitudes  and  more  are  far  from 
impossible,  but  for  now  they  must 
lx-  essentially  guesses.  Meanwhile,  the 
above-mentioned  price  levels  that 
they  might  support  are  theoretical 
maximums  unless  bond  yields  fall  to 
decidedly  lower  levels,  which  seems 
unlikely  any  time  soon.  Under  such 
conditions  (they  ought  to  prevail  un- 
til we  can  get  a  better  handle  on  the 
level  of  earnings  ahead)  incentives 
to  buy  common  stocks  should  dimin- 
ish more  rapidly  than  usual  as  prices 
rise;  but  they  should  also  increase  sim- 
ilarly as  prices  recede. 

This  is  the  setting  in  which  I  con- 
tinue to  expect  that  the  Dow  will 
swing  in  its  recent  trading  range 
(roughly  875-925)  for  some  weeks 
longer  before  embarking  on  a  close 
(and  eventually  successful)  test  of  its 
April  high.   ■ 
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WALL  STREET  VIEW 

By  Robert  Stovafl 


How  To  Hedge  The  Freeze 


Convertibility  and  the  lack  of  it  are 
in  the  air  these  days.  Events  of  the 
past  nine  months  have  once  again 
made  crystal  clear  that  one  should 
never  underestimate  the  determination 
of  the  American  wage  earner  to  work 
less  and  less.  Largely  because  convert- 
ible automobile  production  requires 
costly  skills  and  patience  in  building, 
these  autos  have  been  dropped  from 
most  Detroit  production  runs.  More 
pertinent  to  our  purposes,  convert- 
ibility of  the  dollar  reached  a  new 
low  with  the  Treasury's  closing  of  the 
gold  window  on  Aug.  15.  Like  so  many 
things  in  life,  nothing  brings  out  the 
benefits  of  free  currency  convertibil- 
ity as  much  as  its  absence. 

As  the  euphoria  over  the  President's 
new  activism  and  leadership  gives  way 
to  rational  reflection  and  evaluation, 
convertibility  of  another  sort  might 
deserve  new  prominence.  At  a  time 
when  the  rules  are  changing  in  per- 
haps a  greater  degree  than  Arthur 
Burns  meant  in  his  now  famous  testi- 
mony of  several  weeks  back,  individ- 
ual and  professional  investors  alike 
would  be  well  advised  to  reexamine 
the  hedging  methods  at  their  disposal, 
and  look  to  their  own  convertibility. 
Arguments  for  and  against  common 
stocks  seem  evenly  balanced  now. 

Anti  common  stocks:  Since  increases 
in  common  stock  dividends  are  not 
possible  under  the  Federal  Govern- 
ment's program  of  inflation  fighting, 
common  stocks  might  be  taking  on  the 
least  favorable  aspect  of  fixed  income 
securities,  for  a  while  at  any  rate. 
Pro   common   stocks:    Since   the   end 


A  guest  columnist,  Mr.  Stovall  is  a  vice  president  in 
the  NYSE  firm  of  Reynolds  Securities  Inc. 


"results  of  this  "broadest  program  of 
financial  change  in  four  decades"  are 
universal  prosperity  and  smooth 
growth,  it  is  obviously  dangerous  to 
give  up  the  idea  of  equity  participa- 
tion. Until  the  balance  shifts  decisive- 
ly one  way  or  the  other  in  this  debate, 
convertible  securities  seem  to  have 
more  pertinence  and  utility  than  they 
have  enjoyed  for  some  time. 

Higher  Bond  Prices 

The  direction  of  fixed  income  secu- 
rity markets  during  the  next  six  weeks 
(and  perhaps  much  longer  if  the  pres- 
ent wage/ price  freeze  turns  into  per- 
mafrost) will  be  determined  by  the 
degree  of  success  the  Administration 
achieves  in  stunting  inflationary  ex- 
pectations. Uncertainty  about  the  fu- 
ture value  of  fixed  dollar  return  has 
been  the  bane  of  the  bond  and  pre- 
ferred stock  markets  for  years.  The 
only  measurable  element  in  the  econ- 
omy that  has  decreased  since  the 
freeze  began  is  interest  rates.  Fueled 
by  a  ballooning  calendar  and  the  ten- 
dency of  underwriters  to  display  those 
all-American  qualities  of  greed  and 
avarice  in  scaling  coupons  down  too 
fast,  the  bond  market  has  tended  to 
overextend  itself.  But  the  trend  in  the 
costs  of  renting  money  definitely  seems 
down.  Certainly,  a  prime  rate  boost 
would  be  foolhardy  now,  while  a  cut 
in  that  psychological  bellwether  would 
be  welcomed  as  an  act  of  patriotic 
selflessness  on  the  part  of  the  banking 
system.  Thus  the  evidence  points  to 
lower  interest  rates  and  correspond- 
ingly higher  bond  prices. 

Over  the  years,  the  supply  of  con- 
vertible   bonds    and    preferred    has 


Income  And  Appreciation 

Co 

nversion 

Preferred 

Conversion 

Company 

Dividend 

Basis 

Price 

yield        Value    Premium 

American  Standard 

$4.75 

2.66 

$74 

6.4% 

$61 

21% 

American  Tel  &  Tel 

4.00 

1.05 

58 

6.9 

45 

29 

Bergen  Brunswig 

1.15 

1.65 

23 

5.0 

21 

10 

City  Investing 

2.00 

1.56 

36 

5.6 

31 

16 

Cluett,  Peabody 

1.00 

.63 

16 

6.3 

12 

33 

Monsanto 

2.75 

1.12 

59 

4.7 

55 

7 

RCA  Corp 

4.00 

2.11 

80 

5.0 

68 

18 

Rio  Grande  Industries               0.80 

.50 

14 

5.7 

12 

17 

Sun  Oil 

2.25 

.77 

45 

5.0 

42 

7 

Tenneco 

5.50 

3.73 

98 

5.6 

95 

3 
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been  smallish,  thus  limiting  their  use- 
fulness in  large  portfolios.  However, 
during  the  past  16  months  the  supply 
of  convertible  fixed  income  securities 
of  industrial  concerns  has  been  ex- 
panded by  the  psychology  which 
might  be  called  "Post-Penn  Central 
Praecox."  or  the  massive  rush  by  cor- 
porate financial  planners  to  improve 
liquidity.  Although  utility  manage- 
ments were  initially  reluctant  to  fi- 
nance through  the  sale  of  convertible 
preferred  stocks,  this  industry  too  has 
joined  the  march  in  order  to  meet  the 
needs  of  record-breaking  expansion 
programs. 

The  population  of  convertible  pre- 
ferred issues  has  thus  proliferated,  and 
those  of  recent  vintage  carry  the  gen- 
erous fixed  dividends  that  were  nec- 
essary to  make  them  salable  during 
the  recent  and  recurring  waves  of 
very  high  interest  rates.  Indeed,  the 
wide  spread  between  the  yields  of  fix- 
ed-income securities  and  the  roughly 
\  ield  provided  by  the  Dow  Jones 
industrials  at  the  Dear  900  level  (the 
return  on  the  S&P  composite  is  lower 
still)  has  been  one  of  the  persistent 
deterrents  to  a  sustained  advance  of 
common  stock  prices. 

A  Tax  Break 

If  convertible  securities  are  to  come 
into  vogue,  current  conditions  seem 
about  as  conducive  as  any  to  spark 
a  trend.  Convertible  preferreds  have 

particular  appeal  for  corporate  hold- 
ers. As  is  well  known,  preferred  stock 
dividends  received  by  corporations 
are  excluded  from  its  taxable  base 
to  the  extent  of  85%.  They  are  sub- 
net to  an  effective  tax  rate  of  only 
is  against  A8%  for  most  other 
forms  of  corporate  income.  In  a  sense, 
convertible  preferreds  give  the  cor- 
porate investor  some  of  the  features  of 
tax-exempt  bonds  coupled  with  the 
equity  hedge. 

Discussions  of  convertible  securi- 
ties are  usually  distinguished  by  their 
invertebrate  prose.  Suffice  it  to  restate 
the  general  expectation  that  unhin- 
dered corporate  profits  could  rise  by 
15%  or  more  next  year,  enhancing  the 
value  of  equities  in  general.  Added 
to  that  is  a  fear— I  hope  unfounded— 
that  the  Federal  Government  is  con- 
sidering pegging  interest  rates  at  lower 
rates  than  now  prevail.  Extrapolation 
of  these  two  lines  of  thought  would 
logically  give  convertible  preferreds 
with  the  right  statistics  the  opportuni- 
ty to  sell  at  higher  prices:  They  would 
be  worth  more  as  bonds;  and  the  con- 
version option  would  be  worth  more. 

In  my  opinion,  the  accompanying 
list  of  convertible  preferreds  offers  an 
attractive  combination  of  steady  in- 
come and  long-term  capital  apprecia- 
tion potential.   ■ 
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Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially. 
my  account  would  amount  to  about  $ 


Name. 


Address. 


.State. 


.Zip. 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Gold  Has  Lost  Its  Glitter 


President  Nixon's  new  economic 
program,  as  outlined  in  his  speech  of 
Aug.  15,  received  almost  universal  ac- 
claim at  home.  The  international  im- 
plications of  these  proposals,  how- 
ever, were  such  that  universal  acclaim 
could  hardly  be  expected.  In  many 
ways,  the  immediate  results  of  his 
proposals  in  the  money  markets  of  the 
world  created  confusion,  in  fact,  in 
some  areas  chaos  mixed  with  a  little 
bit  of  panic. 

The  Administration  at  last  took 
cognizance  of  the  fact  that  the  rate 
of  inflation  in  this  country  in  recent 
years  has  been  at  a  greater  rate  than 
that  abroad  and  that  the  purchasing- 
power  parity  of  the  dollar  has  slipped 
at  a  rate  faster  than  most  of  the  other 
major  currencies,  and  consequently, 
due  to  the  fact  that  the  dollar  was 
overvalued,  this  nation's  goods  were 
at  a  disadvantage  in  world  markets. 
Perhaps  I  shouldn't  say  that  the  Ad- 
ministration took  cognizance  of  these 
facts;  Mr.  Nixon  to  the  last  was  harp- 
ing on  a  so-called  "overvaluation"  of 
foreign  currencies,  although  no  one 
quite  knows  what  the  practical  dif- 
ference in  the  implication  of  these  two 
labels  may  be. 

Nonetheless,  by  stopping  the  con- 
version of  U.S.  dollars  into  gold,  and 
allowing  the  rate  to  float,  a  practical 
devaluation  of  the  dollar  in  the  mar- 
ketplace lias  been  achieved.  However, 
it  is  questionable  whether  the  tech- 
nique used  could  not  have  been  im- 
proved upon.  Unilateral  action  on  the 
part  of  a  superpower  is  hardly  in 
keeping  with  good  faith  when  inter- 
national cooperation  and  consultation 
in  many  areas  is  being  preached. 
Surely  the  International  Monetary 
Fund  and  the  Club  of  Ten  (consisting 
of  Canada,  Great  Britain,  France,  Ja- 
pan, West  Germain,  Netherlands,  Italy, 
Belgium,  Sweden  and  the  U.S.)  could 
have  been  consulted  and  a  means 
found  to  realign,  at  least  in  some 
measure,  the  major  currencies,  even 
if  only  floating  rates  had  been  permit- 
ted within  a  broader  hand  than  the 
strict  l'l  from  parity  theoretically  al- 
lowed by  the  IMF. 

The  so-called  international  mone) 
crisis  will  leave  he'  n.l  it  a  large  num- 
ber of   repercussions  which   will  not 

he  Fully  resolve  1   lor  some   time.   It   is 
to    he    hoped    that    !>\     the    end    of    the 


IMF  meeting  some  steps  will  have 
been  taken  to  have  a  new  set  of  cur- 
rency parities.  In  effect  the  devalua- 
tion of  the  dollar  (whatever  we  call 
it)  is  taking  place,  and  should  give 
the  world  monetary  authorities  an 
excellent  opportunity  to  establish  new 
foreign  exchange  parity  rates.  It  will 
not  require  much  argument  to  realize 
that  the  need  to  devalue  the  dollar 
against,  say,  sterling  and  the  French 
franc,  is  not  as  great  as  against,  say, 
the  deutschmark  and  the  yen. 

An  Unknown  Quantity 

As  far  as  investments  are  concerned, 
the  implications  of  this  new  monetary 
scene  can  hardly  be  weighed  while  so 
much  uncertainty  still  remains.  It 
seems  pretty  certain,  however,  that 
the  Bretton  Woods  Agreement,  which 
has  governed  world  currency  transac- 
tions since  the  end  of  World  War  II, 
will  have  to  be  reshaped.  By  and 
large,  it  is  remarkable  how  well  this 
Agreement  worked  in  the  face  of  fre- 
quently overstraining  difficulties.  It 
has  never  been  a  gold  system;  at  the 
best,  it  was  a  dollar  reserve  system 
with  the  dollar  convertible  into  gold 
by  central  banks.  There  was  a  great 
deal  to  be  said  for  such  a  system  in 
the  years  following  the  holocaust  of 
World  War  II,  when  the  economic 
supremacy  of  the  U.S.  was  so  over- 
whelming. 

Today,  there  are  other  countries 
that  have  very  healthy  economies, 
and  the  combination  of  the  Common 
Market  countries  presents  an  econom- 
ic front  very  nearly  as  strong  as  this 
nation's.  It  is  only  right  and  proper 
that  the  overwhelming  supremacy  of 
the  dollar  should  be  replaced  by 
some  new  unit  of  international  set- 
tlement, probably  composed  of  a 
combination  of  elements.  Something 
similar  to  the  original  proposal  made 
by  Lord  Keynes  at  Bretton  Woods, 
which  was  subsequently  refuted  in  fa- 
vor of  the  Morgenthau  proposals,  may 
well  take  place.  Certainly  the  experi- 
ence  of  the  last  year  or  so  has  shown 
that,  while  fixed  parities  are  needed, 
lor  monetary  stability,  a  broader  range 
of  deviation  than  1%  on  each  side  of 
par  is  verj  useful  in  overcoming  mi- 
nor disequilibriums. 

Even  if  the  U.S.  dollar  is  devalued 
in    the    classical    sense,    and    the    gold 


parity  raised,  this  devaluation  is  hard- 
ly likely  to  exceed  12.5%,  and  15% 
would  be  by  far  the  uppermost  limit. 
A  15%  rise  in  the  price  of  gold  from 
the  official  parity  of  $35  an  ounce, 
would  mean  a  price  of  about  $40.50, 
hardly  the  major  increase  in  the  price 
of  gpld  t  one  time  hoped  for  by  the 
supporters  of  the  gold  system.  Though 
such  a  small  increase  in  the  price  of 
-gold  is  certainly  very  much  within  the 
realm  of  probability,  this  level  would 
be  a  disappointment  for  the  majority 
of  holders  of  gold  shares.  Further- 
more, the  handwriting  seems  to  be  on 
the  wall;  gold  will  play  an  ever-de- 
creasing role  in  monetary  systems  and 
the  probability  of  its  being  entirely 
demonetized  in  the  near  future  seems 
to  be  greater  than  ever.  This  is  not 
to  say  that  all  gold  shares  are  over- 
priced, or  that  by  careful  selection 
one  may  not  be  able  to  make  money 
on  gold  shares.  It  does  say  that  gold 
shares  as  a  group  should  lose  their 
investment  appeal  as  a  currency 
hedge  as,  indeed,  they  have  proved 
to  be  of  no  insurance  value  during 
the  current  crisis. 

The  lack  of  international  consulta- 
tion and  the  unilateral  imposition  of 
the  10%  import  surcharge  can,  per- 
haps, be  defended  as  a  measure  of 
short-term  expediency.  However,  the 
import  surcharge  presents  the  threat 
of  a  return  to  mercantilism  and,  un- 
less very  delicately  handled,  could 
easily  degenerate  into  a  trade  war. 
This  would  negate  most,  if  not  all,  of 
the  progress  to  facilitate  the  flow  of 
international  trade  achieved  within 
recent  years. 

Buying  Time 

An  effective  devaluation  coupled 
with  a  temporary  surcharge  on  im- 
ports can  by  no  means  solve  our  prob- 
lems. These  measures  can  only  buy  us 
time  to  put  our  house  in  order,  to  stop 
or  at  least  to  deescalate  the  infla- 
tionary pressures  we  are  suffering 
from,  and  to  start  the  economy  roll- 
ing in  a  higher  gear.  It  remains  to  be 
seen  to  what  extent  the  President's 
other  measures  will  work  to  achieve 
these  important  aims. 

It  cannot  be  emphasized  too  strong- 
ly, however,  that  one  single  factor 
could  effect  an  entire  change  in  the 
whole  situation,  helping  to  put  the 
economy  on  an  even  keel  and,  at  the 
same  time,  allowing  lower  interest 
rates  to  prevail:  the  cessation  of  the 
war  in  Southeast  Asia.  Of  course,  even 
an  immediate  cessation  of  the  war 
would  not  have  an  immediate  impact 
on  the  economy;  there  would  obvious- 
ly be  a  transitionary  period.  But  once 
that  was  past,  the  impact  of  the  end- 
ing of  a  wartime  economy  would  be 
strongly  felt.  ■ 
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RECOMMENDED 


COMPANY 


Date 


Priced) 


NEW  YORK  STOCK  EXCHANGE 

Automatic  Data  Proc.  .  9-10-66  5  3/8 

Cap.  Cities  Brdcstg    .  .  .  3-5-65  9  1/8 

Eckerd,  Jack 9-10-66  1  7/8 

(2)Fieetwood  Enterprises.  11-22-67  3  7/8 

Handleman  Co 4-6-66  5  5/8 

(3)HeuDlein 10-5-66  6  3/4 

Hunt  Chemical 10-31-66  5  3/8 

Marion  Laboratories  .  .  8-2-66  9  7/8 

Masco  Corp 1-22-65  9  3/8 

National  Chemsearch.  .  12-8-66  8 

(4)Penney.  J.  C 12-24-66  12  3/4 

(5)RCA  Corp 10-31-66  10 

(6)Revco  Drug  Stores.  .  .  .  11-9-66  4  3/4 

Rockower  Bros 9-19-68  10  1/4 

Texas  Oil  and  Gas  ....  6-10-65  5  7/8 

Unishops 1-22-65  5  3/4 

University  Computing  .  11-28-66  5  7/8 

VCA  Corp 1-22-65  9  1/2 

AMERICAN  STOCK  EXCHANGE 

Ames  Dept.  Stores.  .  .  .  11-4-66  3  1/4 

Bankers  Util.  Corp    ...11-11-70  16 

Carolina  Pipeline 3-5-65  5  1/4 

Circle  K  Corp 8-19-66  5  3/8 

(7)Delta  Corp.  America  .  .  8-25-71  29  5/8 

(8)Earl  Scheie 7-15-70  13  1/2 

Edmos  Corp 8-12-70  8  3/8 

Fabn  Centers  Amer  .  .  .  11-26-69  22  3/4 

General  Battery 7-29-71  27  3/8 

Golden  W.  Mob.  Home  9-15-69  15 

Greenman  Bros 9-19-68  10  1/2 

Harland.  John  H 10-29-70  20  5/8 

Heck's 8-4-67  3  7/8 

Her  Majesty  Industries.  5-13-71  20  3/4 

House  of  Fabrics 3-16-68  6  1/2 

Jamesway  Corp 3-20-69  10  3/4 

Jeannette  Corp 8-28-69  20  1/4 

Kaneb  Services 11-24-70  20  5/8 

Kenwin  Shops 5-10-67  3  3/4 

Multi-Amp  Corp 7-1 1-67  7  7/8 

New  Process  Co 7-29-70  23  7/8 

Pickwick  International.  7-2-65  2  5/8 

Ponderosa  System  ....  12-10-69  12 

Sky  City  Stores 10-29-69  7  3/4 

Standard  Motor  Prod.  .  11-11-70  12  3/8 

Superscope. 12-2-66  7  1/8 

OVER  THE  COUNTER  (Bid  price  only) 

Aceto  Chemical 6-10-70  6  1/2 

Affiliated  Bankshares  C  4-14-71  24 

American  Financial  .  .  .  1-27-71  23  5/8 

Barnes-Hind  Phar 10-31-66  21 

Best  Products 2-11-71  15 

Beverage  Canners 12-3-69  4  7/8 

BI-LO 7-15-71  2i  1/2 

Brenco 1-22-65  8  5/8 

Central  Banking  System2-24-71  11  1/4 

Champion  Parts  Rebuil  1-27-71  10  1/4 

Clevepak 6-26-69  26  3/4 

Crown  Auto  Stores  .  .  .  6-10-71  11  3/4 

Dart  Drug 6-25-70  14  7/8 

Discount  Fabrics 5-14-70  6  3/4 

Dollar  General 8-6-69  16  3/4 

Dougherty  Bros 2-13-68  5  7/8 

Family  Dollar  Stores  .  .  2-11-70  6  1/8 

Fifth  Avenue  Cards  .  .  .  11-20-68  4  1/8 

Furr's  Cafeterias 8-29-71  24  1/4 

Genovese  Drug 7-10-69  9  1/2 

Hach  Chemical 8-6-69  10  3/4 

(9)Hollymatic  Corp 9-24-69  15  3/4 

Kiddie  Products 4-29-70  7 

Lawson  Products 10-15-70  6  5/8 

Liberty  Homes 6-24-71  15 

Longs  Drug  Stores     .  .  .  10-21-66  7  1/8 

MacDermid 12-21-66  8  3/8 

Margo's  LaMode 4-14-71  6  1/2 

Minnesota  Fabrics     .  .  .  11-24-70  9  3/8 

Motherhood  Maternity   8-12-70  7  1/4 

Pay  Less  Drug 2-11-70  21  1/2 

Pioneer  Metals 1-28-70  7  3/4 

Powers  Regulator    ....  12-30-70  31  3/8 

(lO)Presley  Development  .  .  3-11-70  18 

Programming  Methods.  6-18-69  16  1/2 

Ragen  Precision  Indus  .  10-20-66  1  7/8 

Republic  Powdered  Mtl  1-13-71  7  1/2 

RLI  Corp 5-27-70  9 

Riekes,  S.,  &  Sons  ....  3-10-71  10  7/8 

San/Bar  Electronics.  ..  6-11-70  5  1/2 

Seven-Up 4-30-70  34  1/2 

Standun     12-23-69  11  1/4 

United  Inns 3-20-67  2  3/8 

Volume  Shoe 4-9-69  17  1/4 

Wadsworth  Publishing  .  6-25-70  15 

Wagner  Mining  Equip    .  5-27-70  8  3/8 

Walls  Industries 7-15-70  8  7/8 

Waxman  Industries  .  .  .  6-9-71  9  3/4 

Winn's  Stores 7-29-70  8  7/8 

Wright,  Wm,  E 12-3-69  9  3/8 


Price 

%  Gain 

9-3-71 

—  Loss 

57  7/8 

976 

45  3/4 

401 

28 

1389 

55  5/8 

1334 

38  3/4 

588 

44  1/2 

559 

17  1/4 

221 

55  5/8 

463 

61  3/4 

558 

54  1/2 

581 

70  5/8 

454 

33  7/8 

239 

3^5  1/2 

647 

14  1/4 

40 

46  1/2 

686 

26  1/8 

354 

27  1/4 

363 

20  1/2 

116 

26 

700 

33 

106 

15  7/8 

202 

38  3/8 

613 

32  1/4 

9 

34  1/8 

153 

24  3/8 

191 

20  7/8 

-8 

30 

9 

16  1/4 

8 

30  7/8 

194 

38  5/8 

87 

24  3/4 

538 

25  3/8 

22 

42 

546 

21  3/8 

99 

25  7/8 

28 

30 

45 

13  1/8 

250 

17  3/4 

125 

81  1/8 

240 

33  3/4 

1183 

53  3/8 

345 

11  1/2 

48 

26  1/4 

112 

18  1/8 

154 

10  1/2 

61 

25  3/4 

7 

26  3/4 

13 

42  1/4 

101 

62  1/2 

317 

12  l/2« 

156 

25  3/4 

20 

38  1/4 

343 

18  1/4 

62 

13  1/8 

28 

21  1/4 

-21 

10  1/4 

-13 

37  3/8 

151 

16  7/8 

150 

39  1/4 

134 

10  1/4 

74 

23  3/4 

287 

8  3/4 

112 

26  1/4 

8 

7  1/4 

—24 

29 

170 

21  1/4 

35 

15  5/8 

123 

18 

171 

21  1/8 

41 

47 

559 

31  1/2 

276 

8  3/4 

35 

26 

177 

13 

79 

22  7/8 

6 

9  1/2 

22 

28  1/4 

-10 

42  1/4 

135 

20  1/2 

24 

7  1/8 

279 

17  1/4 

127 

18 

100 

12  5/8 

16 

13  1/2 

145 

70  1/4 

104 

36 

220 

22 

824 

54 

213 

18  3/4 

25 

17  5/8 

110 

27  1/2 

210 

12  3/4 

31 

23  3/4 

167 

24  1/4 

158 

AND  A  TALE  OF 
FIVE  DWARFS* 


IF  YOU  are  seriously  in- 
terested in  building  your  capi- 
tal, GROWTH  STOCK  OUT- 
LOOK may  be  a  useful  invest- 
ment tool.  Our  service  is  de- 
signed for  brokers  and  insti- 
tutions -  also  those  sophisti- 
cated private  investors  who 
recognize  the  risks  and  pos- 
sible rewards  of  investing  in 
vigorously  growing  companies 
with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange, 
the  American  Stock  Exchange, 
and  Over-the-Counter  listings. 
We  look  for  young  companies 
in  the  incubation  stage  rather 
than  trying  to  catch  high  fly- 
ers on  the  wing. 

30    Reports   a    year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month. 
We  also  airmail  a  new  listing 
whenever  a  company  meets 
our  qualifications.  Subscribers 
receive  at  least  30  reports  a 
year.  We  keep  tabs  on  each 
of  our  issues  and  delist  those 

FOOTNOTES    TO   STOCK    LIST 

(1)  Adjusted    for    all    stock    splits 

and/or  stock  dividends. 
(2)2    for    1   split,   record   9-10-71. 

(3)  Recommended      as     Kentucky 
Fried  Chicken  (merger). 

(4)  Recommended   as  Thrift  Drug 
(merger). 

(5)  Recommended  as  Coronet  In- 
dustries (merger). 

(6)  Recommended    as    Cole    Drug 
(merger). 

(7)  5  for  4  split  proposed. 

(8)3  for  2  split,  payable  9-28-71. 

(9)  List  Midwest  Stock  Exchange. 

(10)  Will  list  on  ASE. 


that  fail  to  maintain  our  stand- 
ards. We  never  leave  our  sub- 
scribers in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January  22,  1965,  when  the 
DJIA  was  then  near  its  all 
time  high.  That's  a  pretty 
honest  time  to  start  an  invest- 
ment advisory  service.  Availa- 
ble on  request  is  a  list  of  all 
companies  delisted  from  this 
service  since  inception  in 
January    1965. 

Only   $35   a   year 

Our  service  presently  covers 
94  companies,  including  all 
new  recommendations  for  the 
past  16  months.  They  are 
listed  for  information  only. 
We  make  no  guarantees,  no 
veiled  promises  of  instant  per- 
formance. IT  SHOULD  NOT 
BE  ASSUMED  THAT  FU- 
TURE RECOMMENDATIONS 
WILL  BE  PROFITABLE  OR 
WILL  EQUAL  THE  PER- 
FORMANCE OF  PRESENT 
OR  PAST  LISTINGS. 

Subscription  is  only  $35 
per  year  (tax  Deductible),  or 
$15  for  three  months.  Just  fill 
in  the  coupon  below,  mail  it, 
and  your  service  will  begin 
immediately.  As  a  bonus  for 
full  year  subscribers,  we  in- 
clude   fifteen    back    reports. 

*  Oh,    about   those 

dwarfs  . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Five 
of  our  stocks  are  now  growing 
backwards. 


GROWTH   STOCK  OUTLOOK,   INC.  r 

P.  O.  BOX  9911 
CHEVY  CHASE,  MARYLAND  20015 
□  One  Year  $35      D  Three  Months  $15         D  Foreign  $65  U.S. 

Remittance  Must  Accompany  All  Subscription  Requests 

NAME 


ADDRESS 
City 


State 


Zip. 


This  subscription  may  not  be  assigned  without  subscriber's  consent 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record,  "and  how 
it  may  help  you  now,  simply  write  Dept.  P-77 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oh8i 

Investment  Management    •    Incorporated  1936 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  69 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues; 
3  monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-101,  17  Battery  Place,  N.Y. 
10004.  Money  back  guarantee. 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  .  and  how  many  NEW  mil- 
lionaires join  the  ranks  every 
year?  How  did  they  acquire 
their  wealth?  The  number  and 
the  reasons  may  astonish  you!  This  amazing  story 
is  revealed  in  a  valuable  new  booklet, 
"NEW  ROADS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  factual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  asso- 
ciate of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  "New  Roads  to  Wealth  and 
Opportunity,"    phone,   wire,   or  write  immediate- 

F.O.R.K.  INTERNATIONAL 
P.O.  Box  22458  Denver.  Colo.  80222 


READERS  SAY 


(Continued  from  page  12) 

Kennecott  were  available  on  the  public 
record,  and  Fortune's  conclusions  in  the 
article  were  its  own. 

—Gilbert  E.  Dwyer 

Vice  President,  Administration 

Kennecott  Copper  Corp. 

New  York,  N.Y. 

Datsun— The  Yankee  Car 

Sir:  I  was  interested  to  read  about 
the  Japanese  success  in  "outsmarting" 
Detroit  (  Forbes,  Sept.  1 ) .  One  exam- 
ple is  how  Nissan  outbid  U.S.  companies 
for  being  a  co-sponsor  of  the  N.Y.  Yan- 
kees' home  baseball  telecasts.  Yankee  re- 
lief pitchers  are  brought  in  from  the  bull- 
pen in  the  automobile  of  the  sponsor. 
In  my  opinion,  the  advertising  execu- 
tives of  the  U.S.  auto  companies  have 
failed  to  calculate  the  amount  of  free 
publicity  the  Datsun  has  gratuitously  re- 
ceived as  "the  official  Yankee  car." 

—Howard  M.  Fox 
New  York,  N.Y. 

Nailing  Steel 

Sir:  Your  editorial  about  the  Ameri- 
can steel  industry  (Fact  i?  Comment, 
Sept.  1 )  hits  the  nail  right  on  the  head. 
Those  of  us  who  have  been  observing  this 
industry  at  first  hand  are  appalled  at 
the  management  ennui  which  has  taken 
over.  The  kind  of  costly  decision-mak- 
ing which  you  cite  is  symptomatic  of  the 
entire  industry,  up  to  and  including  its 
trade  association  leadership. 

—Basil  Condon 

University  of  Pittsburgh 

Pittsburgh,  Pa. 

Sir:  [Your]  petulant  editorial  on  U.S. 
Steel  is  hardly  worthy  of  Forbes:  Capital- 
ist Tool.  The  real  villain  in  the  piece  is 
the  lack  of  recognition  of  the  importance 
of  basic  industry  to  the  overall  U.S.  econ- 
omy. As  a  nation  we  have  not  yet  set 
up  domestic  and  international  trade  leg- 
islation now  required  in  a  world  where 
the  U.S.  is  no  longer  the  only  industrial 
giant.  U.S.  Steel's  fall  from  the  "pin- 
nacle of  firm  and  foresighted  leader- 
ship" is  a  part  of  an  even  greater  United 
States  fall. 

—Richard  L.  Deily 

Executive  Director, 

Institute  for  Iron  &  Steel  Studies 

Green  Brook,  N.J. 

The  Risk  Factor 

Sir:  The  risk  factor  makes  the  signif- 
icant difference  between  the  entrepre- 
neur and  the  hired  executive.  Using  Mr. 
Geneen's  own  case  (Fact  ir  Comment, 
Aug.  I),  a  few  bum  decisions  in  his  own 
little  business  and  he  loses  his  entire  in- 
vestment. Equally  poor  decisions  at  ITT 
would,  at  worst,  only  cost  him  his  job 
and  he  could  probably  get  another  at 
equal  salary. 

—Harlan  J.  Bauer 
Wheaton,  111. 


Dividend 

on 

common 

shares 


The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  September  2,  1971,  de- 
clared a  dividend  of  forty- 
five  cents  (45<t)  per  share 
on  the  outstanding  Com- 
mon Shares  of  the  Corpo- 
ration, payable  on  October 
11,  1971  to  shareholders  of 
record  at  the  close  of  busi- 
ness on  September  24, 197 1 . 
G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


195th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  September 
1,  1971  declared  a  quarterly  dividend 
of  37  Vt  cents  per  share  payable 
October  1,  1971  to  shareholders  of 
record  September  15,  1971. 
HIRAM  S.  LIGGETT,  Jr. 
Treasurer 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


th 


167 


consecutive 

quarterly 

dividend 


10  Cents  a  Share 

Payable  September  22,  1971 

Record  Date  September  13,  1971 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 
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Tuni  T/^unrc     on  the 

1  I    lV_/UVjrn  1  J...  BUSINESS  OF  LIFE 


When  man  learns  to  understand 
and  control  his  own  behavior  as  well 
as  he  is  learning  to  understand  and 
control  the  behavior  of  crop  plants 
and  domestic  animals,  he  may  be  jus- 
tified in  believing  that  he  has  be- 
come civilized.      — Elvin  C.  Stakman 


Violent  excitement  exhausts  the 
mind  and  leaves  it  withered  and 
sterile.  —  Francois  Fenelon 


Genius  is  initiative  on  fire. 

— Holbrook  Jackson 


It  is  remarkable  how  easily  and  in- 

•  sensibly  we  fall  into  a  particular  route, 

and  make  a  beaten  track  for  ourselves. 

—Henry  David  Thoreau 


Good  temper  is  an  estate  for  life. 

—William  Hazlitt 


He  is  great  enough  that  is  his  own 
master.  —Joseph  Hall 


Order  and  simplification  are  the 
first  steps  toward  the  mastery  of  a 
subject.  The  actual  enemy  is  the  un- 
known. —Thomas  Mann 


Men   are   not   beaten    by   the   big 
things  so  much  as  by  the  little  things. 
—William  Feather 


It  is  in  trifles,  and  when  he  is  off 
his  guard,  that  a  man  best  shows  his 
character. 

—Arthur  Schopenhauer 


Passion,    joined    with    power,    pro- 
duceth  thunder  and  ruin. 

—Thomas  Fuller 


The  price  of  that  upward  mobility 
of  which  we  have— as  a  people— for 
so  long  been  so  proud— has  become 
too  high.  — Marya  Mannes 


The  humorous  man  recognizes 
that  absolute  purity,  absolute  justice, 
absolute  logic  and  perfection  are  be- 
yond human  achievement  and  that 
men  have  been  able  to  live  happily 
for  thousands  of  years  in  a  state  of 
genial    frailty.        —Brooks    Atkinson 


Time  after  time  .  .  .  today's  crisis 
shrinks  to  next  week's  footnote  to  a 
newly  headlined  disaster. 

—Hal  Borland 


B.  C.  FORBES 

Excitability  often  springs 
from  incompetency.  The  man 
who  is  master  of  his  job  usually 
can  keep  calm.  He  knows  how 
to  meet  each  situation  that 
arises  and  does  so  capably, 
without  fussing  or  fuming.  To 
get  a  better  grip  on  tjour  tem- 
per, get  a  better  grip  on  your  job. 


Follow  your  honest  convictions  and 
be   strong.       —William   Thackeray 


The  growth  of  wisdom  may  be 
gauged  accurately  by  the  decline  of 
ill  temper. 

— Friedrich  Nietzsche 


Men  are  nothing  until  they  are  ex- 
cited. —Michel  de  Montaigne 


I  certainly  think  that  it  is  better  to 
be  impetuous  than  cautious,  for  for- 
tune is  a  woman,  and  it  is  necessary, 
if  you  wish  to  master  her,  to  conquer 
her  by  force. 

— Niccolo  Machiavelli 


Common  sense  is  genius  dressed  in 
its  working  clothes. 

—Ralph  Waldo  Emerson 


The  greatest  injustices  proceed 
from  those  who  pursue  excess,  not  by 
those  who  are  driven  by  necessity. 

—Aristotle 


If  we  resist  our  passions  it  is  more 
from  their  weakness  than  from  our 
strength.  —La  Rochefoucauld 


To  adorn  our  characters  by  the 
charm  of  an  amiable  nature  shows  at 
once  a  lover  of  beauty  and  a  lover  of 
man.  — Epictetus 


Convictions  are  the  mainsprings  of 
action,    the    driving    powers    of    life. 
What  a  man  lives  are  his  convictions. 
—Francis  C.  Kelley 


Don't  gamble!  Take  all  your  sav- 
ings and  buy  some  good  stock  and 
hold  it  till  it  goes  up,  then  sell  it.  If  it 
don't  go  up,  don't  buy  it. 

—Will  Rogers 


A  Text . . . 


Sent  in  by  Lawrence  Webber,  San 
Francisco,  Calif,  What's  your  Favor* 
tte  text?  The  Forbes  Scrapbnok  of 
Thoughts  on  the  Business  of  Life  is 
d  ted    to    senders    «>t    texts    used. 


Ye    are    our    epistle    written    in    our 
hearts,  known  and  read  of  all  men. 

—II  Corinthians  3:2 
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How  A  lean  Aluminum 

conquered 

Aeolus,  God  of 

the  Winds. 


As  we  all  know,  Aeolus  is  the  ancient  God  of  the  Winds.      burling  am 

oct i 2  m 

But  what  you  may  not  know  is  that  long-blustering  library 

Aeolus  has  some  pretty  tricky  winds.  Like 
those  that  can  trigger  a  phenomenon  called 
Aeolian  vibration.  That  electric  power 
companies  have  to  go  to  a  lot  of  trouble  to  control. 

But  now  the  ever-struggling  power  companies  have 
a  way  to  conquer  Aeolian  vibration  with  a 
revolutionary  new  kind  of  cable  from  Alcan  Aluminum. 
We  call  it  Self-Damping  Conductor,  or  SDC. 

Because  of  its  design  and  construction,  SDC 
stops  Aeolian  vibration  before  it  can  build  up  and 
cause  any  damage.  Utilities  who  use  Alcan's 
SDC  can  stamp  out  "unsightly  cable  sag"  and  use 
fewer  and  shorter  towers.  And  because  of  fewer  and 
shorter  towers,  utilities  that  use  SDC  can  save 
as  much  as  $1,300  per  mile.  (When  was  the  last  time 
you  heard  of  construction  costs  going  down?) 

Alcan  now  leads  the  field  in  helping  America's  cost-plagued 
utilities  conquer  Aeolian  vibration.  Frankly,  it's 
enough  to  make  even  an  aluminum  company  feel  heroic. 


Find  out  more  about  what  Alcan  is  up  to- 
rn the  United  States,  in  Canada  and  in  more  than 
100  other  countries.  Write  for  our  booklet,  A\\ 

"Introducing  Alcan'.' Address:  Alcan  mLh\\\ 

Aluminum  Corporation,  100  Erieview  Plaza,  ^alcan 
Cleveland,  Ohio  44114. 

Alcan.  The  aluminum  company. 


RCA  built  a  satellite  to  save  you 
a  new  pair  of  shoes. 


Anybody  who's  had  to  stand 
in  a  rain  that  wasn't  supposed  to 
happen,  knows  what  we're  talking 
about. 

Anybody  who  deals  with  ships 
at  sea,  airlines,  or  any  form  of 
agriculture  knows  that  predicting 


the  weather  is  a  serious  business. 

Because  to  some  people,  the 
weather  means  more  than  whether 
or  not  you  take  an  umbrella 
to  work. 

Sometimes  it's  a  question  of 
survival. 


Since  1960,  RCA-built  meteoro- 
logical satellites  have  returned 
more  than  1,500,000  pictures  of  the 
earth's  weather. 

Warnings  based  on  satellite  data 
have  saved  lives  and  property  all 
over  the  world. 

On  December  1 1,  a  new 
RCA-built  satellite  was  launched 
from  the  Western  Test  Range  in 
California. 

It  is  the  most  advanced  opera- 
tional weather  satellite  ever 
built.  It  will  view  every  portion  of 
the  earth  twice  a  day. 

It  even  has  special  sensors  that 
see  at  night. 

So  it  will  give  early  warning  of 
major  disturbances,  and  a  more 
timely  picture  for  your  local 
weatherman. 

And  it's  an  integrated  system, 
from  its  cloud  cameras  to  its  data 
processors  on  the  ground. 

All  over  the  world,  people  who 
depend  on  the  weather  will  benefit 
from  this  satellite. 

Our  new  satellite  could  save  a  lot 
of  people  a  lot  of  trouble. 

It  could  even  save  you  a  new  pair 
of  shoes. 


ItC/l 
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A  unique  marriage 

Financial  expertise 
&  computer  Technology 

we  now  pronounce  you 

FifllECll 

A  new  service  for  corporations,  from  Manufacturers  Hanover—  to  help  you  make 
corporate  financial  plans  and  decisions  fast,  accurately,  economically. 


Firilccti  is  unique  in  the  field  of 
corporafe  financial  planning. 

Unlike  any  other  financial  engineer- 
ing service  in  the  marketplace  today. 

Rare  Mix 

FinTecli  combines  the  skills  of  highly- 
talented  bankers  with  incredible 
machinery.  The  union  is  a  rare  mix 
capable  of  solving  problems  affecting 
all  levels  of  corporate  financial 
management. 

How  Firilccti  works 
In  practice,  Firilccti 
professionals 
counsel  you  and 
maintain  a  close  work-  : 
ing  relationship  with  your  financial 
management,  from  start  to  finish. 
They  quickly  get  to  the  heart  of  your 
corporate  problem,  however  complex. 
From  a  library  of  over  40  analysis 

programs,  they  pinpoint 

the  right  one,  and 

then  develop  a 

creative  solution 

hand-tailored  to 

your  needs. 

Finally,  they  sit  down  with  you  to 


explain  what  it  all  means. 

On  day-to-day  decisions.  On  long- 
range  financial  forecasting. 

In  areas  that  give  you  the  corporate 
worries.  Like  forecasting  cash  flow. 
Evaluating  sources  of  financing. 
Reviewing  capital  expenditure 
proposals.  Making  lease  or  buy 
decisions.  You  name  it-  Firilccti  has 
solved  it.  Or  will  solve  it.  Fast. 

Say  you're  a  company  among 
the  top  500 
Firilccti  is  ideal  for  you  in 
financial  problem  solving 
—as  a  consulting  service, 
or  "second  opinion".  If 
you  want  immediate  access  to 
Firilccti  information  on  your  company, 
we'll  even  arrange  to  have  a  computer 
terminal  installed  right  in  your  office. 

If  you're  a  smaller  company... 

FmTecli  analysis  can  be  the 
central  cog  in  your  financial 
planning  process.  Can  save 
your  company  the  expense 
of  beefing  up  your  accounting 
and  research  staffs.  And,  as 
with  all  Firilecti  users, 


we're  on  hand  to  give 
you  counsel  at  any  time, 
at  your  request. 

Suppose  you're  a 
correspondent  bank 

Use  Firilccti  to  help  you  in  things 
like  credit  analysis,  export-import 
participation  loans,  capital  adequacy 
reporting,  bank  earnings  projections, 
bond  trade  evaluations.  You  can  even 
put  Firilccti  to  work  serving  your 
own  corporate  clients. 

What  about  cost? 
That's  another  of  Firilccti  s  attractive 
features.  It's  yours,  in  full  or  any  part, 
on  a  fee  basis-by  the  hour,  by  job 
assignment,  or  full-time. 

For  more  information 
To  find  out  more  about  Firilccti,  and 

what  it  can  do  for  your  company,  write 
or  call  Paul  H.  Hunn,  Vice  President, 
( Firilccti),  Manufacturers  Hanover  Trust 
Company,  350  Park  Avenue,  New  York, 
N.Y.  10022.Telephone:  (212)350-4645, 
or  350-4248. 


FinlEcti  PT 


solving  tomorrow's 
problems  today 


Manufacturers  Hanover 

does  big  things 
in  corporate  financial  planning 
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Side  Lines 


Aerospace  to  Astronaut 

Forbes  Senior  Editor  Stephen  Quickel  is  beginning  to  feel  at  home  in 
the  aerospace  industry.  Back  in  1967  he  did  a  cover  story  on  Lockheed 
("Can  It  Make  a  Commercial  Comeback?"  Oct.  1,  1967).  He  followed 
it  a  couple  of  years  later  with  a  cover  story  on  the  McDonnell  Douglas 
merger  ("McDonnell  Douglas'  Billion-Dollar  Gamble,"  Aug.  1,  1969). 
This  issue,  Quickel  wrote  the  cover  article  on  General  Dynamics. 

Of  course,  aerospace  is  far  from  being  Steve's  only  claim  to  fame  at 
Forbes:  He  joined  us  as  an  editorial  trainee  in  1961,  fresh  out  of  Dart- 
mouth's Amos  Tuck  School  of  Business  Administration  and  the  U.S. 
Navy.  He  set  up  our  first  West  Coast  bureau  in 
1967,  returned  to  New  York  in  1969  and  cur- 
rently coordinates  all  our  bureaus. 

Quickel's  aerospace  batting  record  is  pret- 
ty good.  In  1967,  when  Lockheed  was  riding 
high,  he  warned  that  the  company's  capital 
was  spread  very  thin,  considering  all  the 
things  it  was  trying  to  do.  His  McDonnell 
Douglas  story,  written  when  that  merger  was 
still  quite  new,  predicted  that  it  would  prob- 
ably be  a  success— and  it  has  been.  General 
Dynamics?  Quickel  feels  that  the  new  man- 
agement has  a  good  chance  to  restore  the  com- 
pany to  health;  but  tough  decisions  lie  ahead. 

Senior  Editor  Harold  Lavine  did  the  article 
on  the  unusual  collection  of  capitalists  behind 
the  newest  tourist  resort  in  the  Dominican 
Republic  (see  p.  21).  Lavine  felt  right  at 
home.  For  many  years,  he  was  Latin  Ameri- 
can correspondent  for  Newsweek.  He  upset  a 

good  many  people  soon  after  Fidel  Castro  came  to  power  in  Cuba  by 
reporting  that  Castro  was  leading  the  island  toward  Communism.  La- 
vine can  smell  a  right-wing  dictator  just  as  quickly  as  a  left-wing  one. 
He  says  that  the  Dominican  Republic's  present  president  is  certainly 
the  former.  Which  makes  his  republic  a  strange  place  for  U.S.  labor 
leaders  to  be  investing  in. 

Associate  Editor  William  Reddig  did  the  article  on  Kimberly-Clark 
(p.  24).  To  do  it  he  had  to  fly  to  Oshkosh,  Wis.  and  then  rent  a  car 
for  the  drive  to  K-C's  headquarters  in  Neenah,  Wis.  Bill  grew  up  in  a 
small  town  in  Kansas,  but  has  lived  in  Washington  and  around  the 
New  York  area  for  15  years.  He  says  the  visit  made  him  nostalgic  for 
Middle  America,  but  he  was  shaken  when  he  learned  that  K-C  was 
shifting  from  making  coated  stock  for  magazines  to  paper  diapers. 
Says  Reddig:  "I  shudder  at  a  vision  of  the  future  where  the  babies 
are  well-diapered  but  nobody  does  much  reading." 

Though  she's  only  26,  Reporter  Marsha  Ludwig  nas  already  spent 
six  years  in  the  news  business,  having  worked  in  radio,  television  and 
newspapers  in  her  native  North  Carolina.  In  her  two  years  at  Forres, 
Marsha  has  risen  from  researcher  to  reporter  and  has  shown  a  re- 
markable willingness  to  tackle  difficult  financial  concepts.  But  when  she 
went  to  interview  Genesco  President  Franklin  Jarman,  he  explained 
that  he  had  wanted  to  be  an  astronaut  (see  p.  49).  ■ 
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FOREIGN 


Flying  in  the  Red 

While  most  airlines  have  had 
their  troubles  in  recent  years,  the 
world's  largest  airline  claims  that 
business  is  better  than  ever.  The 
Soviet  Union's  Aeroflot,  which  lays 
claim  to  the  title,  reports  booking 
more  than  70  million  passengers 
last  year,  compared  with  42  million 
in  1965.  Flying  a  route  of  more 
than  380,000  miles,  Aeroflot  says 
it  offers  service  to  more  than  3,500 
towns  and  rural  communities, 
many  isolated  from  other  forms  of 
transportation. 

Ghost  Train 

London's  much-praised  subway 
system  got  even  better  with  the 
opening  of  the  new  and  almost 
completely  automated  Victoria 
Line  extension.  A  train  on  the  new 
line  is  operated  by  only  one  man, 
who  simply  starts  it  up  after  it 
stops  at  each  station.  Electrically 
coded  impulses  in  the  track  do  ev- 
erything else  automatically— accel- 
erating, coasting,  stopping,  even 
applying  the  emergency  brake.  In 
addition,  tickets  are  issued  and 
collected  bv  machine. 


BUSINESS 


Wigging   Out 

The  wig  industry  may  soon  top 
off  at  $1  billion,  according  to  a  re- 
cent Arthur  D.  Little  study.  Sales 
have  increased  850%  over  the  past 
five  years,  but  that  rate  is  expect- 
ed to  slow  considerably  because  of 
overproduction  of  inexpensive  mod- 
acrylic  wigs.  Much  of  the  new 
growth  will  be  in  men's  hairpieces, 
which  now  account  for  only  5%  to 
10%  of  the  market. 

Who  Owns  the  U.S.? 

In  the  last  year  and  a  half,  for- 
eign investors  have  picked  up  some 
$25  billion  in  U.S.  Government  se- 
curities, while  domestic  investors 
sold  $11.5  billion.  On  the  minus 
side,  these  large  purchases  add  an 
immeasurable  element  of  volatility 
to  the  government  obligations  mar- 
ket. On  the  other  hand,  as  long  as 
foreigners  keep  buying,  Treasury 
balances   will   keep   increasing  and 


will  reduce  the  domestic  impact  of 
financing  Treasury  needs.  If  outside 
investors  begin  redeeming  their 
nonmarketable  securities,  cash  bal- 
ances will  slip,  requiring  domes- 
tic buyers  to  take  up  the  slack  in 
new  issues.  In  other  words,  while 
market  pressures  are  temporarily 
eased,  a  change  abroad  could  sud- 
denly winch  tbem  tight  again. 

Savings  Tax  Break? 

One  of  the  arguments  for  Presi- 
dent Nixon's  investment  tax  credit 
proposal  is  that  it  will  help  create 
the  15  million  new  jobs  that  the 
nation  will  need  by  1980.  But  a 
counterargument  has  been  raised 
that  the  tax  credit  might  better  go 
to  help  encourage  savers  to  become 
investors.  The  nonpartisan  Tax 
Foundation  notes  that  most  of  the 
100-million-  worker  labor  force 
the  Government  forecasts  for  1980 
will  continue  to  be  in  the  private 
sector,  and  that  means  a  lot  of  new 
investments  in  capital  equipment— 
$25,000,  the  foundation  says,  to 
create  a  single  industrial  job.  "Cor- 
porate and  individual  savings,  the 
sources  of  new  investment  money, 
will  be  hard  put  even  to  approach 
these  huge  sums  unless  some  of 
the  tax  pressure  on  savings  can  be 
erased,"  the  foundation  argues.   ■ 
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Up  to  4  times  more  memory  for  y&ur  money.  It's  that  simple. 


The  new  Litton 

ABS/ 124 1  Electronic 

Accounting  Computer. 


More  memory  than  the  comparable 
Burroughs  machine. 

More  memory  than  the  comparable 
NCR  machine. 

More  memory  than  the  comparable 
Friden  machine. 

So  it's  not  comparable. 

Yes,  it's  happened.  Litton  ABS,  the  ag- 
gressive leader  in  electronic  accounting 
computer  systems  has  introduced  a 
break-through,  more-memory  machine. 
For  the  company  that  doesn't  need  a 
big-cost  computer. 

It's  the  Litton  ABS/1241  -the  most 
powerful  new  accounting  computer  in 
the  ABS/1200  series.  Its  memory 
capacity  is  2000  totals  after  all  pro- 
gramming. Which,  combined  with  new 
internal  sorting  capacity,  makes  it  the 
most  advanced  medium-priced  ac- 
counting computer  you  can  buy. 
What  does  2000  totals  mean  to  you? 

2000  totals  after  all  programming 
means:  room  for  your  inventory  status 
reports,  immediate  identification  of 
re-order  points,  back  order  reporting. 

2000  totals  after  all  programming 
means:  room  for  sales  analyses  show- 
ing both  productivity  and  profitability  by     ■ 
salesman,  territory,  customer,  product 
and  branch. 

2000  totals  after  all  programming 
means:  room  for  cost  analyses  by  job, 
phase,  work  center  and  employee. 

The  ABS/1241  more-memory  ability 
makes  these  reports  available  when 


New  Litton  ABS/1241  can  print  35  charac- 
ters a  second,  fastest  in  its  class. 


4096  words  of  memory  make  it  the  largest 
in  its  class. 


you  need  them.  With  greater  ease, 
greater  speed. 

Just  compare  it  and  you'll  see  the 
new  Litton  ABS/1241  is  the  buy  of  the 
industry  in  its  class.  It  was  developed 
to  give  you  more  for  your  money. 

More  memory,  more  speed  which 
adds  up  to  more  through-put.  It's  that 
simple. 

But  don't  just  take  our  word  for  it. 
Compare  Litton  ABS.  Talk  to  your 
accountant. 

For  more  information  please  phone 
Joe  Morrison  at  201  -935-2200  or  your 
own  local  Litton  Office.  Or  mail  us  this 
coupon  right  now. 

By  the  way!  Leasing  or  financing 
available  through  Litton  Industries 
Credit  Corporation. 


LITTON  ABS  LB 

automated   business  systems      Litton 


Litton  ABS  f-10 

P.O.  Box  228 

Dept.  AGY-19 

Rutherford,  New  Jersey  07070 

Please  send  me  information  on  the  new  Litton 
ABS/1241. 

Name 


Title. 


Company. 
Street 


City/State/Zip- 
Telephone 


Greater  forms  handling   flexibility  gives 
accounting  functions  new  ease. 


COMPARE  LITTON  ABS 


National  Car  Rental  System,  Inc.   1971 


Qood  rnprfiing,sir.  Your  car  is  Waiting. 


Next  time  you  travel,  discover  Hilton  Livery 
by  National  Car  Rental.  It's  the  latest  in  car 
rental  convenience. 

Hilton  Livery  means  your  National  car  can 
be  delivered  right  to  the  Hilton  Hotel  or  Hilton 
Inn  where  you're  staying. 

Hilton  Livery  means  you 
can  take  a  relaxed  ride  to  the 
Hilton  in  a  taxi  or  limousine. 
Fast,  easy  chock-in  with  your 
National    Car    Rental    V.I. P. 


NATIONAL 

CAR  RENTAL 


Club  Card*  ...  no  overnight  parking  worries. 
And,  most  important,  when  you  reserve  ahead, 
you  know  your  General  Motors,  or  other  fine 
car  will  be  waiting  when  you  want  it. 

For  National  Car  Rental  reservations,  in- 
cluding Hilton  Livery,  any- 
where in  the  world,  call 
toll-free,  800/328-4567.  (In 
Minnesota,  call  61 2/944-1 234 
collect.)  All  this  and  S&H| 
Green  Stamps/  too! 


We  feature  Chevrolet.  Pontiac 
Oldsmobile.  Buick  and  Cadillac 


'At  Hilton  Hotels  and  Inns  displaying  the  V.I. P.  Club  Sign. 
tExcept  where  prohibited  by  law. 


Ti         •      1  ill  t 

It  picks  up  everything  in  a  room 
except  the  furniture. 


This  new  Panasonic  portable 
cassette  tape  recorder  picks  up 
a  whisper  at  20  feet.  And  gives 
it  back  loud  and  clear.  Like 
it  came  from  inches  away. 

Because  there's  a  condenser 
mike  built  inside.  The  same 
super-sensitive  kind  you  find 
in  recording  studios. 

Since  the  mike's  built  in, 
it  won't  stare  you  in  the  face. 
So  it's  made  to  order  for  meetings. 
Everyone  can  relax.  And  get 
right  ddwn  to  business. 

You  can  even  take  the 
RQ-222AS  out  to  lunch.  Without 


missing  a  word.  Just  pull  the  plug 
from  the  unit.  And  the  batteries 
take  over  automatically. 

When  you  come  to  the  end 
of  the  tape,  the  record  button 
pops  up  with  a  "click."  And  all 
systems  stop  automatically. 
Which  eliminates  tape  damage. 
And  saves  battery  life. 

When  the  meeting's  over, 
you  can  edit  it.  Right  on  the 
syllable.  Using  the  built-in 
digital  counter.  Or  get  the 
optional  RP-922  stop-and-go 
foot-button  control.  And  make  it 
easy  for  your  secretary  to  put 


it  all  down  on  paper. 

Like  other  good  things, 
the  RQ-222AS  comes  in  a  small 
package.  With  separate  controls 
for  volume  and  tone.  And 
VU/battery  meter.  It  includes 
earphone,  carrying  case, 
pre-recorded  cassette  and 
powerful  Panasonic  Hi-Top 
batteries.  An  optional 
adapter  ( RP-915 )  for  car  or 
boat  is  also  available. 

See  the  RQ-222AS  at  your 
Panasonic  dealer.  It  has 
everything  it  takes  to  pick  up 
everything.  Whisper  and  find  out. 
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PANASONIC 


PANASONIC. 

just  slightly  ahead  of  our  time. 

0  Park  Avenue,  New  York  10017.  For  your  nearest  dealer,  call  800  631-4299.  In  N.J.,  800  962-2803.  We  pay  for  the  call.  Ask  about  Model  RQ-222AS. 
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FAKJET  FALCON 


Distance  it  lakes  various  jets  to  reach  an  altitude  of  35  ft.  at  maximum  gross  weight;  a  principal  measurement  ol  balanced  held  length. 

The  new  Cessna  Citation, 

lands  and  takes  off  from  828  airports 

where  no  other  corporate  jet  can. 

At  $695,000  complete,  this  meticulously  designed  8-place  jet  offers  many  advantages  over  corporate  jets 

costing  a  million  dollars  and  more. 


1.  THE  DOOR-TO-DOOR  JET. 

The  Citation  can  take  off  and  climb  to  35 
feet  in  less  distance  than  any  other  corpo- 
rate jet:  only  2950  feet.  And  thaf  s  at  maxi- 
mum gross  weight  —  with  a  full  load  of  fuel, 
baggage  and  passengers. 

Overnight,  the  Citation  turns  828  air- 
ports into  jetports.  It  can  fly  you  directly  to 
hundreds  of  airports  where  the  runways  are 
too  short  for  all  other  corporate  jets. 

It  can  save  you  time  by  flying  you  into 
smaller  fields  located  closer  to  major  busi- 
ness districts.  Chicago  alone  has  seven  such 
fields,  all  closer  than  OHare. 

And  when  the  Citation  does  use  major 
jetports  it  can  get  in  and  out  of  them  faster 
simply  by  using  the  shorter  runways  where 
bigger  jets  aren't  allowed. 

2.  STATE-OF-THE-ART  AVIONICS. 
FACTORY  INSTALLED. 

The  avionics  on  the  Citation  are  the  most 
modem  available  in  a  corporate  jet.  Its 
Bendix  FGS-70  Flight  Director  System,  for 
example,  is  the  same  crucial  piece  of  instru- 
mentation used  on  many  747  s. 

Installation  of  the  avionics  system  is  not 
done  piecemeal.  The  complete  package  is 
installed  before  you  take  delivery  of  your 
Citation  (incidentally,  the  same  is  true  of 
your  interior).  So  it's  less  expensive,  stan- 
dardized and  easier  to  service.  Whaf  s  more, 
the  Citation  goes  to  work  for  you  the  day  we 
deliver  it.  An  important  piece  of  capital 
equipment  won't  lie  idle  for  several  months 
in  a  conversion  center. 

The  (  Station's  avionics  also  represent  a 
saving  in  weight  and  space.  This  enables 
her  to  carry  a  larger  pay  load. 

3.  A  PACKAGE,  NOT  A  PLANE. 

When  you  buy  a  Citatu  you  get  mure  than 
a  Citation.  Your  pilots  vx\\ 

be  sent  to  the  American  /  flight 

Academy  for  an  intensive  Cil  :tning 

program. 

A  network  of  Citation  factory  and  au- 
thorized service  centers  will  be  completely 


at  your  disposal  24  hours  a  day. 

Maintenance  will  be  computerized;  we'll 
notify  you  beforehand  when  your  Citation 
needs  parts  replaced  and  servicing. 

The  warranties  on  your  Citation  will  be 
the  longest  offered  by  any  corporate  jet  today. 

4.  QUIETEST  JET  OF  ALL. 

Three  engine  parts  make  a  jet  shriek:  inlet 
guide  vanes,  axial  compressors  and  stators. 
The  Citation  doesn't  have  any  inlet  guide 
vanes,  only  one  compressor  and  one  set  of 
stators. 

You  could  be  standing  near  to  the  Cita- 
tion's takeoff  point  and  still  carry  on  a  con- 
versation in  normal  tones. 

5.  THE  ONLY  FAN  JET  UNDER 
1.5  MILLION  DOLLARS. 

Fan  jets  are  the  wave  of  the  future.  You'll 
find  them  on  all  the  747 s.  You'll  also  find 
them  on  the  Citation.  Fan  jets  burn  less 
fuel  and  operate  more  efficiendy  at  a  variety 
of  altitudes  than  ordinary  jet  engines.  Fan 
jets  are  a  big  reason  the  overhead  on  your 
Citation  will  be  lower  than  the  overhead  on 
any  other  corporate  jet. 

You  won't  find  fan  jets  on  any  other 
fully  equipped  corporate  jet  priced  under 
$1,500,000.  For  $1,500,000,  you  could  buy- 
two  Citations  and  get  change. 

6.  MORE  PILOT  VISION  THAN  A  747. 

The  Citation  offers  a  pilot  more  visibility 
than  any  other  corporate  or  commercial  jet 
in  service  today.  Its  wraparound  windshield 
enables  the  crew  to  scan  340  degrees  of  the 
horizon  (out  of  a  possible  360).  In  fact,  the 
Citation  windshield  is  comparable  in  size  to 
the  windshield  on  a  giant  747. 

7.  20%  BIGGER  BRAKES  THAN  YOU  NEED. 

The  size  and  weight  of  the  Citation  could  be 
increased  by  one  fifth  and  its  braking  system 
would  still  meet  rigid  airline  standards.  The 
brakes  have  been  purposely  over-engineered 
by  twenty  percent. 

The  bigger  the  brakes  are,  the  better  the 
brakes  are. 


8.  TWO  LUGGAGE  COMPARTMENTS 
INSTEAD  OF  ONE. 

Like  nearly  every  other  corporate  jet,  the: 
Citation  has  a  luggage  compartment  aft  of 
the  cabin.  Unlike  every  jet,  the  Citation  has 
a  second  luggage  compartment  in  its  nose 
section.  And  if  s  big  enough  to  hold  8  aver-- 
age-size  suitcases. 

9.  UNPAVED  RUNWAYS. 

The  Citation  can  land  on  almost  any  kinc 
of  runway.  It  has  oversized,  low-pressurt 
tires  that  absorb  and  disperse  shock.  Its  land 
ing  gear  has  passed  arduous  stress  tests.  It 
engines  are  positioned  well-inboard  s< 
they're  protected  by  the  wings. 

10.  OVER  25,000  TESTS  ON  EVERY  CITATION 

Before  any  Citation  is  sold,  it  will  hav 
passed  over  25,000  tests.  Many  of  them  pui 
ishing  ordeals.  In  fact,  the  Citation  wi 
receive  the  same  certification  as  the  747. 


11.  A  $150,000  SAVING. 

The  Citation  is  the  least  expensive  corp 
rate  jet  on  the  market  today.  In  fact,  it 
priced  competitively  with  many  leading  ti 
boprops.  Completely  equipped,  a  Ciiati< 
costs  about  $150,000  less  than  its  nearest 
competitor. 

The  Citation:  A  $150,000  saving. 

End  of  story. 

If  you'd  like  more  information  at* 
the  remarkable  Citation  business  jet  wn 
James  B.  Taylor,  Vice  President,  Cess 
Aircraft  Company,  Wichita,  Kansas  672 


READERS  SAY 


President  Encouraged 

Sir:  Your  recent  public  statement  in 
support  of  our  new  economic  policy  con- 
firms my  belief  that  Americans  are  eager 
to  meet  the  challenges  of  peace.  With 
the  cooperation  of  our  fellow  country- 
men, we  can  revitalize  the  spirit  which 
made  this  nation  strong  in  the  past  and 
can  win  a  new  era  of  prosperity.  Tem- 
porary' sacrifices  may  be  required,  but  I 
am  deeply  encouraged  to  learn  of  your 
willingness  to  join  in  this  great  invest- 
ment for  our  country's  future. 

— Richard  M.  Nixon 
The  White  House 
Washington,  D.C. 

Housebreaking  Lawyers 

Sir:  Unless  lawyers  start  cleaning  their 

own    house     (Forbes,     Sept.     15),     the 

younger  generation  might  do  it  for  them. 

-HJH.  Horns 

Grand  Junction,  Colo. 

Sir:  Your  lead  article  on  lawyers  was 
loaded  from  start  to  finish.  Time  and 
space  prevent  a  rebuttal  but  suffice  it  to 
say  you  have  generalized  on  the  basis 
of  alleged  incomes  of  an  extremely  small 
percentage  of  lawyers. 

—Lloyd  Rowi.  \\i> 
Bartlesville,  Okla. 

Sin:  Please  advise  what  ynu  mean  by, 
and  who  is,  the  "Typical  Lawyer"  mak- 
ing $25,000  per  year. 

—William  V(Kuhm\n 
Toledo,  Ohio 

By  "typical,"  we  mean  average.   We 

totaled  all  lawyers'  income*,  after  ex- 
penses and  taxes,  and  then  divided  by 
the  number  of  active  attorneys  to  reach 
the  $25,000  figure-Eo. 

Srjt:  The  common  practice  of  a  gov- 
ernment lawyer  leaving  to  join  a  private 
firm  and  then  representing  his  clients  in 
front  of  his  former  employer  has  al- 
ways intrigued  me.  Where  are  all  of  the 
voices  of  righteous  indignation  which 
perennially  decry  the  employment  of  re- 
tired military  officers  by  defense  con- 
tractors? Could  it  be  that  most  of  the 
voices  belong  to— guess  who? 

—Keith  M.  Howie 
Belle vue,  Wash. 

Sir:  Isn't  that  an  awful  lot  of  words 
on  a  topic  that  might  be  said  as  "In 
U.S.A.  1971,  the  prime  function  of  the 
law  is  to  enrich  lawyers"? 

— G.L.  Klose 
Peoria,  111. 

Sir:  Your  article  states  that  "as  the  bar 
sees  it,  no  truly  ethical  lawyer  would 
habitually  undercut  its  minimum  prices." 
Opinion  323  of  the  American  Bar  Asso- 
ciation Standing  Committee  on  Ethics 
and  Professional  Responsibility  reads  as 
follows:  "A  minimum  fee  schedule  can 
never  be  mandatory,   and  a  lawyer  can 


never  be  subject  to  disciplinary  action 
merely  because  he  fails  to  follow  a  min- 
imum fee  schedule." 

—Mitchell  W.  Miller 

General  Practice  Section 

American  Bar  Association 

Chicago,  111. 

We  didn't  say  it  was  "mandatory." 
Merely  that  the  weight  of  opinion  is 
against  those  who  do  undercut— Ed. 

Sir:  The  legal  profession  should  have 
more  laws  regulating  its  conduct. 

—Joseph  Sapirstein 
Rockville  Centre,  N.Y. 

Sir:  Lawyers  can't  be  that  bad.  Ac- 
tually, a  great  majority  of  them  are  good 
citizens.  They  are  human  beings,  like 
plumbers,  carpenters,  auto  mechanics  and 
also  like  journalists,  magazine  editors  and 
magazine  publishers— no  better,  no  worse. 
—James  T.  Kitson 
Stroudsburg,  Pa. 

A  Taxing  Error 

Sir:  There  was  an  error  in  your  oth- 
erwise excellent  article  on  stock  options 
(Forbes,  Aug.  15).  A  $44,000-a-year 
man  would  not  pay  out  50%  of  that 
amount  in  income  taxes. 

—William  P.  Wohthington  Jr. 
New  Vernon,  N.J. 

Reader  Worthington  iv  correct.  It  is 
the  income  over  $44,000  that  is  subject 
to  a  50%  tax  rate.  It's  certainly  not  the 
first  $44,000-Ed. 

Hooray 

Sin:  Congratulations  to  IDS'  Murray 
and  Vervoort  for  candidly  stating  their 
case  against  the  New  York  Stock  Ex- 
change Specialist  (Forres,  Sept.  1).  As 
a  registered  representative,  I  am  con- 
tinually amazed  by  the  monopolistic 
powers  allowed  the  Specialist  and  by 
the  virtual  lack  of  controls  to  police  his 
activities.  This  has  to  be  contrary  to  the 
best  interests  of  the  investors. 

—Stephen  P.  Katz 

Rauscher  Pierce  Securities  Corp. 

Kansas  City,  Mo. 

No  Logic,  No  Subsidy 

Sir:  You  and  Time-Life  were  editori- 
alizing and  bemoaning  the  new  postal 
rate  increases  ( Fact  6-  Comment,  Sept. 
15).  Yet  in  the  same  issue  you  were  of- 
fering Forbes  by  mail  at  a  $9.25  saving 
over  newsstand  value,  and  Time  was  of- 
fering its  subscription  by  mail  at  a  sav- 
ing of  $10  over  the  newsstand  price. 
What's  the  logic?  If  mail  rates  are  so 
high,  why  do  you  give  the  premium  for 
mail  subscriptions? 

— I.T.  White 
Hudson,  Ohio 

Sir:  There  is  no  doubt  that  the  maga- 
zine industry  has  lived  off  the  back  of 
the  U.S.  taxpayer  for  many  years.  The 
magazine  industry  must  start  to  pay  its 
fair  share.  I  don't  consider  Forbes  to 
(Continued  on  page  95) 


The  only 
trouble  with  a 

fifteen  year  old  Scotch 
is  that  it  takes 

fifteen  years  to  make  it. 

Fifteen  year  old  Scotch  is 
Scotch  at  its  best. 

Yet  very  few  people  have 
ever  had  the  opportunity  of 
drinking  a  fifteen  year  old 
Scotch.  And  for  a  very  simple 
reason. 

Today  Scotch  is  so  popular 
that  very  few  profit-minded 
businessmen  are  willing  to 
wait  fifteen  years  for  their 
Scotch  to  fully  mature,  when 
without  too  much  difficulty 
they  can  sell  a  five  or  eight  or 
twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  as  much  a  work  of  love  as 
anything  else.  (For  nine 
successive  reigns  the  House 
ofJusterini&  Brooks  has  been 
the  holder  of  the  Royal  Warrant.) 

And  so  it  is  that  we  are 
pleased  to  present  a  Scotch 
made  the  way  Scotch  was  made 
in  another  day  and  age. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smooth,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  in  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  present 
you  with  the  opportunity  to 
drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Year  Old  Blended  Scotch  Whisky. 

The  Paddington  Corp.,  N.Y.  10020 
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Some  important  information  about  a  new  $20,000  investment 

you  may  soon  be  asked  to  approve.  | 


The  International  TRANSTAR*  4200-4300 
truck  is  totally  new.  So  before  you  put 
$20,000  or  more  of  your  company's 
money  into  it,  we  think  you  should  know 
what  to  expect  out  of  it. 

1.  Expect  trouble-free  operation  right 
from  the  start.  Transtar  has  been  pre- 
tested and  de-bugged  during  extensive 
trials  in  selected  operating  fleets. 

2.  Expect  long  life.  Transtar  turns  ordi- 
nary truck  weaknesses  into  strengths.  The 

radiator,  for  example, 
has  both  top  and 
bottom  tanks  bolted 
(not  soldered)  to 
cast  aluminum  side 
members,  which  are 
themselves  bolted 
to  the  frame. 
3.  Expect  less  down- 
time. Transtar  puts 
many  routine  service  points  where  ser- 
vice people  can  get  to  them  fast.  The 
hinged  instrument  panel,  for  instance, 
opens  to  reveal  wiring  and  circuit  break- 
ers. And  the  chassis  frame  has  a  bolted 
drop  front  section  that  positions  the  en- 
gine at  the  serviceman's  fingertips. 

4.  Expect  an  alert,  efficient  driver. 
Transtar  gives  drivers  the  roomiest,  most 
comfortable  cab  in  its  class. 

5.  Expect  power  and  versatility.  Tran- 
star power  comes  from  the  biggest  diesel 
engines  built  for  the  highway.  This  truck 


can  handle  any  job.  And  handle  it  right. 
6.  Expect  safe  operation.  Transtar 

/■^//^/////^/^^i  yA      safety fea 


tures  include 
%■  distortion-free 


windshield, 
oversize  rear 
y  window,  over- 
ly size  brake 
pedal,  padded 
dash,  and  controls  now  grouped  accord- 
ing to  new  safety  recommendations. 

A  truck  is  a  long-term  investment.  The 
more  you  learn  about  the  new  Interna- 
tional Transtar,  the  more  sophisticated  in- 
vestor you'll  be. 

International  Harvester  Company, 
Chicago,  Illinois  60611. 


INTERNATIONAL  TRUCKS 

Your  profit  centers  on  wheels. 


Look  at  a 
CalComp  disk  drive. 
It's  faster  than  IBM's. 

Now  look  at  the  leases. 


A  CalComp  lease 
assumes  that  CalComp  is 
going  to  be  improving  their 
equipment  all  the  time. 

An  IBM  lease  assumes 
he  same  thing.  Except,  they 
won't  write  you  a  3  or  4-year 
'ease. 

We  will. 

If  you  want  to  add 
equipment  we'll  do  it  without 
lengthening  your  lease, 
pr  as  your  performance 
•equirements  grow,  we'll 
e-write  the  lease 


with  no  penalty. 

IBM  won't. 

And  CalComp  is  faster 
than  IBM.  The  start  and  stop 
time  is  faster.  And  the  access 
time  is  faster.  So  you'd  get 
more  for  your  money,  even  if 
CalComp  equipment  cost  as 
much  as  IBM. 

Except,  it  doesn't. 

CalComp  is  less  to  lease. 
And  less  to  own. 

So  look  at  a  CalComp 
disk  drive,  then  look  at  IBM's. 
Then  compare  leases. 
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Then  write  us  at 
California  Computer  Products, 
Dept.  FB-11-71  2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801. Or  call 
(714)  821-2011. 
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The  one  aspect  of  college  life 
that  seems  to  remain  constant  is 
that  each  new  group  of  students 
feels  it  can  do  a  better  job  of  helping 
society  meet  its  present  and  future 
needs.  We  think  this  holds  as  true 
today  as  it  ever  did. 

It  seems  to  us  that  campus 
unrest  is  publicized  well  out  of  pro- 
portion to  the  reality  of  the  positive 
goals  of  the  great  majority  of 
students.  Students  who,  above  all, 
want  to  make  a  meaningful 


contribution  to  our  society  with 
their  lives. 

Of  all  the  reasons  we  have  for 
supporting  colleges,  our  belief  in 
young  people  is  the  most  important 
So,  each  year,  we  continue  our 
aid-to-education  program  which, 
this  year,  touches  some  300  colleges 
and  universities. 

Many  of  the  young  students 
who  benefit  from  our  assistance  to 
colleges  and  universities  will  never 
work  for  Texaco.  But  among  them 


will  be  leaders  important  to  our 
future.  They  include  a  wide  range  of 
young  people  with  some  very  strong 
beliefs  that  they  can  do  something 
worthwhile.  All  in  all,  we  think  we're 
getting  a  pretty  good  return  on 
this  investment 


[TEXACtf 


We're  working  to  keep  your  trust 


We  still  believe  in  them.# 
And  weVe  backing  that  belief. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


ANENT  PHASE  TWO 

It's  not  the  advice  that  is  given  which  matters  so  much  as  the  advice  which  is  taken. 


BE  OF  GOOD  CHEER 


Things  are  looking  up.  Business  is  better  and  about  to 
be  more  better. 

How  do  I  know? 

Because,  since  Labor  Day,  New  York's  21  Club  has  been 
swarming  once  again  with  munching  tycoons.  As  the  eco- 
nomic downdraft  waxed,  the  expense  accounters  waned, 


and  often  in  recent  months  at  this  normally  bustling  res- 
taurant you  could  almost  hear  stocks  dropping. 

While  there  may  be  contradictions  in  all  the  compre- 
hensive and  complicated  indices  that  are  correlated  and 
emanated  from  Washington,  I  can  tell  you  for  sure  that  the 
21   barometer  reads  Clearing,  with   Fair  weather  ahead. 


DOES  ANYONE  HERE  REMEMBER  PEARL  HARBOR? 


In  the  fierce  and  ever  more  vehement  flap  with  Japan 
over  its  ever  more  successful  invasion  of  ever  more  U.S. 
'marketplaces,  one  increasingly  heard  U.S.  complaint  leaves 
me  cold  and  strikes  me  as  direly  dangerous.  That  is,  the 
argument  that  one  important  cost  advantage  for  Japanese 
products  is  the  fact  that  Japan  spends  a  negligible  part  of 
its  budget  for  military  might,  that  it  gets  a  free  ride  by 
sheltering  under  our  nuclear  umbrella. 

The  cost  of  our  nuolear  retaliatory  capability  would  cer- 
tainly be  what  it  presently  is  whether  Japan  developed 
again  its  own  military  might  or  not.  In  fact,  if  today  Japan 
were  to  rearm  to  the  teeth  and  develop  at  high  cost  its 
own  nuclear  military  might,  our  own  such  cost  might  well 
have  to  be  even  larger. 

We  wrote  into  their  Constitution  every  possible  clause 
to  prevent  Japan  from  again  becoming  a  military  super- 
power. We  should  be  glad  they're  still  happy  not  to  be. 

FORBES,  OCTOBER   15,    1971 


We  have  plenty  of  legitimate  beefs  about  Japanese  mar- 
ketplace competition  (Forbes,  Sept.  IS;  Fact  ir  Comment, 
June  15;  May  1).  Also,  we  should  keep  in  mind  that  in 
many  instances  their  success  in  our  marketplaces  stems 
from  our  own  substitution  of  fat  complacency  for  compet- 
itive thrust  and  hunger. 

While  sweet  and  good,  the  Alaska  35-minute  Ceremonial 
Tea  between  the  Emperor  of  Japan  and  the  President  of 
the  United  States  had  about  as  much  to  do  with  healing 
the  very  serious  problems  between  us  as  would  applying 
some  balm  Ben-Gay  to  a  broken  leg. 

We've  got  some  tough,  rough  negotiating  to  do,  and  in 
John  Connally  we've  got  a  rough,  tough  man  to  do  it. 

But  let's  keep  out  of  the  equation  any  of  that  specious 
bull  about  wanting  to  see  Japan  become  again  a  great 
military  power  so  as  to  lose  a  bit  of  cost  competitiveness 
in  American  markets. 
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CAUSE   FOR  CONCERN 


Expropriation  is  raging  rampant  throughout  South 
America.  Peru  started  the  current  epidemic  and  Allende's 
year-old  socialist  government  in  Chile  has  done  it  big  and 
baldly  to  the  copper  companies. 

Little  noted  because  it  is  a  little  land  of  700,000,  Guy- 
ana has  posed  an  equal  threat  to  the  free  world's  sec- 
ond most  important  industrial  metal— aluminum.  This 
small  country  has  taken  over  the  bauxite  and  alumina  op- 
erations of  Alcan  and  any  day  may  nationalize  Reynolds' 
operations  there.  Yet  there's  almost  no  way  these  very 
poor  people  can  make  their  lot  better  now  than  when  those 
who  know  aluminum  were  pouring  capital  and  taxes  into 
Guyanese  coffers. 

Though  the  Guyanese  operations  are  relatively  small, 
the  real  danger  to  the  availability  of  alumina  for  ever  in- 
creasing U.S.  and  world  needs  could  come  from  the  neigh- 
boring island  of  Jamaica,  where  Alcoa,  Kaiser,  Reynolds, 


Revere,  Anaconda  and  Alcan  have  invested  almost  $1 
billion  to  find,  mine  and  market  the  stuff.  As  a  matter  of 
fact,  this  visitor-attracting  exotic  Caribbean  isle  earns 
more  revenue  from  the  ingredients  of  aluminum  than  it 
does  from  tourism. 

There's  little  danger  that  Jamaica  would  follow  in  Guy- 
ana's footsteps  once  if  saw  how  much  worse  off  the  peo- 
ple and  the  government  of  Guyana  are  as  a  result  of  the 
expropriation. 

But  nationalizing  is  a  virulent  fever  easily  spread  by 
power-seeking  politicos  who  couldn't  care  less  about  the 
long-run  interests  of  their  fellows,  if  exploiting  the  ap- 
peals of  expropriation  will  get  them  a  win  in  the  next 
election.  Wouldn't  it  be  wonderful  if  the  people  and  the 
leaders  of  Jamaica  continued  to  move  their  economy  sound- 
ly ahead  instead  of  destroying  it  by  politically  spectacu- 
lar stupidity. 


IT'S  CRIMINAL  ALL  AROUND 


That  our  jails  are  a  crime  against  society  as  well  as 
criminals  has  been  oft  and  powerfully  said  by  the  knowl- 
edgeable as  well  as  by  the  emotionally  outraged. 

In  the  early  days  of  this  country,  you  know,  there  were 
few  jails.  There  was  crime,  probably  in  the  same  propor- 
tions as  today.  Punishment  was  a  day  or  two  in  the  stocks 
in  the  town  square  supplemented  occasionally  by  the  whip. 
Both  are  gone  and  of  little  feasibility  in  and  for  our  times. 

But  jailing  people  in  the  circumstances  now  existing  is 
so  self-defeating  for  the  greatest  percentage,  so  costly  in 
cash  and  so  productive  of  further  crime  against  society— 
never  mind  the  god-awful  impact  on  the  inmates— that  it 
just  must,  has  to,  change. 

For  endless  years  before  Attica,  study  after  study  con- 
cluded that  literal  locking  up  for  any  length  of  time  is 
probably  the  least  productive,  most  counterproductive 
way  to  punish,  reform,  rehabilitate. 

There  are  alternatives,  not  all  as  impractical  as  in  some 

backward  lands  where  in  lieu  of  jail  they  still  chop  the 

hand  oft  the  thief.  Sweden  has  not  only  minimum  security 

itutions  where  it  best  fits  the  person   (not  the  crime) 

prisoners    are   permitted   to   go   to   work   every   day 

i  jug  in  between  times— unless  they  merit   an 

-end  at  home, 
isn't   a  city   in    this    nation    which   couldn't   put 
qualifying  prisonei  0  tasks  that  so  sorely  need 

(loi"K  '"  '<  '"  <  !     nup  ol  parks,  the  reclamation  of 


land  and  streams;  in  just  the  washing  up,  sprucing  up  of 
city  and  countryside.  There  are  a  hundred  ways  such  man- 
(and  woman-)  power  could  help  in  fighting  pollution,  in 
salvaging  the  ecology.  Britain  now  has  prisoners  building 
modern  prisons— a  work  they  can  take  an  interest  in.  Cali- 
fornia has  used  probationers  to  fight  forest  fires. 

The  cost  of  keeping  a  man  in  jail  is  very,  very  high. 
Tuition  at  these  schools  and  graduate  schools  for  crime 
and  dehumanization  exceeds  that  of  most  ordinary  schools 
and  universities  on  a  per-capita  basis. 

Cities,  states  and  even  the  Feds  haven't  remotely  enough 
money  to  tackle  all  the  sorely  needed  public  works  and 
projects  that  need  no  skill,  only  direction. 

If  each  state  and  the  federal  prisons  started  to  classify 
prisoners  by  temperament  and  repeated  crimes  of  physical 
violence,  they'd  find  upwards  of  80%  don't  need  maximum 
security.  Prisoners,  and  all  of  society,  could  benefit  to  the 
maximum  from  their  doing  things  that  need  doing. 

This  isn't  soft-hearted  stuff. 

It's  hard-headed  and  foresighted  and  it  is  being  done 
in  some,  but  too  few,  places. 

Our  present  toughest-on-crooks  Attorney  General  in 
U.S.  history,  John  Mitchell,  has  already  spoken  out  on  the 
degree  to  which  our  penal  system  promulgates  more 
crime  and  hardly  any  cures.  He  has  started  trying  to  roll 
the  ball. 

We'd  all  gain  by  lending  a  hand. 


QUERY 

Why  is  it  a  man  patting  his  own  back  too  hard  gives  us 
and  not  him  a  pain  in  the  neck? 
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SQUARING  THE  CIRCLE 

You  get  more  than  you  give  when  you  give  more  than 
you  get. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


The  Dog  is  a 
traveling  man's 

best  friend. 


Car  rentals.  Vacation  tours.  Sightseeing. 
Travel  insurance.  Airliner  leasing.  Intercity 
and  downtown-to-airport  transportation. 
There's  more  to  Greyhound  than 
just  getting  from  one  place  to  another. 

Now  Greyhound  not  only  transports  people 
...Greyhound  Rent-A-Car  puts  wheels  under 
them.  Greyhound  Van  Lines  moves  them. 
Greyhounds  Tour  Master  travel  insurance 
writes  policies  on  them.  Greyhounds  tour  and 
sightseeing  companies  show  them  America. 

Every  service  developed  with  our  funds, 
not  the  government's. 

That's  what  keeps  the  fast-moving  Dog  so 
far  ahead  of  the  pack. 

Greyhound. 

In  travel-related  services,  too,  we've  got  more  going  for  you. 


The  new  DC-10 

McDonnell  Douglas  builds  it 
Airlines  are  now  flying  it 

You'll  love  it 

Our  famous  DC  airliners  have  met  every  generation's  needs  for  fast,  comfortabl 

and  dependable  air  travel  every  year  since  1933.  □  Now  we're  delivering  st 

another  great  line  of  DCs  -  the  exciting  new  DC-10  luxury  tri-jets.  □  Wit 

the  DC-10,  airlines  can  now  offer  passengers  true  wide-cabin  spaciousness  an 

luxury  on  flights  to  many  airports  bypassed  by  larger  planes.  And  its  quie 

smokeless  engines  make  it«a  good  neighbor  wherever  it  goes.  D  DC-10s  ar 

the  only  new-generation  jetliners  that  can  profitably  fly  inter-city  routes  s 

short  as  200  miles,  as  well  as  intercontinental  non-stop  flights  as  far  as  6,1C 

miles.  They  will  continue  the  reputation  for  operating  efficiency  an 

passenger-pleasing  extras  that  make  McDonnell  Douglas  DCs  th 

choice  of  leading  airlines  the  world  over.  □  Ask  your  trav 

agent  or  airline  reservations  office  to  book 

you  aboard  a  luxurious  DC-10.  You'll  love  it. 


We  delivered  the  first  DC-IOs  on  July  29th  to  American  Airlines  and  United  Air  Lines.  In  addition,  these  airlines  t 

ordered  the  DC-10  Northwest  Airlines.Trans  International  Airlines.  KLM-Royal  Dutch  Airlines,  Scandinavian  Airlines  System  (S 

Swissair,  UTA  French  Airlines,  Overseas  National  Airways,  National  Airlines,  Air  Afrique,  Alitalia,  Continental  Airl 

Air  New  Zealand.  Sabena  Belgian  World  Airlines,  Lufthansa  German  Airlines,  Atlantis,  Finnair,  and  Delta  Air  L 


Forbes 


A  Place  in  the  Sun 


Another  Caribbean  tourist  resort?  So  what  e/se  is  new?  Well,  first  of  all,  the  place.  And, 
second,  the  investors.  They're  not  the  sort  of  men  you'd  expect  to  put  money  in  that  place. 


Capitalist?  George  Meany?  Surely 
not  the  George  Meanv  who's  presi- 
dent of  the  AFL-CIO?  ' 

Yes,  that  George  Meany.  And  not 
only  Meany  but  Lane  Kirkland,  the 
AFL-CIO's  secretary-treasurer.  And 
several  other  union  leaders.  They 
have  teamed  up  with  Theodore  W. 
Kheel.  the  New  York  labor  mediator, 
in  a  corporation  to  develop  a  tourist 
resort.  Guess  where? 

The  Dominican  Republic. 

The  country  that  once  was  Rafael 
Trujillo  Molina's  private  estate?  The 
country  that  "El  Benefactor"  bathed 
in  blood  while  lie  stole  enough  money 
to  deposit  an  estimated  S800  million 
in  Swiss  banks?  The  country  that  is 
now  ruled  In  the  man  who  served  as 
his  puppet,  President  Joaquin  Balaguer, 
helped  by  a  death  squad  known  as 
"The  Band."  a  suhtnaehine-gun-toting 
police  force,  and  armed  forces?  Yes. 

The  corporation  with  Kheel  as  pres- 
ident is  called  the  Punta  Cana  Club. 
Incorporated  under  Dominican  law,  it 
has  bought  more  than  15,000  acres  of 
land  on  the  eastern  coast  of  Hispan- 
iola,  the  island  the  Dominican  Repub- 
lic shares  with  Haiti.  The  land  in- 
cludes seven  miles  of  coastline  and  is 
only  ten  minutes  In  air  from  Puerto 
Rico.  According  to  a  source  who 
should  know,  the  price  of  the  land 
was  $165,000.  The  man  who  discov- 
ered that  it  was  for  sale:  Keith  Terpe, 
vice  president  of  the  Seafarers  Inter- 
national Union  of  North  America  in 
charge  of  the  Caribbean. 

It's  a  beautiful  part  of  the  island, 
with  broad  white  beaches,  forests  and 
scores  of  freshwater  pools,  formed  by 
the  surfacing  of  a  river  that  runs  most- 
ly underground  into  the  Caribbean. 
Winn  Columbus  discovered  His- 
paniola.  it  was  the  home  of  the  Ara- 
wak  Indians  and  their  artifacts  can  still 
be  found  there. 

Nearby,  but  almost  inaccessible  at 
the  present  time  because  there's  no 
direct  road,  is  Higuey,  where  the 
Cross  was  first  planted  in  the  Western 


.  Meany  of  AFL-CIO 

Hemisphere  and  the  first  Mass  held. 
Kheel  says  he  bought  the  land  from 
someone  whose  name  he  cannot  re- 
member, then  formed  the  corporation. 
"We  have  never  attempted  to  sell 
shares,"  he  says.  "We  never  have  is- 
sued any  promotional  literature.  Peo- 
ple just  heard  about  it,  became  inter- 
ested and  asked  for  shares." 

Friends  Told  Friends 

Since  Kheel's  work  as  a  labor  me- 
diator has  made  him  many  friends  in 
the  labor  movement,  inevitably  a  good 
many  of  those  who  asked  for  shares 
were  union  leaders.  "One  of  the  first 
was  Lane  Kirkland,"  says  Kheel.  "Then 
he  told  friends  of  his  about  it." 

How  much  money  is  involved?  Kheel 
refuses  to  say.  "Why  should  I?  It's  a 
private  company."  He  concedes  that 
there  are  some  Dominican  investors  in 
the  deal,  but  he  won't  say  who,  ex- 
cept for  Frank  Rainieri,  administrator- 


general  of  the  corporation.  About  all 
he  will  say  on  the  subject  is,  "Nobody 
owns  more  than  5%  of  the  stock." 

So  far,  the  company  has  built  an 
airstrip,  a  lodge  and  ten  cabins,  each 
with  two  bedrooms.  It  has  cleared  a 
section  of  the  beach  and  bought  four 
sunfish  sailboats  and  12  horses.  Presi- 
dent Balaguer  will  dedicate  the  re- 
sort on  Oct.  23. 

"We're  moving  slowly,"  says  Kheel, 
"but  we  take  a  rather  bullish  view  of 
the  Dominican  Republic  and  its  future 
for  tourism." 

Until  now,  the  DR  has  never  been 
a  great  tourist  country.  Trujillo  made 
a  major  effort  but  it  was  a  near-total 
flop.  A  Forbes  reporter  remembers 
one  time  he  stayed  at  the  Embajador 
Hotel,  the  country's  fanciest,  when  he 
was  one  of  five  guests.  When,  in  a  mo- 
ment of  boredom,  he  walked  into  the 
gambling  casino,  he  found  himself 
alone  there  exept  for  the  croupiers. 

"Things  have  changed  since,"  Kheel 
insists.  Really?  Then  what  about  the 
stories  that  have  appeared  recently  in 
The  New  York  Times,  The  Washing- 
ton Post,  The  Miami  Herald  and 
The  Wall  Street  Journal  indicating 
that  Balaguer  rules  by  terror,  just  as 
Trujillo  did? 

"Look,"  says  Kheel,  "if  a  European 
journalist  visited  the  U.S.,  he  conk' 
write  a  story  about  Attica,  air  pollu- 
tion, crime  in  the  streets,  heroin  ad- 
diction, the  decay  of  the  cities  that 
would  be  just  as  horrifying  as  anything 
our  newspapers  have  printed  about 
the  Dominican  Republic.  I've  visited 
the  Dominican  Republic  several  times, 
I've  traveled  about  at  night,  I've 
never  felt  safer." 

It's  true,  of  course,  that  some  of  the 
bluest  skies  and  whitest  beaches  exist 
in  police  states,  and  political  despotism 
has  no  known  effect  on  the  weather. 
Still,  some  eyebrows  are  bound  to  go 
up  about  a  passel  of  U.S.  labor  leaders 
doing  business  with  a  right-wing  die 
tatorship.  (On  this,  the  answer  of 
Meany's  office  is  "no  comment.")  ■ 
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As  I  See  It 


The  U.S.- Japanese  Textile  Squabble: 

Is  It  Economics?  is  it  Politics?  Or  Did  Our  Industry  Goof? 


Textiles,  textiles,  textiles.  This  relatively  unexciting  industry  has  been 
in  the  headlines.  It's  been  in  the  forefront  of  the  whole  U.S. -Japanese 
trade  mess.  Textiles  have  become  a  political  and  emotional  issue  be- 
tween President  Nixon  and  Premier  Sato. 

What's  all  the  fuss  about? 

Is  the  U.S.  textile  industry  being  killed?  Does  it  deserve  to  live? 

Forbes  searched  for  and  found  someone  who  could  take  textiles  out 
of  the  shouting  stage  and  down  to  hard  realism.  We  interviewed  Dr. 
Arthur  W.  Gutenberg,  professor  of  management  at  the  University  of 
Southern  California's  School  of  Business.  Gutenberg  knows  the  indus- 
try and  the  men  who  run  it,  he  knows  the  Japanese  industry.  We  think  this 
interview   will  help   businessmen   understand  the   tough   issues  at  stake. 


Professor,  is  this  an  entirely  eco- 
nomic issue? 

Gutenberg:  Unfortunately,  it  isn't. 
Once  you  pull  away  from  the  political 
issue,  then  the  economic  issue  isn't  as 
great  as  it  once  seemed.  But  the  po- 
litical issue  is  vital  because  of  Presi- 
dent Nixon's  southern  strategy.  The 
hulk  of  the  man-made  fiber  capacity 
is  in  the  South.  And  the  Administra- 
tion believes  that  the  South's  econom- 
ic health  is  important  to  the  political 
fortunes  of  the  Republicans  next  year. 

Another  reason  is  poor  management 
in  many  parts  of  the  industry.  In  gar- 
ment-making, for  example,  many  of 
the  people  are  pretty  lousy  managers. 
They  are  salesmen,  they  are  tradition- 
alists, they  are  very  rugged  entre- 
preneurs, but  they  are  not  good  man- 
agers. They  tell  me  that  they  are  hav- 
ing problems.  Yet  you  look  at  the  sales 
and  find  that  the  industry  never  had 
it  so  good. 

But  this  is  changing.  The  old  ele- 
ment is  dying  off.  The  corporate  style 
is  coming  in:  high  capital  investment, 
the  more  traditional  leverage  of  fi- 
nancing. So  it  is  becoming  a  different 
business,  organized  along  convention- 
al lines  of  the  modern  corporation.  It's 
no  longer  the  idea  of  how  you  can 
grease  the  palm  of  this  buyer  or  that 
buyer,  because  the  department  store 
buyers  are  out  of  work.  Now  one  buy- 
er may  buy  for  all  of  Southern  Cali- 
fornia in  a  specific  item.  So  this  struc- 
ture is  changing.  And  that's  why  Ge- 
nesco  and  Kayser-Roth  and  so  on 
have  been  successful. 

Bui  haven't  imports  hurt  the  U.S. 
textile  industry. 

Gutenberg:  Yes.  in  two  ways:  loss 
of  growth  and  depressed  prices.  But 
actually,  the  loss  isn't  as  great  as  it's 
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often  characterized.  If  you  check  the 
figures,  you'll  find  that  the  loss  really 
is  in  growth  of  sales;  as  the  demand 
has  increased,  the  growth  has  been 
absorbed  by  imports.  As  for  de- 
pressed prices,  that's  spotty. 

Of  course,  the  whole  area  of  pro- 
ducing textiles,  turning  them  into 
clothes  and  other  goods  and  distrib- 
uting and  selling  these  goods  is  a 
mainstay  of  our  economy.  It's  been  es- 
sential to  us.  But  we  tend  to  call  all 
of  these  different  things  by  one  name 
and  then  lose  sight  of  the  individual 
segments  of  it. 

Which  segments  have  been  hit 
hardest  by  the  imports? 

Gutenberg:  The  so-called  polyfibers, 
the  polyesters  that  comprise  the  bulk 
of  the  man-made  fiber  industry.  And 
low-priced,  ready-to-wear  apparel.  To 
an  extent,  it's  the  Orient  vs.  the  West- 
ern world.  For  example,  Dow  manu- 
factures fibers,  and  it  had  a  joint  ven- 
ture with  BASF,  the  German  compa- 
ny. But  Dow  dropped  that  because 
it  wasn't  making  any  money.  In  man- 
made  fibers,  we're  talking  about  big, 
big  companies:  Dow,  Eastman  Ko- 
dak, Celanese,  du  Pont  and  so  on. 

In  apparel,  it's  the  small  shirtmaker 
and  such  who  is  suffering.  If  you  are 
a  men's  shirtmaker,  you  just  cannot 
compete  in  the  low  end  of  the  mar- 
ket. That's  because  of  the  tremendous 
surge  of  low-priced  goods  from  the 
Far  East:  Taiwan,  South  Korea,  Hong 
Kong  and,  1  predict,  within  the  next 
four  or  five  years,  India. 

[nterestingly,  Japan  isn't  growing 
here  as  last  as  (lie  others.  Japan  to- 
day is  faced  with  a  tremendous  in- 
crease in  labor  costs  because  they  no 
longer  have  any  labor  surplus.  So 
thej  sell  fibers  to  the  other  Far  East 
countries  but  supply  only  part  of  the 


apparel  coming  into  this  country. 

Inasmuch  as  the  man-made  fiber  in- 
dustry is  a  high-technology,  high- 
capital  investment  industry,  why 
hasn't  the  U.S.  been  able  to  compete 
with  the  Japanese?  Capital  is  the  thing 
ice  have  more  of. 

Gutenberg:  One  reason  is  that  the 
Japanese  entered  the  U.S.  market 
when  man-made  fibers  was  a  mature 
industry,  and  so  they  had  no  develop- 
ment costs.  Moreover,  Japanese  con- 
struction costs  are  less.  There  are  gov- 
ernment incentives.  And  part  of  it  is  the 
pricing  structure:  If  you  want  U.S. 
dollars,  your  pricing  changes. 

Du  Pont  and  others  have  spent 
millions  to  develop  man-made  fibers. 
How  did  the  Japanese  get  the  tech- 
nology to  compete? 

Gutenberg:  Some  of  the  technology 
isn't  patentable.  In  other  cases,  the 
patents  have  run  out.  Then,  too,  the 
quality  of  Oriental  polyesters  is  often 
lower  than  that  of  U.S.  polyesters. 
But  polyesters  are  used  for  a  lot  of 
different  things.  You  don't  need  the 
same  high-quality  polyester  in  a  cheap 
shirt  that  you  do  in  an  expensive 
automobile  tire,  for  example. 

What  about  natural  fibers?  Aren't 
the  wool  producers  and  cotton  grou- 
ers  suffering  too? 

Gutenberg:  Not  necessarily.  In  wool, 
even  though  the  bulk  of  it  comes 
from  outside  the  U.S.,  there  are  very 
heavy  barriers  set  up.  And  in  cotton 
it  depends  on  where  you  are.  Much 
of  the  cotton  grown  in  California,  for 
instance,  ends  up  in  Japan.  Japan  has 
no  cotton  of  its  own,  so  California 
cotton  ends  up  mixed  with  Japanese 
polyesters  and  made  into  shirts  and 
so  on  and  we  get  it  back.  Strictly 
from  a  California  cotton  grower's 
viewpoint,  this  is  not  bad. 

This  example  emphasizes  what  has 
happened  in  the  industry.  It  all  de- 
pends on  who  and  where  you  are 
whether  or  not  you're  being  hurt. 

So  for  some  U.S.  businesses  the 
textile  imports  are  good? 

Gutenberg:  Right.  Look  at  the  other 
end  of  it,  the  retailers.  Sears,  Penney 's 
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and  others  all  buy  in  the  Orient  and 
ship  the  stufl  back.  This  is  why  they 
are  able  to  sell  these  things  at  $2.99 
and  so  on.  For  example,  the  shirt  I'm 
wearing  right  now  was  made  some- 
where in  the  Orient. 
•  Then,  too.  there  are  American  com- 
panies that  are  underwriting  the  im- 
portation of  textiles.  They've  gone 
over  there  with  their  designers  and  set 
up  shop.  With  today's  communications 
and  transportation,  the  new  styles  get 
over  there  just  as  quickly  as  they  get 
around  this  country.  Kayser-Roth, 
probably  the  second-largest  clothing 
manufacturer  in  the  world,  regularly 
flies  designers  to  South  Korea  to  de- 
sign new  lines.  The  Koreans  manufac- 
ture and  ship  them  back  here. 

Sounds  like  the  old  story.  Changes 
come  and  some  people  swing  with  the 
change,  adapt,  profit  from  it.  Others 
sit  around  and  gripe  to  the  govern- 
ment. "Uncle,"  they  say,  "help  me!" 
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Gutenberg  :  Yes,  we  are  under- 
going a  very,  very  dramatic  change. 
And  many  people  are  not  capable  of 
coping  with  it.  For  example,  there 
used  to  be  five  seasons  in  women's 
sportswear,  two  in  men's.  That's  gone. 

Department  stores  used  to  depart- 
mentalize by  product;  to  succeed  to- 
day they  have  to  departmentalize  by 
customer.  They  constantly  have  to 
have  something  new  that  the  customer 
wants,  constantly  tease  the  customer 
with  it.  So  the  stores  are  demanding 
constant  change  from  the  manufac- 
turers; they're  not  worried  about  sea- 
sonal change  any  longer. 

Men's  weai  is  undergoing  some  tre- 
mendous changes  with  the  introduc- 
tion ol  knits,  which  use  polyesters. 
Knitting  is  quite  differenl  from 
ing;  it  requires  all  new  equip- 
ment, and  labor  productivity  here  is 
Lsing  dramatically. 

And  with  knitting  you  can  individ- 
ually style  every  item.  I  have  a  dou- 
ble knitted  suit  and  it's  out  of  sight. 
There  are  $70  and  $80  knit  items  that 

you  wash  in  youi   washing  machine 

and  toss  in  the  dryer,  and  they  often 
come  out  bettei  than  if  you  sent 
them  to  the  dry  cleaners. 

There  are  big  changes,  then,  tak- 
ing place  in  technology? 

GUTENBERG:  Yes.  Look  at  the  numer- 
ically controlled  laser  beam  cutting 
machines  that  GeneSCO  is  using  (see 
p.  49).  We're  making  progress  in  sev- 
eral other  areas  too  There's  re*  an  h 
—I  don't  know  how  far  it's  gone— in 
producing  fabrics,  man-made  for  the 
most  part,  that  open  up  in  hot  weath- 
er and  contract  in  cool  weather. 

We're  going  to  get  away  from  the 
sewing  machine  to  a  great  degree  In 
the  future  there  will  be  two  things: 
welding— that  is,  using  heat— partic- 
ularly on  the  polyesters;  and  adhe- 
sives.  So  far  we  haven't  had  the  nec- 
essary R&D  investment  because  most 
garment  manufacturers  are  small,  not 
like  Genesco  or  Kayser-Roth.  But  this 
is  where  the  change  is  coming. 

You  mean,  textiles  could  be  a 
growth  industry? 

Gutenberg:  Yes.  The  old  idea  of 
wearing  a  garment  until  it  wears  out 
is  less  and  less  palatable  to  a  larger 
'and  larger  percentage  of  our  popula- 
tion. So  from  just  that  standpoint,  the 
demand  for  clothing  will  increase. 
Even  though  clothing  expenditures  are 
dropping  as  a  percent  of  total  in- 
come, the  actual  dollar  amount  is  ris- 


ing as  we  become  more  affluent.  Also, 
fibers  are  finding  greater  use  in  the 
home— in  carpets,  draperies  and  so  on. 

Who  will  profit  from  the  growth? 

Gdtenhehg:  There  are  just  too  many 
variables,  too  many  crosscurrents  to 
permit  an  informed  estimate.  For  one 
thing  there's  the  rise  of  wage  rates  in 
Japan.  The  same  thing  in  Taiwan  and 
South  Korea  and  Hong  Kong.  These 
places  have  pretty  well  exhausted 
their  labor  supply.  Then  there's 
the  question  ol  China— al  one  lime  we 
got  a  lot  ol  textiles  out  ol  Shanghai. 
And  the  entry  of  India  into  the  world 
market— I  expect  they  will  start  pro- 
ducing their  own  polyesters  in  three 
years.  Plus  all  these  changes  in  tech- 
nology, all  these  changes  in  consumer 
habits  and  demand. 

Who  will  profit,  I'm  not  sine.  But  I 
do  see  a  waning  ol  the  present  crisis. 
I'i  I-  es  u  ill  rise  slightly  and  imports  will 
be  stabilized. 

What  shall  we  do  about  imports? 

Gutenberg:  From  a  long-range 
viewpoint,  I  would  say  that  it's  bettei 
to  have  as  lew  controls  as  possible. 
We  should  try  to  get  the  Japanese  to 
ease  their  trade  restrictions.  Here  we 
shouldn't  forget  that  the  Japanese 
have  lived  traditionally  in  a  restrict- 
ed economy. 

In  the  short  term,  I  would  say  that 
quotas  are  preferable  to  tariffs.  ThLs 
is  important,  but  even  more  important 
is  that  we  face  the  fact  that  our  mili- 
tary and  political  policies  abroad  are 
largely  responsible  for  OUT  balance-of- 
payments  deficit.  I  think  the  President 
is  right  in  setting  up  trade  negotiations, 
but  I  think  he  waited  too  long.  Re- 
member, from  early  1971  until  after 
the  elections,  no  foreign  government 
will  seriously  negotiate  with  the  U.S. 
because  they  don't  know  if  Nixon  will 
be  back  or  if  they'll  be  dealing  with  a 
Democratic  Administration. 

Incidentally,  one  reason  the  Japa- 
nese textile  industry  is  causing  so 
much  trouble  is  that  it  has  very  little 
dependence  on  the  Japanese  govern- 
ment. Therefore  it  is  not  as  suscep- 
tible to  government  pressure  as,  say, 
the  electronics  industry. 

So  it's  not  a  simple  question  of  "Help, 
the  Japanese  are  killing  us  icith  unfair 
competition"? 

Gutenberg:  Right.  This  is  a  man- 
agement and  a  political  problem  as 
much  as  it  is  an  economic  problem.  ■ 
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Say  "Cheese!" 

Or  say.-  good  management.  In  any 
case,  Kraftco  is  doing  very  well. 


A i  \  time  when  the  economj  is 
throwing  out  few  bouquets— even 
IBM's  earnings  are  faltering— giant 
Kraftco  Corp.,  formerly  National  Dairy 
Products,  is  racking  up  its  11th 
straight  year  of  record  earnings— par- 
ticularly pleasant  in  a  year  when  arch- 
rival Borden  is  earning  less  than  in  the 
mid-Sixties.  Kraftco's  return  on  equity, 
once  below  Borden's,  is  now  over  two 
points  higher. 

What's  the  secret?  "There's  a  real 
comball  spirit,"  says  William  O. 
Beers,  Kraftco's  57-year-old  president, 
"that  is  basic  to  our  company's 
growth."  But  where  Beers  says  corn, 
others  might  say  cheese.  Although  the 
company  doesn't  like  to  disclose  what 


percentage  of  the  cheese  market  it  has 
("Why  should  they?"  commented  a 
Department  of  Agriculture  spokes- 
man. "They  distribute  almost  75%  of 
the  cheese  in  the  country."),  it  is 
Kraftco's  dominant  position  in  cheese 
that  has  kept  it  profitable  while  other 
dairy  companies  have  suffered  badly. 
Kraftco  executives  tend  to  down- 
play cheese  and  up-play  management 
and  marketing.  Says  Bill  Beers,  who 
just  passed  his  34th  anniversary  with 
the  company:  "We  are  a  consumer- 
oriented  company  working  with  and 
in  the  marketplace  of  the  world."  De- 
spite differences  in  dress  and  language 
and  taste,  he  feels  Kraftco's  vari- 
ous customers  have  one  thing  in  com- 


mon:   They   are    wives    and    mothers. 

"There  are  some  very  basic  con- 
cepts of  what  a  housewife  wants  thai 
don't  vary,"  says  Beers,  though  she 
might  prefer  to  have  sliced  Tilsit  in 
Germany  to  sliced  American  cheese 
in  Ohio.  "We  just  transfer  basic  con- 
cepts-to  fit  local  tastes." 

In  doing  so,  Kraftco  has  achieved 
a  rate  of  growth  that  is  moderate 
father  than  spectacular;  on  average, 
sales  have  increased  at  a  rate  of 
around  5%.  This  is  due  in  part  to  pres- 
sure horn  the  Federal  Trade  Com- 
mission, which  keeps  a  close  eye  on 
Kraftco's  food  company  acquisitions. 
But  the  decision  was  management's 
alone  to  stay  in  food  rather  than  fol- 
low the  other  dairy  companies  ("dairy 
diversifieds,"  as  one  Wall  Street  ana- 
lyst calls  them)  out  of  the  food  area. 

Call  it  timidity  or  call  it  wisdom, 
this  policy  saved  Kraftco  from  Bor- 
den's   problems.    Borden's    chemicals 


The  Last  Hurrah 

Play  it  safe  just  before  retirement?  Not  Kimberly  -Clark's 
retiring   boss.    He's    turning   the   place    upside    down. 


It  looked  like  a  smooth  ride  to  re- 
tirement when  Canadian-born  Guy 
M.  Minard  took  over  in  1968  from 
John  B.  Kimberly  as  chief  executive 
of  Kimberly-Clark  Corp.  K-C's  sales 
of  $720  million  that  year  made  it  the 
filth-largest  U.S.  paper  company,  and 
it  seemed  a  cinch  to  reach  the  $1- 
billion  mark  by  Minard's  retirement 
at  age  65  set  for  this  December. 

But  behold!  Today  Minard  is  en- 
gaged in  the  biggest  gamble  of  his 
career.  He  is  simultaneously: 

•  Selling  four  paper  mills,  includ- 
ing two  new  ones,  that  now  yield  over 
$110  million  sales  a  year. 

•  Getting  almost  entirely  out  of  the 
making  of  coated  and  business  papers, 
at  a  write-off  (over  $35  million  after 
taxes)  large  enough  to  wipe  out  K-C's 
earnings  entirely  for  1971. 

•  Rushing  into  two  new  consumer 
products— disposable  paper  diapers 
and  heavy-duty  kitchen  towels— with 
start-up  costs  of  over  $50  million. 

Of  course,  Chairman  Minard  is  try- 
ing to  do  exactly  what  all  the  man- 
agement books  say  he  should:  Get  out 
of  markets  that  have  leveled  off  and 
into  expanding  ones.  Or,  as  Nick  the 
Greek  would  put  it,  cut  your  losers 
and  let  your  winners  ride.  The  rub 
comes  in  doing  it.  Getting  out  of 
coated  papers  meant  deciding  that 
the  U.S.  magazine  business  is,  in 
Minard's  words,  "heading  the  way  of 
the  dodo  and  the  great  auk."  And 
K-C's  new  ventures  into  paper  towels 


and,  particularly,  disposable  diapers 
involve  taking  on  the  most  formid- 
able marketing  competition  in  U.S. 
industry,  notably  Procter  &  Gamble. 

Stubborn  Fads 

These  changes  were  nowhere  in 
prospect  when  Minard  took  over  in 
early  1968.  K-C's  position  in  consu- 
mer products  like  Kleenex  and  Kotex 
—some  41%  of  worldwide  sales  and 
over  half  of  earnings— was  so  solid 
that  some  analysts  were  calling  the 
company  "recession-proof."  And  Kim- 
berly was  spending  over  $25  mil- 
lion to  open  new  Midwest  and  West 
Coast  plants  in  the  presumably  prom- 
ising printing  and  business  paper 
fields.  Given  its  high  return  from  the 
consumer  end  (now  77%  of  earnings), 
surely  K-C  had  a  shot  at  passing  arch- 
rival Scott  Paper  in  profit  margin— it 
had  already  passed  Scott  in  sales— by 
Minard's  retirement  in  late  1971. 

What  changed  this  happy  prospect 
was  that  earnings  suddenly  fell  29%  in 
1970,  despite  higher  sales,  after  a  de- 
cade of  virtually  uninterrupted  gains. 
So  Minard  pulled  nine  top  executives, 
headed  by  Executive  Vice  President 
Harry  J.  Sheerin,  off  their  regular  jobs 
and  gave  them  carte  blanche  to  recom- 
mend what  should  be  done  to  turn  K-C 
around.  "We  started  in  Neenah,  Wis. 
making  newsprint  out  of  rags,"  says 
Minard.  "If  we  hadn't  stopped  that, 
we  wouldn't  exist  any  more." 

By  August  of  1971  the  group  could 


assure  K-C's  directors  that  the  profit 
drain  came  from  the  four  mills  pro- 
ducing coated  stock  (mainly  for  maga- 
zines) and  business  papers.  The  return 
on  such  commodity-grade  papers  was 
normally  5%  or  less.  And  the  market 
outlook  for  coated  paper,  seemingly 
so  bright  only  five  years  ago,  had  sud- 
denly darkened  with  the  death  of  sev- 
eral major  magazines.  K-C  held  only 
9%  of  the  market  and  any  quick  expan- 
sion seemed  unlikely.  And  price  in- 
creases seemed  out  of  the  question:  It 
would  be  three  years  or  more,  the 
group  said,  before  such  plants  could 
operate  much  over  80%  of  capacity. 

On  the  other  hand,  the  study  group 
confirmed  the  decision  to  push  with 
all  possible  speed  the  introduction  of 
Kimbies,  K-C's  disposable  paper  dia- 
per, and  its  heavy-duty  Teri  towel. 
Made  of  a  part-cellulose,  part-synthet- 
ic material  called  Kaycel,  the  Teri  tow- 
el is  designed  to  do  the  wiping  an'' 
drying  job  of  two  or  three  conventional 
paper  towels.  It  will  have  national  dis- 
tribution by  December— a  year  ahead 
of  the  original  schedule— after  which 
K-C  hopes  it  will  capture  some  of  the 
premium  market  from  Scott  and  P&G. 

The  paper  diaper  market  looks  both 
brighter  and  tougher.  Already  a  $200 
million-a-year  business,  it  could  reach 
$1  billion  by  1980  (Forbes,  Dec.  15, 
1970).  But  90%  of  that  market  may 
belong  to  merchandising  master  P&G. 
which,  having  driven  Scott  and  Borden 
out  of  the  business,  is  now  pouring  on 
the  promotion  to  keep  its  dominance. 

All  this  ruffles  not  a  feather  at  K-C, 
which  every  six  weeks  brings  on  line  a 
new  machine  that  will  turn  out  200 
paper  diapers  per  minute  and  eventu- 
ally provide  enough  capacity  for  K-C 
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and  fertilizer  division,  now  21%  of 
sales  (Kraftco's  chemical  business 
makes  up  less  than  2li  of  its  sales),  lost 
over  S3  million  in  1969.  "Why  should 
we  get  into  chemicals  and  fertilizer," 
asks  Beers,  "when  we're  a  consumer 
products  company?" 

As  a  result  of  this  policy,  Kraftco  has 
heen  unable  to  achieve  the  brilliant 
results  of  a  smaller  company  like  Bea- 
trice Foods  Co.,  which  diversified 
widely  and  grows  more  than  twice  as 
fast  as  Kraftco.  But  Kraftco  has  been 
spared  the  ups  and  downs  that  afflicted 
Borden  and  the  kind  of  disaster  that 
hit  CPC  International  when  it  bought 
Knorr  soups  and  dropped  $5  million 
introducing  them  to  the  U.S.  market. 
("Our  product  mortality,''  says  Beers, 
"is  in  the  test  kitchens  and  markets.") 

While  Kraftco  is  making  its  slow, 
steady  growth  at  home,  its  internation- 
al earnings  have  been  dropping— 37? 
over    the    past    two    years— at    a    time 


most  international  companies  are 
booming.  The  reason,  Beers  explains, 
is  partially  because  of  wildcat  strikes 
in  England,  but  also  because  the  com- 
pany is  making  an  investment  in  what 
he  sees  as  the  inevitable  European 
supermarket,  with  cars,  refrigeration 
and  income  all  on  the  increase.  In  the 
U.S.,  Kraftco  has  a  large  sales  force  of 
2,500  men;  most  companies  in  the 
food  industry'  rely  partially  on  job- 
bers. Kraftco  is  trying  the  same  thing 
in  Europe,  and  the  costs  are,  inevita- 
hly,  penalizing  earnings. 

The  Same  the  Whole  World  Over 

Those  who  decry  the  Americaniza- 
tion of  Europe  may  not  like  it,  but 
there  has  already  been  what  Beers 
calls  "an  international  blurring  of 
tastes."  In  the  Fifties,  he  explains,  cat- 
sup was  unknown  to  Germans.  "We 
saw  a  fantastic  potential  market  there, 
so  we  tried  it.  Now  we're  the  Heinz  of 


German  catsup,  although  it's  not  one 
of  our  domestic  products." 

Why,  then,  the  relatively  slow  rate  of 
growth?  Says  Beers:  "It's  difficult  for 
a  $2.8-billion  company  to  be  spec- 
tacular. A  10%  growth  in  sales  would 
mean  an  increase  of  $280  million."  His 
argument  is,  in  effect,  this:  What's 
wrong  with  conservative  growth  when 
there  is  no  likely  end  to  it?  The  com- 
pany's firm  base  in  cheese  looks  even 
better  in  view  of  the  fact  that  ten-year 
per-capita  cheese  consumption  has 
grown  on  the  average  of  36%  in  the 
U.S.  and  at  a  comparable  rate  in  Eu- 
rope and  Japan. 

In  view  of  all  this,  it  bothers  Beers 
that  Kraftco  attracts  little  mutual  fund 
buying  and  sells  currently  at  only  16 
limes  earnings— a  ratio  usually  reserved 
for  cyclical  companies.  But  it  bothers 
Beers  not  enough  to  change  a  corpo- 
rate way  of  life  that  promises  steady 
future  growth  and  profitability.  ■ 


■■■ 


Retreat.  Quitting  a  business  means  eating  crow.  Just  four  years  ago, 
Kimberly-Clark  was  boasting  of  the  $8-million  modernization  program  at 
its  Niagara  Falls,  NY.  coated-paper  mill.  Now  it's  to  be  sold— or  closed. 


to  take  Kimbies  national  by  late  1973. 
Despite  Scott's  and  Borden's  experi- 
ence, K-C's  Sheerin  thinks  Kimbies  can 
reach  the  S150-million-sales  level  by 
1975.  even  though  it  is  turning  them 
out  at  about  6.5  cents  each,  1  cent 
more  than  P&G's  Pampers.  (The  ex- 
tra cent  is  mainly  for  self-adhering 
tapes  to  secure  the  diaper,  VS.  Pam- 
pers' pins.)  "If  the  product  itself  is 
demonstrably  different,"  he  says,  "you 
just  have  to  get  the  consumer  to  use 
it  once."  People  trying  Kimbies  in  the 
test  markets  of  Denver,  Salt  Lake  City 
and  Boise  made  them  No.  One  there. 
Sheerin  even  welcomes  P&G's  mar- 
keting punch.  "P&G  helps  grow  a  mar- 
ket," he  says.  "What  we  don't  like  are 
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fellows  who  creep  in,  spend  no  money 
on  marketing  and  eke  out  a  little  share 
by  acting  as  a  parasite."  He  was  ob- 
viously thinking  about  the  private- 
label  facial  tissue  brands  that  knocked 
Kleenex'  U.S.  market  share  from  48% 
down  to  35%  in  the  last  decade.  But 
by  varying  the  packaging  and  the 
product,  he  has  built  it  up  again  to 
38%  in  the  past  three  years. 

Quest/on  of  Cosf 

But  even  if  K-C's  moves  away  from 
coated  and  business  papers  and  into 
new  consumer  specialties  go  exactly 
according  to  plan,  they  will  still  have 
cost  a  bundle.  No  buyers  have  yet 
been  found  for  the  four  mills  up  for 


sale,  which  among  them  employ  some 
2,500  people,  or  more  than  hall  the 
total  in  K-C's  entire  paper  operation. 
Especially  serious  is  the  situation  in 
Niagara,  Wis.,  where  Kimberly's  mill 
is  the  town's  main  means  of  livelihood. 
All  told,  the  closing  and  sale  of  the  four 
mills  is  expected  to  cost  over  $35  mil- 
lion, or  more  than  K-C  will  earn  this 
year.  However,  the  loss  will  be  deduct 
ed  from  earned  surplus,  and  the  com- 
pany has  ample  cash  flow  to  permit 
continuance  of  its  present  dividend. 

Assuming  that  the  cost  of  the  shifts 
will  be  high,  what  are  K-C's  prospects 
if  the  changes  go  roughly  according  to 
plan?  The  company  still  has  greal 
strength  in  certain  profitable  special- 
ties, such  as  thin  papers  for  cigarettes 
and  electronic  condensers.  It  is  build- 
ing fast  overseas:  Its  30  foreign  sub 
sidiaries  already  provide  nearly  a 
fourth  of  total  sales.  And  write-ofls  of 
the  size  it  is  taking  this  year  are  often 
followed  by  an  early  recovery. 

"You  usually  get  an  earnings 
bounce-up  once  the  sour  apple  is  tak- 
en out,"  concedes  Minard,  "but  it  may 
be  masked  by  the  general  economic 
situation.  I'd  hate  to  predict  that 
there  would  be  an  immediate  earnings 
rise  in  the  first  quarter  of  1972." 

But  he  does  not  regret  the  storm 
he  raised  in  his  last  two  years  as 
head  of  K-C.  "Sure,  it's  difficult  to  end 
your  career  with  zero  earnings,"  he 
says,  "but  it  would  have  been  crystal 
clear  in  a  few  years  that  it  was  the 
only  thing  to  do. 

"I  fully  intend  to  collect  my  ful' 
pension  and  be  a  happy  stockholder," 
he  goes  on.  "And  if  the  boys  remaining 
here  work  hard,  they'll  have  a  billion- 
dollar  corporation  before  long."  ■ 
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General  Dynamics 

Almost  from  the  start,  this  was  a  hard-luck  company, 
graveyard  of  many  careers.  But  now  three  top  executives 
are  betting  their  futures  that  they  can  beat  ttje  jinx. 


Yov  wouldn't  think  that  the  top 
men  at  General  Dynamics  would  be 
in  tlie  mood  for  taking  major  business 
risks.  There  was  the  costly  Con- 
vair  disaster  that  cost  ex-Chairman 
Frank  Face  his  job.  The  long  and 
agonizing  years  when  the  controversial 
award  of  the  F-lll  fighter-bomber 
hung  in  the  balance.  And  for  the  past 
two  years  there  has  been  a  four-way 
mess;  GD  sustained  huge  losses  in 
shipbuilding,  missiles,  data  processing 
products  and  commercial  aircraft  (see 
box),  and  ex-Chairman  Roger  Lewis 
lost  his  job. 

Instead  of  taking  fresh  risks  like 
these,  GD's  recently  installed  new 
management  could  decide  to  shrink 
the  company  down  to  its  smallish  but 
very  profitable  core.  Surprisingly,  GD 
has  three  consistently  profitable  di- 
visions: Its  resources  division— coal, 
asbestos  and  construction  materials- 
earned  close  to  S24  million  before  tax- 
es last  year;  its  telephone  manufac- 
turing subsidiary,  Stromberg-Carlson, 
netted  $15  million;  and  the  sub- 
marine-building Electric  Boat  divi- 
sion probably  earned  in  the  neighbor- 
hood of  $15  million.  Combined,  these 
three  divisions  accounted  for  about 
$568  million  in  sales  and  perhaps  $30 
million  in  net  profits  on  a  fully  taxed 
basis.  That  adds  up  to  a  return  of  5% 
net  on  sales,  which  is  very  good,  and 


to  about  $2.85  on  each  of  GD's  10.5 
million  common  shares. 

Without  these  three  divisions, 
which  make  up  25%  of  GD's  sales,  the 
company  might  have  been  on  the 
verge  of  bankruptcy.  For  the  other 
three-fourths  of  the  company— com- 
mercial aircraft  and  missiles,  surface 
shipbuilding  and  data  processing- 
lost  so  much  money  that  the  company 
as  a  whole  lost  $6.5  million  for  1970. 

So  why  hang  on  to  these  erratic, 
frequently  money-losing  businesses? 
The  answer  is:  Without  any  of  them, 
GD  will  be  a  company  with  a  strictly 
limited  profit  potential.  With  close  to 
$450  million  in  invested  capital,  the 
company  should  be  netting  a  good 
deal  more  than  the  profitable  parts 
are  capable  of  supplying.  GD  has  al- 
ready shrunk  from  $2.7  billion  in 
sales  in  1968  to  around  $1.9  billion 
diis  year.  Further  shrinkage  is  quite 
likely.  The  questions  are:  How  much 
shrinkage  can  GD  take?  How  much 
risk  is  involved  in  hying  to  prevent  it? 

Tantalizing  Decision 

Largely  because  of  past  disasters 
and  the  intolerable  situation  last  year, 
General  Dynamics  has  a  brand-new 
top  management  team.  It  is  unques- 
tionably the  best  in  the  company's 
checkered  history.  Gone  are  the  men 
who  presided  over  past  disasters.  The 


new  team  is  headed  by  David  S.  Level 
•is,  54,  chairman  and  chief  executive 
officer;  Hilliard  W.  Paige,  52,  is  the 
new  president;  Gordon  E.  Mac- 
Donald,  46,  is  chief  financial  officer. 
In  the  background— but  very  much 
in  the  picture— is  the  75-year-old  Chi- 
cago tycoon,  Henry  Crown,  who, 
along  with  Nathan  Cummings  of  Con- 
solidated Foods,  owns  18%  of  the  out- 
standing common  stock. 

The  new  team  has  impressive  cre- 
dentials. Dave  Lewis  is  the  man  who 
was  president  of  McDonnell  Douglas 
and  a  sure  bet  to  become  chief  ex- 
ecutive there.  He  is  the  man  who 
saved  Douglas  Aircraft,  after  McDon 
nell  acquired  it  in  1968,  and  put  across 
the  DC-10  program.  Hilly  Paige  was 
one  of  General  Electric's  four  senior 
vice  presidents.  Gordon  MacDonald 
was  chief  financial  officer  at  Califor- 
nia-based Hughes  Aircraft. 

The  new  team— Lewis  took  over 
last  October  and  the  others  came 
aboard  during  the  last  six  months- 
is  on  the  verge  of  its  first  major  de- 
cision. It  must  decide— by  next  March 
at  the  latest— whether  or  not  to  close 
down  GD's  sprawling  shipbuilding 
yard  at  Quincy,  Mass.  At  a  glance, 
the  decision  might  seem  easv.  Since 
1967  GD  has  lost  more  than  $200 
million  before  taxes  at  Quincy— equal 
to    nearlv    $10    a    share    after    taxes. 


Risktakers.  These  three  men  will  risk  their  reputations  President  Hilliard  Paige  (left)  ran  GE's  successful  jet 
to  try  to  turn  GD  around.  Chairman  David  Lewis  (cen-  engine  business.  Financial  Vice  President  Gordon  Moo- 
ter) is  the  top  operating  man  in  the  aerospace  business.       Donald  is  an  expert  in  production  as  well  as  finance. 
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The  Quincy  Shipyard  is  General  Dynamics'  biggest  moneyloser,  but  by  no  means  its  only  one. 


There  are  still  more  write-offs  to  be 
taken  at  Quincy,  and  new  business  for 
the  yard  has  dried  up.  It  hasn't  re- 
ceived a  new  contract  since  1969. 

Yet  the  decision  isn't  that  simple. 
Lewis,  Paige  and  MacDonald  feel  that 
there  are  enormously  tantalizing  possi- 
bilities at  Quincy,  and  the\  are  find- 
ing them  difficult  to  ignore.  "The 
world  is  going  on  a  shipbuilding 
binge,"  s,i\s  Dave  Lewis.  "Hundreds 
of  new  ships  are  going  to  be  built 
between  now  and  1980,  including  a 
great  mam  1. 000-foot  crude  oil  cu- 
rlers and  tankers  for  transporting  liq- 
uefied natural  gas.  At  Quincy  we 
ne  more  big  bays  for  building 
1,000-foot  ships— three  of  them— than 
an\  yard  in  the  U.S.  Now.  we  do  face 
deep  valley  in  ship  construction 
work  along  about  1073,  but  if  we 
can  sec  a  lot  of  tins  new  work  com- 
ing to  us  after  that,  we'll  keep  Quint  \ 
open.     But     the    financial     realities    of 

parrying  the  yard  are  such  that  we 

must  decide  in  about  six  months." 

It  is  not  difficult  to  see  why  CD's 
new  managers  are  tempted  to  take 
some    risks    at    Quincy.    With    LNC 

inkers   going   for   around    $70   million 

each  and  big  crude  carriers  pulling 
in  close  to  $60  million  each,  a  suc- 
cessful Quincy  yard  could  begin  add- 
ing millions  to  GD's  other  profits  as 
uk  as  the  middle  Seventies.  But  if 
they  reach  for  the  brass  ring  and 
iiss— if  they  keep  Quincy  open  but 
uess  wrong  on  the  amount  of  busi- 
ess  it  can  get— the  yard's  losses  could 
sasily  eat  up  the  dependable  but  not 
nexhanstible  earnings  from  the  profit- 
ble  divisions. 
General  Dynamics'  published  fig- 
res  show  a  pretax  profit  of  $5  mil- 
on  on  shipbuilding  last  year,  but  this 
s  only  after  funneling  in  the  hefty 
;arnings  of  its  Electric  Boat  division. 
£B  is  one  of  the  two  prime  submarine 
milders  in  the  U.S.  (Newport  News 
Shipbuilding  is  the  other),  and  sub 
•onstruction  has  been  booming  for 
everal  years.  Without  EB,  the  ship- 
milding    accounts    would    have    been 


written  in  bright  red  ink.  And  Quincy 
was  not  the  only  drain  on  GD's  limit- 
ed resources. 

In  commercial  aircraft,  GD  is  down 
chiefly  to  its  subcontract  to  make  the 
fuselages  for  McDonnell  Douglas' 
DG-10.  Here  it  has  lost  $22  million 
before  taxes  over  the  last  three  years. 
In  tactical  missiles   it   lost  $31.3  mil- 

i— Winners  and  Losers  - 

Don't  THINK  of  General  Dy- 
namics as  a  single  company.  It 
is  a  kind  of  conglomerate,  and, 
like  most  conglomerates,  it  has 
winners  and  losers.  Last  year  its 
winners  were  (in  millions):* 

Sales   Pretax  Profits 


Military  aircraft 

$1,298 

$24.6 

Telecom- 

munications 

136 

15.0 

Resources 

212 

242 

Submarines 

220 

15.0 

Total  Winners 

$1,857 

$78.8 

Its  losers  in  1970  were: 

Data  products 

$     28      - 

-$23.8 

Commercial 

aircraft 

39 

-8.0 

Missiles 

147 

-31.3 

Surface  ships 

152 

-9.5 

Total  Losers 

$   366     - 

-$72.6 

For  1971  missiles  and  data 
products  should  edge  into  the 
black,  and  commercial  aircraft 
—mainly  subcontracting  for  Mc- 
Donnell Douglas— will  come 
closer  to  profitability.  Subma- 
rines, resources  (mainly  Ma- 
terial Service  Corp.)  and 
telecommunications  (Strom- 
berg-Carlson)  will  remain  solid 
moneymakers,  but  military  air- 
craft, once  GD's  strongest  divi- 
sion, is  fading  as  the  F-lll  pro- 
gram nears  completion. 

•Figures  are  from  GD's  Form  10-K,  with 
the  exception  of  submarines  and  surface  ships, 
which  are  Forbes  estimates.  Profit  figures  are 
before  interest,  taxes  and  certain  general  cor- 
porate expenses. 


lion  pretax  last  year,  all  on  a  Standard 
Missile  program  contract.  In  data 
products  its  Stromberg  Datagraphix 
subsidiary  has  piled  up  pretax  losses 
totaling  $46.2  million  during  the  past 
two  years  (against  revenues  of  $54 
million)  on  computer-output-micro- 
film equipment. 

What  about  the  most  glamorous 
product,  the  F-lll  fighter  bomber? 
This  brought  in  revenues  of  just  over 
$1  billion  last  year,  40%  of  GD's  total. 
The  controversy-plagued  F-lll,  con- 
trary to  widespread  opinion,  is  profit- 
able, but  the  program  is  due  to  end 
in  early  1973,  and  last  year  the  deliv- 
ery rate  had  already  started  to  slow 
down.  Lewis  also  decided  that  pre- 
vious management  had  been  over- 
accruing  profits  on  the  F-lll  and 
changed  to  more  conservative  account- 
ing. Result:  Military  aircraft  contrib- 
uted less  than  $25  million  in  pretax 
net,  down  from  $70  million  in  1969. 

General  Dynamics  was  lucky  on  the 
F-lll,  since  its  contract  was  not  the 
same  type  of  fixed-price  deal  that 
killed  Lockheed  on  the  C-5A  cargo 
plane.  When  the  cost  of  the  F-lll 
soared  and  the  Pentagon  chopped 
back  its  total  order  to  526  planes,  vs. 
a  planned  1,700,  GD  was  able  to  re- 
negotiate the  price  and  come  out  with 
a  modest  profit.  Not  so,  for  example, 
on  the  Standard  Missile,  where  GD 
simply  bid  too  low  on  a  fixed-price 
contract  and  couldn't  get  its  money 
back  when  the  inevitable  overruns 
materialized. 

"Much  to  the  anxiety  of  some  of 
our  people,  we've  been  bidding 
pretty  high  since  I  got  here,"  says 
Lewis.  "And  we're  telling  our  compet- 
itors that  we're  bidding  high  so  the 
word  gets  around  and  we  don't  get 
into  these  damn  bidding  wars.  You 
can  have  the  greatest  controls  in  the 
world,  but  if  you  bid  too  low  there's 
nothing  you  can  do  about  it." 

Perhaps     surprisingly,      GD's      un 
mitigated   disaster   recently   has   been 
not    in    defense    but    in    commercial 
business,    in    Stromberg    Datagraphix. 
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ature  enthusiasm  lias  been  the 
problem.  There  seems  little  doubt 
tl       there  is  ;i  large  future  market  for 

omputer  output-microfilm  equip- 
ment, which  enables  users  to  com- 
press the  customary  reams  of  paper 
spewed  out  by  their  computers  onto 


m 


Powerful  Subs.  GD's  Elec- 
tric Boat  division  has  built 
36  of  the  Navy's  95  nuclear 
subs  and  now  has  a  backlog 
(including  the  1 972  defense 
budget)    of    $626    million. 


microfilm  for  efficient  storage.  Nor  is 
there  any  doubt  that  Datagraphix  lias 
a  strong  leg  up  in  that  market:  It  now 
leads  with  a  38%  market  share.  But 
Datagraphix'  management  had  project- 
ed that  2,000  units  would  be  in  use  by 
the  end  of  1971,  and  geared  up  in- 
ventories and  a  large  nationwide  sales 
and  service  operation  accordingly.  In 

fact,  onlj  600  units  have  been  sold  SO 
far,  and  Datagraphix'  losses,  as  noted 
earlier,  have  nearly  equaled  its  reve- 
nues. Lewis  lias  talked  to  potential 
buyers  for  the  Datagraphix  subsidi- 
ary, and  may  yet  sell  it.  For  the  mo- 
ment he  has  written  off  enough  inven- 
tories and  other  expenses  to  enable  it 
to  clear  a  small  profit  in  1971. 

On  the  positive  side  is  Stromberg- 
Carlson,  whose  sales  last  year  ran 
around  $135  million.  It  is  the  leading 
supplier  of  equipment  to  independent 
telephone  companies,  which  now 
have  about  17%  of  the  telephones  in 
the  U.S.  and  as  a  group  are  growing 
at  about  11%  a  year;  the  Bell  Sys- 
tem's annual  growth  rate  is  7.9%. 

The  most  profitable  area  of  the  com- 
pany is  its  resources  business,  based 
on  the  old  Material  Service  sand-and- 
gravel  business  acquired  from  Henry 
Crown  in  1959.  Last  year  this  returned 
$14.9  million  alter  taxes  on  sales  of 
$212  million.  Some  $3.5  million  of 
that  profit  came  from  a  small  Cana- 
dian subsidiary,  Asbestos  Corp.,  which 
mines  high-grade  asbestos  ore  in 
northern  Quebec.  Another  large  por- 
tion currently  is  coming  from  Mate- 
rial Service's  two  Illinois  coal  mining 
operations,  which  fiave  benefited  from 
soaring  coal  prices  the  last  two  years. 
But  the  solid  backbone  of  GD's  re- 
sources business  is  Material  Service 
itself,  which  commands  the  lion's 
share  of  the  sand,  gravel  and  cement 
business  in  Chicago  and  the  surround- 
ing area.  The  chief  reason  resources 
profits  appeared  to  fall  in  1970— from 
$33.8  million  pretax  to  $24.2  million- 
was  a  temporary  one:  a  retroactive 
accounting  change  that  inflated  1969 
resources  earnings, 

"Nobody  Hates  Submarines" 

What  about  CD's  future  in  the  de- 
fense business?  It  seems  solid  in  sub- 
marines. Electric  Boat,  headquartered 
at  Groton,  Conn.,  was  the  original 
nucleus  around  which  General  Dy- 
namics was  built  by  its  late  founder, 
John  Jay  Hopkins.  It  is  proving  to  be 
a  strong  nucleus.  CD  designs  have 
prevailed  in  L5  ol  the  last  17  com- 
petitions for  new  nuclear  subs  and, 
as  a  result,  its  Electric  Boat  division 
has  had  more  than  enough  new  busi- 
ness lor  several  years.  Subs  are  the 
one  area  where  the  military  has  con- 
tinued lo  spend  big  money.  As  one 
(Continued  on  page  33) 


Costly.  It  cost  former  CEO 
Roger  Lewis  (above)  $100 
million  to  buy  out  Colonel 
Henry  Crown  (below)  in 
1 966,  money  Lewis  needed 
to  bid  successfully  for  Doug- 
las Aircraft  when  it  was  up 
for  sale  in  1968.  It  also  cost 
him  his  job.  Crown  began 
buying  back  into  GD,  gained 
an  1 8  %  interest  in  1 969  and 
set  out  to  find  a  new  CEO. 
Lewis   now   heads   Amtrak. 
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Look  what  George  Vail 
caught  in  Lake  Erie 
on  June  10.1971 


George  Vail,  Hamburg,  New  York,  has 
been  catching  fish  in  Lake  Erie  since 
1945.  And  he  has  been  quite  successful 
at  it.  He  regularly  catches  perch,  bass, 
pike,  and  other  kinds  of  fish  just  off- 
shore from  our  steel  plant  near  Buffalo. 
George  doesn't  agree  with  those  who 
wring  their  hands  and  claim  the  lake  is 
"dead"  or  beyond  hope.  Others  share 
his  view.  For  example,  Dr.  W.T.Pecora, 
Director,  U.  S.  Geological  Survey*, 
wrote  in  the  August  1970  issue  of 
Mining  Congress  Journal. 

"We  frequently  hear  that  Lake  Erie 
is  dead.  This  is  pure  rubbish.  Lake 
Erie  is  the  shallowest  of  the  Great 
Lakes,  was  created  about  20,000 
years  ago  and,  barring  another  Ice 
Age,  has  several  thousands  of 
years  yet  to  go  before  senility.  The 


western  part  of  the  lake  is  ex- 
tremely shallow  and  receives  a 
large  amount  of  natural  organic 
material  transported  from  the  sur- 
rounding terrain.  Here  is  where 
the  algae  growth  has  always  been 
present.  Lake  Erie  has  continually 
produced  about  50%  of  the  fish 
catch  of  the  entire  Great  Lakes 
system,  consistently  over  the  past 
100  years.  This  is  not  a  mark  of  a 
dead  lake." 

Technical  Report  No.  3  of  the  Great 
Lakes  Fishery  Commission,  Ann  Arbor, 
Michigan,  presents  data  documenting 
Dr.  Pecora's  remarks. 
Lake  Erie  does,  of  course,  have  serious 
pollution  problems  and  we  are  not 
about  to  understate  them.  And  our 
steel  plant  near  Buffalo  has  contributed 


to  this  pollution.  For  several  years  we 
have  been  working  on  solutions.  Late 
last  year  we  completed  a  $24  million 
program  to  control  water  pollution  at 
this  plant  alone. 

Of  the  320  million  gallons  of  lake 
water  taken  into  the  plant  daily,  about 
one-third  becomes  contaminated.  This 
is  processed  through  the  plant's  waste 
water  treatment  facilities  before  it  is 
returned  to  the  lake.  This  treated  water 
not  only  meets  New  York  state  require- 
ments for  suspended  solids  and  oil,  it 
substantially  exceeds  them. 
We  will  continue  to  clean  up  our  air 
and  water  discharges  wherever  we 
have  operations.  We  hope  others  will 
do  their  share,  too. 

*Dr.  Pecora  is  now   Under  Secretary  of 
the  Interior. 
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Meet  the  challenge  of 
air  pollution  —  with 
high-efficiency  pumps, 
ejectors,  compressors, 
blowers  and  vacuum 
units. 


Meet  the  challenge  of 
water  pollution — with 
pumps,  compressors, 
vacuum  disc  filters, 
drainers  and  bleach 
washers. 


Meet  the  challenge  of 
thermal  pollution — 
with  hydraulic  turbines, 
cooling  tower  pumps, 
dilution  pumps,  centrif- 
ugal pumps  and  circu- 
lating pumps. 


Meet  the  challenge  of 
noise  pollution — with 
"whisperized"  air  com- 
pressors, packaged  air 
generating  plants,  hy- 
draulic demolition 
tools,  muffled  paving 
breakers  and  rock  drills. 


pollution  control 
ngersoll-Rand. 


Pollution  control  ranks  high  on  industry's  list  of  priorities. 

Granted,  it  is  a  major  undertaking.  But  there  are  steps  you  can  take  right  now 
to  solve  the  problem  .  .  .  with  a  minimum  outlay  of  working  capital.  Here's  how: 

W  Ei  LL  LCiAwCii  New  standards  of  pollution  control  often  de- 
mand fast  action.  Our  leasing  plans  enable  you  to  put  needed  equipment  to  work 
immediately.  At  the  termination  of  the  lease,  you  will  have  an  option  to  buy,  re- 
new, or  return. 


WE'LL  RENT! 


You  start  now  to  reduce  pollutants  with  new, 
specially  designed  Ingersoll-Rand  equipment,  and  make  a  low  monthly  payment 
over  any  reasonable  period  you  designate. 

iff  C  LiL  I  PI^%PI\#Cb  You  put  any  of  our  products  to  work 
immediately  and  conserve  working  capital.  We  have  multiple  financing  plans  cov- 
ering anything  from  hand  tools  to  a  $50,000,000  equipment  installation. 

There's  no  need  to  postpone  action.  We  aren't.  Products  we  now  have  on  the 
market  offer  features  specifically  engineered  to  fight  all  types  of  pollution. 

Equipment  like  this  helps  you  meet  the  most  rigid  antipollution  regulations. 
Equally  important,  it  improves  product  quality  .  .  .  makes  your  plant  a  better  neigh- 
bor in  your  community.  And  you  add  profit  dollars  to  your  operation  through  the 
immediate  use  of  high-efficiency  Ingersoll-Rand  equipment. 

.  At  no  obligation,  we  will  send  experienced  specialists  into  your  plant  .  .  .  an- 
alyze conditions  .  .  .  supply  equipment  and  financing  to  combat  the  problems. 

Take  action  now.  Go  Forward  with  Pollution  Control  .  .  .  with  Ingersoll-Rand. 
Get  your  copy  of  the  new,  1 2-page  booklet,  form  800,  detailing  our  leasing,  rental 
and  financing  plans  offered  through  l-R  and  our  Ingersoll-Rand  Financial  Corpora- 
tion. Write  to:  Ingersoll-Rand,  Dept.  FF-2,  11  Broadway,  New  York,  N.Y.  10004. 
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Critical 


Recycling  scrap  metal  is  critical.  It  conserves  our  country's 
mineral  deposits  and  gives  many  industries  the  extra  material 
they  need  for  survival.  It  accounts  for  approximately 

of  copper.  4CK'  of  lead  and  20'  <-  of  the  zinc  consumed 
in  the  U.S.  every  year. 

Our  Federated  Metals  Division  has  been  recycling  for  many  years. 
Using  highly  soph    Seated  metallurgy,  we  produce  secondary 
metals  and  alloys  to  precise  physical  and  chemical  standards. 
Quality  is  always  first  rate. 

But  how  to  recycle  is  also  important.  For  instance, 
to  separate  copper  wire  scrap  fr  »m  insulation,  we  chop  it. 
There's  no  burning  to  affect  the  atmosphere. 

Thus,  through  a  combination  of  mining  and  recycling, 
Asarco  has  become  a  major  supplier  of  many  materials 
which  are  vital  to  industrial  progress. 

ASARCO         AMERICAN  SMELTING  AND  REFINING  COMPANY 

T20  BROADWAY.  NEW  YORK.  N.Y.  10005 


(Continued  from  page  28) 
GD  executive  puts  it:  "Nobody  seems 
to  hate  submarines,  not  even  the 
cKnes."  Last  winter,  for  example. 
Electric  Boat  landed  a  S482-million 
contract  for  seven  688-Class  nuclear 
subs  and  won  the  design  contract 
tor  the  Navy's  new  undersea  long- 
range  missile  system.  ULMS,  as  it  is 
called,  involves  new  subs  and  new 
missiles  for  undersea  launching  to  re- 
place the  current  Poseidon/ Polaris 
program.  The  prospects  at  the  Elec- 
tric Boat  division,  in  short,  are  solid. 

The  rest  of  defense  and  aerospace 
is  another  matter.  Dave  Lewis  has  n<> 
illusions  about  the  future  of  defense 
spending.  "Times  have  changed,  and 
our  national  priorities  are  clearly  being 
reoriented,"  he  says.  "The  trend  for 
the  near  future  is  down,  in  spite  of  the 
ample  evidence  that  our  military 
hardware  inventory  is  in  an  advanced 
state  of  decay." 

The  military  picture  is  not  all  black, 
however;  there  could  be  some  signifi- 
cant additional  orders  placed  for  F- 
111s  daring  the  years  ahead.  It  is  the 
only  Air  Force  bomber  currently  in 
full-scale  production,  and  will  be  until 

North  American  Rockwell's  B-l  bomb- 
er is  delivered  to  the  Air  Force  some- 
time in  1977  The  F-lll  does  not  have 
as  much  range  and  cannot  carry  the 
same  payload  as  is  current!)  planned 
tor  the  B-l,  but  it  does  have  the 
same  low-level,  bad-weather  bomb- 
ing capability.  And  it  is  much  cheap- 
er: An  F-lll  goes  for  about  $  1  1 
million  is.  $38  million  each  for  the 
B-l  (Senator  William  Proxmire— 
Dem.,  Wis— who  opposes  building 
the  B-l,  contends  it  will  cost  more  like 
$50  million).  Thus,  there  is  a  possibil- 
ity that  General  Dynamics  could  pick 
up  some  more  F-lll  orders,  and  with 
GD  accounting  more  conservatively 
for  the  plane  since  Lewis  took  office, 
the)  could  be  fairly  profitable  or- 
ders. Without  them,  however,  GD 
will  be  out  of  the  military  aircraft 
business  within  a  year  or  so. 

Gap  Filler? 

Should  these  new  orders  not  come 
through,  there  is  a  mitigating  factor: 
The  huge  6.5-million-square-foot  plant 
in  Fort  Worth  where  the  F-lll  is 
being  built  is  owned  by  the  Govern- 
ment. Some  GD  equipment,  of  course, 
will  have  to  be  sold  or  written  off, 
but  the  company  can  turn  the  plant 
back  to  Uncle  Sam  without  having  to 
endure  any  further  upkeep  cost  or 
scramble  desperately  for  other  busi- 
ness to  keep  it  operating. 

It  would  still  have  a  stake  in  com- 
mercial aircraft.  GD  is  McDonnell 
Douglas'  subcontractor  on  the  big 
DC-10  fuselage.  McDonnell  Douglas 
currently  has  firm  orders  from  20  air- 


Ofrseff/ng  Profits.  As  F-lll  fighter-bomber  profits  decline  and  finally 
end  sometime  in  early  1 973,  GD  will  start  to  book  earnings  from  its 
DC-10  fuselages,  which  are  built  at  Convair  in  San  Diego  and  carried 
by   Guppy  planes   to   Douglas'    Long   Beach   commercial   aircraft  plant. 


lines  lor  127  DC-lOs,  and  options  for 
96  more.  General  Dynamics  is  build- 
ing 128  feet  of  the  180-foot  fuselage  at 
its  Convair  division  in  San  Diego.  Its 
original  order  was  for  150  units,  well 
si  kiiI  of  its  break-even  point.  Under 
conservative  accounting,  it  has  re- 
fused to  book  any  profits  so  far.  But  in 
August,  McDonnell  Douglas  exercised 
an  option  for  additional  fuselages, 
bringing  the  total  to  325,  or  slightly 
above  CD's  break-even  point  of  close- 
to  300.  Along  with  the  option,  GD 
was  obliged  to  lower  its  price  slight- 
ly in  return  for  a  guarantee  that  MD 
will  pick  up  all  of  its  nonrecurring 
costs,  including  tooling. 

So  General  Dynamics  is  fast  ap- 
proaching the  point  where  it  can  be- 
gin booking  DC-10  profits,  and  since 
many  of  the  costs,  both  recurring  and 
nonrecurring,  are  already  covered,  the 
earnings  flow  could  be  quite  substan- 
tial. At  a  price  of  close  to  $2  million 
per  fuselage  section,  the  planned  pro- 
duction level  of  500  under  its  current 
contract  is  worth  nearly  $1  billion  in 
revenues.  The  profits  will  never  be 
huge,  but  most  of  the  gamble  on  CD's 
part  of  the  DC-10  is  now  past. 

That  is  the  picture  confronting 
GD's  new  managers:  three  solid  but 
essentially  limited  businesses;  a  big 
defense  and  aerospace  business,  prof- 


itable, but  quickly  shrinking.  Lit- 
tle wonder  that  Dave  Lewis  is  hesi- 
tant about  dumping  the  Quiney  ship- 
yard. Since  he  joined  the  company  as 
president  in  June,  Hilly  Paige  has 
spent  nearly  full  time  studying  Quin- 
cy's  problems  and  possibilities. 

"Here  we  sit  with  this  great  capa- 
bility and  you  don't  want  to  close  it 
down  too  early,"  says  Paige.  "The 
question  is,  what  and  how  much  can 
we  get  to  fill  it  in  and  how  much  will 
we  have  to  lose  before  we  can  get  it?" 
At  the  moment,  GD  has  seven  ships 
still  under  construction  at  Quiney,  on 
which  it  knows  it  is  going  to  lose  mon- 
ey. It  hopes  to  make  up  all  or  most  ol 
those  losses  with  claims  against  the 
Navy  for  "substantially  more  than"  $20 
million  of  payments  on  ships  already 
completed.  ("Those  claims  should 
have  been  filed  two  years  ago,"  grum- 
bles Dave  Lewis.)  To  close  down  the 
yard  might  cost  in  the  neighborhood 
of  $40  million  just  in  severance  pay 
to  workers. 

On  the  plus  side,  much  progress 
has  been  made  at  Quiney  during  the 
past  year  or  so  under  General  Man- 
ager Lloyd  Bergeson.  GD's  delivery 
performance  to  the  Navy  had  gotten 
so  bad  in  the  late  Sixties  that  the 
Navy  actually  advised  the  Maritime 
Administration    not    to    allow    Lykes 
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Steamship  Co.  to  place  an  cwder 
for  three  bulk  carriers  with  Quincy. 
Fhey  approved  the  order  anyway,  and 
Bergeson,  who  came  over  from  Litton 
Industries'  Pascagoula,  Miss,  yard  in 
1969,  has  managed  to  get  every  one 
of  its  ships,  and  every  Navy  ship  since 
built  at  Quincy,  delivered  on  or  ahead 
of  schedule. 

But  the  Lykes  ships  are  almost  fin- 
ished now,  and  new  Navy  surface  ship 
construction  is  at  a  virtual  standstill. 
Moreover,  for  all  its  improvement  in 
deliveries  and  construction  quality 
under  Bergeson,  the  yard,  because  of 
existing  labor  contracts  and  produc- 
tivity problems,  is  not  cost-competitve 
with  other  big  yards.  The  solution, 
says  Paige,  who  has  studied  Quincy 
for  three  months  to  the  exclusion  of 
all  else,  is  multiple-ship  contracts  over 
which  its  costs  can  be  spread.  And 
those  multiple-ship  contracts,  Paige 
thinks,  will  come  from  the  energy 
business— oil  companies  with  their 
own  tanker  fleets  and  ship-lines  that 
transport  crude  and  natural  gas. 

So  during  the  next  few  months 
General  Dynamics  will  be  trying  to 
assess  the  amount  of  future  shipbuild- 
ing business  it  can  generate.  It  has 
the  exclusive  U.S.  rights  to  a  Nor- 
wegian design  for  liquefied  natural 
gas  tankers  that  incorporates  a  great 
deal  of  labor-saving  automation.  It 
has  recently  bid  on  six  ships  using 
this  design  for  El  Paso  Natural  Gas. 
Landing    a    sizable    contract    or    two 


from  El  Paso  or  someone  else  for  LNG 
tankers,  or  for  several  large  crude  car- 
riers, or  for  the  hull-mounted  nuclear 
power  plants  in  which  GD  is  trying 
to  interest  utility  companies  (as  an  al- 
ternative to  land-based  plants  that 
arouse  environmentalists),  might  be 
enough  to  tip  the  balance  in  favor 
of  keeping  Quincy  in  operation.  The 
profits  would  not  flow  until  1975  or 
later,  and  meantime  GD  would  prob- 
ably lose  more  money  on  the  yard. 
But  for  General  Dynamics'  new  man- 
agers, Quincy  is  a  fascinating  gamble 
that  they  cannot  ignore. 

While  sweating  out  the  decision  at 
Quincy,  the  new  GD  team  is  making 
sure  all  the  other  loose  ends  are  tied 
down.  "In  the  past,"  says  Dave  Lewis, 
"this  company  has  been  slaughtered 
by  surprises.  That's  not  going  to  hap- 
pen anymore." 

Henry  Crown,  who  picked  Lewis 
over  several  other  candidates,  says 
this:  "Over  the  years,  this  company 
has  had  a  knack  for  assembling  fine, 
well-educated,  extremely  articulate 
men  who  could  talk  a  great  game  but 
lacked  the  experience  to  do  it.  In 
David  Lewis  we  now  have  a  man  with 
all  those  good  qualities  who  also  has 
the  experience  needed  to  get  the  job 
done  at  General  Dynamics." 

As  at  Douglas,  Dave  Lewis  did  not 
come  into  GD  swinging  a  wide  ax, 
though  some  high-level  men  have  de- 
parted. Roger  Lewis  remained  for  six 
months  as  president  before  taking  over 


Material  Service's  omni- 
present trucks  are  as  much  a 
Chicago    hallmark    as    wind. 


Realist.  GD's  Dave  Lewis  thinks  there  could  be  a  resurgence  in  defense 
spending  when  the  deterioration  of  U.S.  military  hardware  becomes  bet- 
ter known.   But  in  his  near-term  plans  for  GD  he's  not  counting  on  it. 


as  head  of  Amtrak  last  April,  but  he 
was  on  his  way  from  the  day  Henry 
Crown  started  buying  back  into  the 
company  in  1968.  Another,  Senior 
Vice  President  George  Mueller,  also 
left  to  take  the  presidency  of  Los 
Angeles'  Systems  Development  Corp. 
(Forbes,  Sept.  15)  a  few  months  af- 
ter Dave  Lewis  arrived.  Roger  Lewis 
had  put  Mueller  in  charge  of  four 
divisions,  representing  about  three- 
fourths  of  the  company;  he  constitut- 
ed a  level  of  management  that  Dave 
Lewis  found  cumbersome. 

He  quickly  saw  he  was  running  a 
conglomerate,  not  an  aerospace  com- 
pany, and  quite  a  geographically  dis- 
persed one  at  that:  submarines  at 
Groton,  Conn.;  missiles  at  Pomona, 
Calif.;  telephone  equipment  in  Roches- 
ter, N.Y.;  fighter-bombers  in  Fort 
Worth,  Tex.;  surface  ships  in  Quincy, 
Mass.  and  commercial  aircraft  in  San 
Diego,  Calif.  Apparently  Roger  Lewis, 
the  only  man  in  the  very  thin  New 
York  headquarters  staff  with  any  sig- 
nificant general  management  experi- 
ence,  had   a   great   deal   of  difficulty 
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NOW  THAT  OUR  COMPANY'S 
BEEN  PEALING  WfTH 
WACHOVIA  FOR  A  WHILE, 
WHAT  DO  YOU  CONSIDER 
THEIR  STRONG  SUIT? 


BANKING. 


That's  the  way  it  happens.  A  firm  starts  out,  just  wanting  a  line  of  credit  with 
the  region's  leading  bank.  Then  they  find  out  that  Wachovia  is  also  their  best 
source  for  everything  from  international  to  corporate  trust,  cash  management 
to  financial  forecasting.  So  whatever  you  need  in  corporate  banking,  you'll  find 
at  the  Southeast's  leader.  Just  call  or  write  your  Wachovia  banker.  Or  our 
Coi-porate  Accounts  Department.  We'll  take  it  from  there.  Quickly. 
Wachovia  Bank  &  Trust,  N.A.,  Winston-Salem,  N.  C. 

Member  Federal  Deposit  Insurance  Corporation 


An  apology  for  advertising  Plymouth  Gin. 


Plymouth  Drinkers,  forgive  us. 
For  years  you   had   Plymouth  to 
yourself.    It    was    like    Acapulco 
before  the  crowds. 

Now,  the  time  has  come 
to    acquaint    more    Ameri- 
cans with  our  English  Gin 

But  rest  as- 
sured everything 
else    will    remain 


unchanged.  The  monk  on  our 
abel.  Our  Refectory,  where 
the  Mayflower  Pilgrims  met. 
And  our  prized  ingredients. 
Finally,  our  price  will  remain 
mildly  extravagant. 

The  world  may  be  watch- 
ing, but  they  won't 
all  be  drinking. 


fiV 


Front  Yard. 
Back  Yard. 


Pick  one. 

Then  go  in  search  of  an  architect, 
because  this  is  no  exercise. 

We  have  homesites  available  along 
the  fairways  of  one  of  the  most  beautiful 
golf  courses  you  have  ever  walked  on. 
Egrets  feed  near  the  greens.  Alligators 
inhabit  some  of  the  water  hazards. 

It's  all  part  of  Shipyard  Plantation: 
850  acres  of  grass  and  trees  in  the  heart 
of  Hilton  Head  Island.  Here,  just  off  the 
South  Carolina  coast,  is  everything  a 
golfer  could  ask.  Plus  the  chance  to  live 
and  build  in  one  of  the  most  serene  set- 
tings in  the  country. 

Each  homesite  is  heavily  wooded. 
Building  standards  have  been  kept  high 
to  protect  your  investment.  And  should 
you  desire  to  rent  your  home  at  any 
time,  we  will  act  as  your  agent. 

Please  write  for  information.  We 
have  much  more  to  offer  than  we  could 
ever  go  into  here.  Write  to  Mr.  Charles 
Rousek,  The  Hilton  Head  Company, 
Hox  1008,  Hilton  Head  Island,  S.C. 
W28.  Or  call  collect  (803)  785-331 1. 

Shipyard  Plantation 
at  Hilton  Head  Island. 


THIS  OFFERING   IS  NOT  AVAILABI  .TMES  WHERE  PROHI 


keeping  tabs  on  his  far-flung  com- 
pany. "I  could  see  that  right  away 
when  I  first  got  to  New  York  a  yeas 
ago,"  says  Dave  Lewis. 

So  this  summer  Lewis  moved  GD\s 
headquarters  to  a  more  central  loca- 
tion—his hometown  of  St.  Louis,  as  it 
turned  out— and  gathered  around  him 
men  with  general  management  back- 
grounds who  could  help  him  patrol 
the  widespread  divisions  of  the  com- 
pany. Gordon  MacDonald,  who,  in 
addition  to  being  chief  financial  officer 
for  the  last  six  of  his  26  years 
at  Hughes  Aircraft,  is  an  expert  in  in- 
dustrial engineering.  In  six  months  at 
GD,  he  has  spent  a  full  month  in  res- 
idence at  Quiney,  two  months  at  the 
Convair  division  and  another  month 
or  so  at  the  Pomona  missile  operation. 

Hilliard  Paige,  a  30-year  GE  vet- 
eran who  had  headed  its  aerospace 
division,  has  spent  his  entire  three 
months  since  coming  to  GD  at  Quin- 
ey. Lewis  himself  has  spent  over  half 
his  time  during  the  past  year  roam- 
ing GD's  divisions. 

"Dave's  smart,"  says  Gordon  Mac- 
Donald.  "He  saw  he  couldn't  do  it  all 
himself,  so  he  got  some  help." 
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Intriguing  Challenge 

In  any  event,  a  good  many  of  GD's 
mistakes  were  wiped  off  the  books  in 
1970.  So  far  this  year  (through  June 
30)  the  company  is  back  into  the< 
black  to  the  tune  of  $8.5  million. 
Earnings  for  the  full  year,  barring  any1 
surprises,  will  be  somewhere  between 
$15  million  and  $20  million,  or  be- 
tween $1.50  and  $2  a  share.  Just 
ahead  there  is  a  lean  period,  prob- 
ably through  1973,  for  any  significant 
additional  earnings  growth,  as  the 
F-lll  program  winds  down  and  until 
the  DC- 10  fuselages  start  generating 
profits.  After  that?  Even  with  sales 
slimmed  down  to  $1.5  billion,  GD 
could  earn  $5  a  share  if  it  could  get  a 
net  profit  margin  of  3.57c  or  so. 

It's  an  intriguing  picture.  Three 
really  top-notch  managers  leave  se 
cure  top  jobs  with  successful  gianl 
companies.  The\  move  to  a  shrinking 
troubled  company.  Why?  There's  tin 
challenge,  of  course,  the  promise  o 
a  free  hand  offered  by  controlling 
stockholder,  Henry  Crown.  There  an 
also  the  stock  options,  a  chance  to  be 
come  genuine  millionaires.  With  earn 
ings  of  $5  a  share,  GD  could  easjt 
sell  for  $60  a  share,  vs.  the  recent  21 
Whether  it  will  ever  reach  that  lew 
remains  to  be  seen;  if  it  does,  Dal 
Lewis  and  his  two  colleagues  wi 
profit  handsomely  on  the  options  the 
hold  for  200,000  common  shares. 

But  General  Dynamics  has  had  s 
main  false  starts.  Can  Dave  Lewi: 
Hillj  Paige  and  Gordon  Mac-Dona! 
beat  the  jinx?   ■ 
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urn  garbage,  and  what 
have  you  got? 

Airborne  garbage. 
Dump  garbage,  and  what  have 
you  got?  Less  usable  land.  Or  polluted 
oceans. 

In  all  of  history,  these  have  been 
the  only  ways  to  dispose  of  solid  waste. 
Now,  not  a  minute  too  soon,  there 
is  another  way;  Landgard "system. 
Developed  by  Monsanto's  subsidiary  Enviro-Chem, 
^andgard  is  a  system  that  bakes  garbage  rather  than  burns 
it.  And  then,  to  avoid  air  pollution,  it  inhales  its  own  gases 
and  consumes  them. 

All  types  of  municipal  solid  waste  go  into  our  process. 
And  what  comes  out  is  94%  smaller  than  what  went  in. 
In  the  course  of  doing  this,  we  can  recover  the  metal 
i:or  re-use.  And  we  can  use  the  energy  produced  by  the 
system  to  make  steam  and  electricity. 

We've  never  seen  a  cleaner  way  to  build  our  business 

".Monsanto: 
the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  ENVIRO-CHEM  SERVICES. 

WRITE  BOX  G5EBE3 

MONSANTO  COMPANY 

8OO  N  LINDBERGH  BLVD 

ST  LOUIS.  MO  63166 


Li|jroved 
Financing  for 
Industry 
Locating  in 
West  Virginia. 


Now  you  may  qualify  for  loans  up 
to  100%  of  the  total  cost  of  your 
project.  There  are  five  methods  of 
financing,  including  tax  exempt 
county  and  municipal  Industrial 
Development  Bonds  and  Indus- 
trial Development  Authority  fi- 
nancing. The  latter's  participa- 
tion has  recently  been  increased 
to  50%  at  low  interest  rates. 

That's  the  kind  of  progressive 
legislation  you  can  live  with.  And 
grow  with. 

Give  us  details  of  your  project 
and  we  will  guide  you  to  financing 
best  suited  to  your  needs.  Mail  the 
coupon.  Or  call  M.  W.  Forsythe, 
Manager,  Area  Development. 
304/366-3000- collect. 

Monongahela  Power 

i\  Part  of  the  Allegheny  Power  System 


To:  Area  Development  Services,  Dept  M02 
Monongahela  Power  Company 
Fairmont,  West  Virginia  26554 

Check  here  for  free  information  on: 

□  Manpower  □  Taxes 

□  Training  D  Transportation 

Plus  our  new  brochure  on 
Plant  Location  Services. 


NAME 

FIRM 

TITLE 

PHONE 

ADDRESS 

CITY 

STATE                 ZIP 

Living  (Well)  on  Leftovers 

Largely  by  concentrating  on  business  that  the  railroads 
have  thrown  away,  Smith's  Transfer  Corp.  has  grown  rich. 


Everybody  knows  that  the  U.S.  trans- 
portation industry  is  in  trouble,  but 
that  doesn't  seem  to  bother  Roy  Red- 
man (Jake)  Smith..  Smith,  a  former 
truck  driver  himself,  is  president  and 
largest  stockholder  of  Staunton,  Va.'s 
Smith's  Transfer  Corp.  Smith's  Trans- 
fer is  very  far  from  being  in  trouble. 
Excluding  capital  gains,  it  earned  12% 
on  stockholders'  equity  last  year  and 
has  nearly  doubled  its  revenues  in 
the  past  five  years. 

Smith's  secret  is  that  it  is  a  specialty 
transportation  company.  Its  specialty 
is  less-than-truckload  freight— LTL,  as 
it  is  known  in  the  trade.  LTL  accounts 
for  60%  of  its  revenues  ($63  million 
last  year).  Railroads,  of  course,  don't 
like  these  relatively  small  shipments; 
they  involve  too  much  customized  ser- 
vice. Ry  concentrating  on  this  kind  of 
business,  designing  his  terminals 
around  it— and  charging  accordingly 
—Smith  has  been  able  to  turn  LTL 
into  a  very  nice  business.  For  example, 
he  can  give  top-notch  service  on  the 
freight  he  wants  and  not-so-hot  ser- 
vice on  business  he  would  just  as 
soon  have  go  away.  Cigarettes,  for 
example,  aren't  very  attractive  freight 
these  days  because  of  the  prevalence 
of  hijacking  and  pilferage;  Smith  just 
doesn't  seem  very  anxious  to  get  cig- 
arette business. 

The  kind  of  business  Smith  does 
like  is  exemplified  by  Ford's  big  truck 
assembly  plant  at  Louisville.  Ford  is 
able  to  save  the  expense  of  maintain- 
ing engine  inventories  because  ST 
keeps  the  engines  flowing  over  the 
highway  (from  Caterpillar's  engine 
plant  in  Peoria)  on  a  strict  and  re- 
liable schedule.  "Why,  we  think  of 
ourselves  as  an  extension  of  their  as- 
sembly line,"  Smith  says.  "The  rail- 
roads can't  otter  that  kind  of  service." 

A  small  chunky-looking  man,  with 
a  manner  as  firm  as  it  is  gentle,  Jake 
Smith  went  to  work  for  ST  40  years 
ago  when  his  two  brothers,  since  de- 
ceased, converted  an  old  Mitchell 
touring  ear  into  a  truck  and  began 
hauling  their  neighbors'  cattle.  They 
went  on  from  there  to  create  what  is 
now  the  U.S.'  13th-largest  common 
(.airier  trucker.  That  made  Jake  Smith 
a  millionaire — his  10.3%  interest  in  ST 
is  worth  upwards  of  $4  million— but 
he  was  an  over-the-road  trucker  him- 
self until  L948  and  he  still  prides  him- 
self on  being  one  of  the  Ix-si  drivers 
ompany  has.  Though  he  went  to 
ss  school  in  the  Thirties,  most 
i  li  is  managerial  training  came 
by   the  seat  of  his  pants.   Which   can 


be  both  a  strength  and  a  weakness. 

A  1965  acquisition  of  Huber  &  Hu- 
ber  ("Hell  &  Highwater,  we  called  it," 
Smith  says  now)  was  a  near  disaster. 
ST  lacked  the  management  depth  to 
handle  an  acquisition  that  doubled 
its  size  overnight,  and  it  paid  for  it 
with  two  years  of  sagging  earnings 
and  a  deficit  in  1967.  H&H's  prob- 
lems have  since  been  solved,  and  last 
year's  merger  with  Rell  Lines  has 
proved  resoundingly  successful— so 
much  so  that  ST  has  already  earned 
as  much  (over  $2  million)  in  the  first 
half  of  1971  as  it  did  in  all  of  1970. 

Smith  clearly  has  no  intention  of 
stopping  with  Rell.  In  the  past  three 
years  ST  has  gone  from  40th  to  13th 
place  in  the  trucking  industry,  its 
earnings  have  moved  sharply  upward 
in  the  process,  and  Smith  talks  hap- 
pily about  doing  $125  million  in  sales 
by  1974,  vs.  maybe  $90  million  this 
year.  To  do  that,  he  expects  to  fill  in 
the  gaps  in  his  existing  system  and 
even  expand  into  the  Midwest. 

To  raise  the  money  for  expansion, 
however,  Smith  is  almost  certainly  go- 
ing to  have  to  sell  more  common  stock 
or  convertible  securities:  As  of  last 
year's  end,  ST's  ratio  of  debt  to  equity 
was  a  somewhat  scary  60%,  and  it  is 
now  even  higher  after  a  sale  of  de- 
bentures in  June.  As  things  now  stand, 
ST  is  in  a  pretty  good  position  to  sell 
more  equity  with  its  stock  selling  over 
the  counter  at  nearly  three  times  its 
book  value— a  pretty  good  price  for  a 
transportation  company.  But  should 
earnings  falter.  Smith's  stock  would  al- 
most certainly  fall  sharply  and  its 
chances  for  expansion  would  be  hurt. 

All  of  which  is  certainly  true,  but  it 
won't  stop  Jake  Smith.  There's  no 
slowing  down  for  a  man  who  wound 
up  owning  an  850-acre  farm  because 
his  daughter  needed  a  place  to  keep 
her  horse.  A  man  like  that  can't  help 
letting  one  thing  lead  to  another.   ■ 
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Gentlemen, 

relax 

your  eyebrows. 


lis  sage  advice  comes  from  Dr. 
f;d  Holmes  Wright,  eminent  Uni- 
fsity  of  Mississippi  psychologist. 

D  Wright  has  developed  an  effec- 
ts program  for  overcoming 
Ucutive  tension  and  stress,  and 
I  available  to  you  on  compact 
:  isette  tapes. 

H starts  out  by  telling  you  to  relax 
Mir  scalp,  eyebrows  and  other 
►scles  you  quite  possibly  forgot 
IN  even  had. 

^  he  end  of  just  the  first  session, 
H'H  appreciate  the  effectiveness 


GP 


of  the  program,  and  will  be  well  on 
your  way  to  getting  rid  of  a  lot  of 
headaches  —  both  physical  and 
psychological. 

Dr.  Wright  has  several  other  very 
helpful  programs,  as  well. 
"Relaxation:  the  first  step  toward 
self-improvement"  has  been  a  great 
help  to  people  in  all  walks  of  life., 
from  housewives  to  college  stu- 
dents. (As  you  can  imagine,  they 
make  highly  appreciated  gifts.) 

Send  today  for  "How  to  overcome 
executive  tension  and  stress 
for  yourself  how  effective 


by  the  way,  if  you  don't  have  a 
cassette  player/ recorder,  we're 
offering  an  Electro  Brand  at  $19.95, 
complete  with  batteries  and  micro- 
phone, to  help  you  get  started. 
Check  any  department  or  discount 
store,  and  you'll  see  similar  models 
selling  for  $35  and  up.) 


All  equipment  fully  guaranteed. 
Your  money  refunded  if  not  fully 
satisfied  in  two  weeks. 


We  can  help  you  self-improve 


Big  Deal! 


If  you  are  about  to  consummate  an  important  business  deal,  is  your 
appearance  as  well  prepared  as  your  presentation? 

Hickey-Freeman  maintain  that  you  can't 
do  today's  business  looking  like 
yesterday.  Being  well  dressed  builds  your 
confidence  as  well  as  your  business 

Hickey-Freeman  think  fashion  for 
contemporary  business.  Not  staid, 
not  startling.  Just  good  taste 
and  flawless  tailoring. 

These  top  echelon  suits,  including 
new  knits,  are  at  Hastings 
now.  Ask  for  the  'Confidence 
Builders'  —  Hickey-Freeman 
suits,  from 


$245 


HICKEY-FREEMAN  AT  M 


HASTINGS 


SEE  HICK!  i     l\N   SUITS  IN   THESE  HASTINGS  STORES:   SAN  FRANCISCO:   Post  &  Kearny. 

St.  Francis  Hotel,  Montgomery  Street.  PALO  ALTO:  Stanford  Shopping  Center.  OAKLAND:  1560  Broadway. 


True  to  Form 

Moore  Corp.  produces  an  essentially  simple  product,  but  produces  it  so 
well  that  the  competition  can't  touch  it,  and  the  profits  are  exceptional. 


In  Toronto's  ornate  National  Club, 
the  talk  is  gloomy  these  days:  Presi- 
dent Nixon's  10%  surcharge  will  hit 
Canada  hard.  One  member  is  not  wor- 
ried, however.  He  is  David  Barr,  61, 
Scottish-born  chief  executive  officer  at 
Toronto-based  Moore  Corp.,  the 
world's  largest  maker  of  business 
forms.  Moore  does  90%  of  its  busi- 
ness in  the  U.S.,  and  although  it  is  a 
Canadian  firm  and  over  70%  of  its 
stock  is  held  there,  it  does  90%  of  its 
manufacturing  in  the  U.S.,  too.  "We 
don't  export  a  thing,  so  the  Nixon 
economics  can  only  help  us,"  points 
out  Barr. 

Of  $1.2  billion  spent  on  business 
forms  in  the  U.S.  last  year,  Moore  col- 
lected S388  million.  Its  nearest  rivals 
were  Standard  Register  and  UARCO, 
and  they  grossed  just  $102  million  and 
$98. 6  million,  respectively.  The  other 
half  of  the  business  is  fragmented. 
Moore's  share  of  its  Canadian  home 
market  is  even  higher,  40%.  Through 
investments  Moore  is  the  major  share- 
holder in  Lamson  Industries,  the  larg- 
est maker  of  forms  outside  North 
America.  It  has  even  cracked  Japan; 
it  owns  45%  of  Toppan  Moore,  a  fast- 
growing  outfit  in  Tokyo. 

Such  preeminence  is  not  new  for 
Moore.  Canadian  printer  Samuel  J. 
Moore  founded  the  company— and 
the  industry— 89  years  ago  by  pro- 
ducing the  first  sales  book  with  a  car- 
bon interleaf  and  consecutively  num- 
bered pages.  Moore  kept  his  firm  on 
top  by  acquiring  would-be  competi- 
tors, of  which  there  have  always  been 
many.  But  his  shrewdest  move  was  to 
buy  Boston's  Kidder  Press  in  1899, 
which  he  moved  to  Dover,  N.H.  a 
year  later.  Since  that  deal  Moore  has 
stood  apart  from  the  industry.  Moore 
.uses  Kidder  to  build  the  presses  that 
print  its  forms;  competitors  still  buy 
their  presses  in  the  open  market  and 
modify  them  to  their  needs.  Over  the 
years  this  has  kept  Moore  abreast  of 
the  design  changes  that  are  frequent 
in  business  forms. 

Downhill  Drag 

Volume,  once  achieved,  did  the 
rest.  It  has  enabled  Moore  to  build 
numerous  plants,  41  in  the  U.S.  alone, 
all  close  to  its  customers.  This  is  a 
huge  advantage,  not  only  over  its  two 
closest  competitors  but  also  over  the 
upward  of  500  printers  who  produce 
business  forms  for  their  local  markets. 
"What  sets  us  apart  is  that  ours  is  a 
production  line,  not  a  print  shop,"  says 
Barr.    The    efficiencies    and    savings 


Moore's  first  roll  register 


gained  from  long  runs  have  been 
enormous,  particularly  for  computer- 
oriented  forms. 

Laments  a  competitor,  Donald  F. 
Whitehead,  president  and  chief  ex- 
ecutive officer  of  Standard  Register: 
"We  have  been  trying  to  reach  this 
point  for  the  past  couple  of  years,  but 
our  volume  still  is  insufficient  to  jus- 
tify one-product  plants."  To  this  ad- 
vantage Moore  has  added  the  largest, 
most  highly  trained  and  most  strict- 
ly regulated  sales  force  in  the  indus- 
try, livery  movement  of  a  Moore  sales- 
man is  dictated  by  computer,  even 
down  to  which  side  of  a  street  he'll 
work  on  a  particular  afternoon.  Barr, 
who  spent  a  lifetime  climbing  from 
credit  clerk  in  a  subsidiary  to  Moore's 
top  position,  denies  this  is  regimen- 
tation, but  he  will  cheerfully  admit  it 
is  effective. 

As  a  result  of  its  high  volume  and 
efficiency,  Moore  can  ride  out  reces- 
sions. It  can  keep  sales  high  by  cut- 
ting prices.  "They've  just  thrown 
away  the  price  book,"  says  James  F. 
Schaughency,  vice  president  of  Ac- 
counting Data  Service  Inc.  in  Wheel- 
ing, West  Va.,  one  of  many  small 
firms  to  take  a  licking  on  stock  forms 
for  computers.  "This  stuff  should  sell 
at  $3.75  a  thousand.  Moore  is  charg- 
ing $2.50.  I  can't  buy  the  raw 
material  for  that  price,"  laments 
Schaughency.  Adds  Standard  Regis- 
ter's Whitehead:  "You  don't  meet 
Moore  head  on.  No  one  can." 

Last  year  proved  the  point:  In 
1970  Standard  Register  made  no  sales 
gains  and  had  a  12%  drop  in  profits. 
But  Moore  raised  sales  8.3%  to  $431.8 
million  and  profits  5.1%.  Even  with 
price-cutting,  Moore  netted  better 
than  11%  on  stockholders'  equity. 

Barr  denies  that  Moore  crushes  the 
competition  through  sheer  size.  "We 
simply  control  costs  better,"  says  he. 
Typically,    general    managers    of   the 


four  supposedly  autonomous  divisions 
operating  in  the  U.S.  must  clear 
capital  expenditures  above  $5,000 
through  Barr.  With  only  five  other 
executives,  he  runs  Moore  from  its 
Toronto  headquarters. 

For  the  future,  Moore  looks  to  be 
a  continuing  beneficiary  of  the  paper- 
work explosion.  Department  of  Com- 
merce forecasts  predict  that  business 
will  be  spending  $3  billion  on  forms 
by  1980.  This  has  tempted  office 
equipment  makers,  such  as  Control 
Data  and  SCM,  to  try  their  hand  at 
making  forms  to  go  with  their  ma- 
chines—with a  singular  lack  ol  success. 
In  the  face  of  a  stronger  competition 
Moore  has  raised  its  share  of  market 
from  25%  to  more  than  30%  in  five 
years.  "The  newcomers,  so  far,  haven't 
had  any  important  effect  on  us  at  all," 
says  Barr. 

An  up-from-the-ranks  Moore-man, 
Barr  keeps  in  close  contact  with 
Moore's  top-notch  intelligence  unit; 
the  unit's  job  is  to  know  everything 
that  goes  on  in  the  office  equipment 
industry.  When  he  first  became  top 
man  in  1968,  Ban's  reading  of  the 
intelligence  suggested  that  Moore 
might  have  a  future  diversifying  into 
peripheral  input-output  equipment 
for  computers.  He  has  since  changed 
his  mind,  even  though  Moore  does 
make  a  line  of  data  collector  sys- 
tems for  hospitals.  "I  thought  we 
could  go  into  peripheral  equipment, 
but  that  industry  has  gone  down  the 
drain,"  he  says,  adding,  "We're  in  no 
rush  now." 

So  what  does  Moore  do  with  all 
the  money  it  makes?  Raises  dividends 
each  year  and  plows  the  rest  back. 
"We  need  every  penny  plus  to  match 
demand  for  forms,"  says  Barr.  You 
could  put  it  this  way:  Why  fuss  with 
complicated  things  like  computer 
equipment,  when  you  can  do  so  well 
grinding  out  pieces  of  paper?  ■ 
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The  Niche-Master 

What's  that?  It's  a  medium-sized  company  that  makes  top 
profits   despite  plenty   of  competition.   Like   Square   D. 


For  making  money,  any  company 
president  will  tell  you  that  a  niche 
beats  a  monopoly  hands  down.  Mo- 
nopolies are  illegal.  Niches  have  many 
of  the  advantages  of  monopolies,  but 
they  are  perfectly  legal.  Where  mo- 
nopolies are  somehow  evil,  niches  are 
usually  virtue  rewarded. 

And  what's  a  niche?  Just  a  domi- 
nant position— a  carper  might  call  it  a 
near-monopoly— in  a  specialty  field. 
The  higher  volume  from  dominance 
(assuming  average  efficiency)  means 
lower  unit  costs  and  higher  profits. 

Of  course,  a  niche  can  be  trouble- 
some. The  larger  and  more  visible  it 
is,  the  more  would-be  competitors  try 
to  muscle  in,  as  IBM  and  Eastman  Ko- 
dak and  Xerox  and  Gillette  can  tes- 
tify. Smaller  niches  are  safer  because 
they  attract  less  attention.  And  nicest 
of  all  is  a  niche  made  up  of  a  unique 
combination  of  products  and  skills. 
Like  that  occupied  by  Square  D  Co. 

Chicago-based  Square  D  (1970 
sales:  $260  million)  makes  a  rather 
mundane  line  of  switches,  circuit 
breakers,  motor  controls  and  like  de- 
vices. A  small  fish  in  a  big  pond  teem- 
ing with  competitors  like  General  Elec- 
tric and  Westinghouse,  it  has  never 
been  a  superglamour  company.  Its 
stock  usually  sells  at  a  nice  20  to  22 
times  earnings— nothing  wild,  mind 
you,  which  suits  President  Mitchell  P. 
Kartalia  just  fine:  "We  just  sort  of  like 
to  play  in  our  own  backyard,  get 
our  job  done  and  not  go  around  get- 
ting anyone  upset,"  he  says. 

Ah,  but  what  a  backyard!  In  re- 
cent years  Square  D  has  squeezed 
more  profit  out  of  a  dollar  of  invested 
capital  than  98%  of  the  country's  640 
largest  corporations.  Its  22.7%  average 
return  on  capital  tops  that  of  such 
profit  leaders  as  Minnesota  Mining 
and  IBM  and  is  neck  and  neck  with 
the  top  drug  companies. 

It  does  so  b\  meticulous  selectivity 
in  its  product  line,  marketed  largely 
through  1,000  independent  local  dis- 
tributors. "II  we're  bi  tier  than  anyone 
else  in  something,  it's  in  our  marketing 
costs,"  says  Kartalia,  "so  we  stay  away 
from  products  our  distributors  can't 
handle.  The  small  motor  market  is  a 
pistol.  It's  an  original-equipment  mar- 
ket and  takes  an  entirely  difl 
group  of  people  for  contact.  We'd  just 
dilute  our  efforts.  Wire?  That's  noth- 
ing more  than  copper.  Mosl 
can  manufacture  wire,  it's  too  broad  a 
field.  All  the  monej  is  in  coppei 

Yet,  significantly,  Square  D  has  de- 
signed a  product  spread  that  is  com- 
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plete  in  terms  of  distinct  markets. 
"We  find  competition  in  every  one 
of  our  areas,  but  look  at  it  closely 
and  you'll  find  that  no  one  has  the 
same  complete  lines  that  we  do  for 
our  markets.  One  of  our  strongest  com- 
petitors in  industrial  controls  has  no 
distribution  equipment— not  one  item 
of  it.  Since  both  of  us  sell  through 
distributors,  you  can  visualize  the 
strength  that  gives  us." 

Starving  the  Goose 

If  this  sounds  too  good  to  be  true, 
so  it  proved.  Lately  Square  D's  for- 
mula has  not  been  working  as  well  as 
it  once  did.  Earnings  have  been  on  a 
plateau  since  1965,  despite  nearly 
$100  million  in  sales  gain,  much  of  it 
attributable  to  increased  prices.  Op- 
erating margins  have  declined  from 
27.2%  to  20.2%. 

Part  of  this  decline  comes  from  in- 


Sandwiched  In?  Square  D 
grew  rich  specializing  in  in- 
dustrial controls  equipment. 
Now  Kartalia  hopes  for  it 
in  adjacent  product  lines. 


_ 


dustrywide  problems.  Some  70%  of 
Square  D's  sales  are  to  the  industrial 
electronics  market,  now  the  fastest- 
growing  electronics  sector.  And 
spending  on  plant  and  equipment  has 
flattened  in  recent  years,  discounting 
inflation's  impact.  Meanwhile,  says 
Kartalia,  "There's  been  a  jump  in 
terms  of  labor  and  materials  getting 
ahead  of  cost  reduction." 
' .  There  may  also  have  been  some 
bad  decisions.  For  over  a  decade 
Square  D  management,  under  intense 
pressure  to  sustain  profitability,  has 
spent  far  less  on  plant  and  equip- 
ment than  other  electrical  and  elec- 
tronics companies.  Capital  spending 
averaged  under  $2.5  million  a  year 
in  the  decade  1957-67,  a  smaller  per- 
centage of  gross  plant  than  virtually 
every  other  competitor's.  And  while 
Kartalia  increased  it  sharply  after  be- 
coming chief  executive  in  1968  (to 
$8.6  million  last  year),  Square  D  still 
spends  less  than  most  competitors. 

Though  Kartalia  downplays  it,  he 
is  clearly  also  moving  to  correct  other 
internal  problems.  In  the  past  two 
years  there  have  been  11  manage- 
ment changes,  counting  three  new 
positions.  Square  D's  warehouse  dis- 
tribution network  was  overhauled  in 
1969,  and  product  development  ef- 
forts have  been  intensified. 

Significantly,  Kartalia  has  also 
made  four  small  acquisitions  outside 
of  Square  D's  traditional  distribution 
and  control  equipment  fields.  Recent 
acquisitions  now  take  it  into  trans- 
mission equipment  and  provide  a 
small  foothold  in  the  booming  elec- 
tric utility  equipment  field.  "When  we 
send  their  products  through  our  dis- 
tributors, it  should  lower  their  costs 
and  increase  then  volume,"  he  says. 

Can  Mitch  Kartalia  create  a  niche, 
in  the  form  of  a  new  product  pattern, 
as  profitable  as  the  one  that  has 
served  Square  D  so  long  and  so  well? 
It  won't  be  easy.  Acquisitive  com- 
petitors like  Emerson  Electric  and 
I-T-E  Imperial  are  sniffing  about  for 
the  same  thing.  And  plenty  of  other 
niche-masters  have  searched  for  years 
for  other  areas  to  dominate,  only  to 
wind  up  lowering  their  profitability. 

The  nice  part  is  that  Kartalia  is 
tackling  Square  D's  problems  while 
there  is  still  time.  If  he  fails  to  find 
another  niche,  he  risks  little.  Mean- 
while, Square  D's  established  markets 
should  improve  handsomely,  if  the  7% 
investment  tax  credit  produces  the 
hoped-for  results.  And  Kartalia  has 
an  enviable  fall-back  position.  With 
one  of  the  cleanest  balance  sheets  in 
U.S.  industry,  Square  D  has  the 
wherewithal  to  mount  a  big  push 
overseas— where  it  is  equally  profit- 
able and  growing  faster  from  a  rather 
small  base.  ■ 
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The 

helpful 

bank. 

To  get  a  start  in  Canada  you  need 
the  help  of  our  bank  on  taxes,  labor, 
government  guidelines,  economic 
facts,  and  other  pertinent  information. 
WKte  today  (on 

"The 


your  letterhead) 
for  your  free  copy 
of  "Businessman's 
Canada"  .ami 
see  how  helpful 
it  can  be. 
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The  new  Xerox  400i 


His  reason: 
solid  and  halftone  reproduction. 

The  Sales  Manager  can  rely 
on  the  4000  to  give  as  good  as  it 
receives.  Even  hard-to-copy  charts, 
graphs  and  photographs  come  out 
letter-perfect.  So  the  4000  puts 
more  life  into  presentations  and 
more  sell  into  the  sales  message. 


His  reason: 
push-button  paper  selection. 

In  the  Legal  Department,  they 
submit  that  the  4000  is  an  open- 
and-shut  case  of  convenience.  In- 
stead of  somebody  having  to 
change  the  paper,  the  paper 
changes  itself— from  memo  size  to 
legal  size.  With  push-button  ease. 


His  reason: 
automatic,  two-sided  copyi 

Cost -conscious  Accc 
can  count  on  this  unique 
By  combining  two  sheets  c 
onto  one,  it  cuts  up  to  I 
paper  costs  and  file  spac 
lowering  mailing  costs.  Anc 
any  other  copier,  the  ne\ 
4000  does  it  all  automatic; 


TK*OtM*RK  OF    "WO*  COSrOBATIQN. 


hie  copier  for  all  reasons 


eason: 

ess  and  quietness. 

e  Managers  have  a  warm 
e  4000  because  they  can 
ust  about  any  spot.  So  it 
3rk  right  where  the  work 
r  reason  for  their  loud 
operates   barely  above 


His  reason: 
clean,  sharp  copies. 

Upper  Management  types 
give  an  executive  nod  to  our  copy 
quality.  And  they  can  expect  these 
results  on  letterheads,  pre-printed 
forms  or  colored  stock.  Because 
the  4000  uses  cut  sheets  of  ordi- 
nary, unsensitized  paper. 


Her  reason: 
copying  speed. 

Gal  Fridays  breathe  a  lot 
easier  when  they  see  how  fast  the 
4000  delivers  a  copy:  in  less  than 
7  seconds.  This  means  she's  back 
at  her  desk  before  new  work  piles 
up  and  up  and... 


lerox  4000  is  the  first  of  a  new  generation  of  Xerox 
]t  offers  features  not  found  on  any  other  copiers'.  Which 

appy  point.  The  Xerox  4000  is  the  one-of-a-kind  con- 

apier  for  all  kinds  of  reasons. 


XEROX, 


North  of  the  Border 

More  than  a  border  separates  Canada's  prosperous 
Stelco  from  the  U.S.'  depressed  steel  companies. 


So  you  think  steel  is  a  declining  busi- 
notable  mainly  for  dividend  cuts 
and  excess  capacity?  That  there's  no 
steel  company  in  North  America  that 
can  compete  with  the  Japanese? 

Well,  just  drive  over  the  border  up 
Toronto  way  and  look  at  Stelco,  the 
flourishing  Steel  Co.  of  Canada,  Ltd. 
It's  running  its  mills  flat  out;  in  fact, 
it  had  to  buy  some  steel  from  rivals 
to  fill  its  customers'  requirements  last 
year.  In  the  last  two  years  Stelco  paid 
dividends  of  $1.20  a  share,  up  from 
$1  in  1968  and  60  cents  in  1962,  re- 
versing the  trend  of  the  typical  U.S. 
steel  producer. 

Stelco  is  the  most  profitable  large 
North  American  steelmaker.  Its  $663- 
million  sales  and  4.8  million  tons  of 
production  last  year  ranked  it  ninth 
among  North  American  steel  com- 
panies in  size.  But  its  11%  return  on 
stockholders'  equity  and  8.5%  after- 
tax earnings  on  its  sales  dollar  ranked 
it  first  in  profitability  by  a  huge  mar- 
gin {see  chart).  Yet  1970  was  no 
spectacular  year  for  Stelco;  it  has  av- 
eraged nearly  11%  on  equity  for  the 
past  five  years. 

It  is  true  that  Stelco  is  innovative, 
boasting  an  impressive  list  of  tech- 
nological firsts,  and  that  it  enjoys 
somewhat  lower  labor  costs  than  pro- 
ducers south  of  the  border,  though  it 


has  nothing  like  the  Japanese  labor 
advantage.  The  real  reason  for  Stel- 
co's  Success  is  more  basic,  according 
to  J.  Peter  Gordon,  50,  president  since 
last  May.  "The  Canadian  market  is  a 
small  market,"  he  points  out,  "so 
we've  been  able  to  operate  our  plants 
nearly  full  out.  The  American  mills 
have  capacity  in  excess  of  their  do- 
mestic market."  Stelco,  even  with  40% 
of  the  Canadian  market,  is  a  relatively 
small  producer.  So  far,  it  has  been 
able  to  meet  growing  demand  by  ad- 
ditions to  its  single  plant  at  Hamilton, 
Ontario.  The  company  has  not  yet 
had  to  go  to  huge  new  capacity  in- 
crements that  produce  steel  below 
capacity  for  long  periods. 

That  is  money  in  the  bank  for  any 
steel  company.  With  large  costs  like 
depreciation  and  interest  payments 
fixed  regardless  of  throughput,  filling 
a  plant  to  full  capacity  means  tremen- 
dous money  to  a  steel  company. 

But,  is  the  picnic  over?  At  the  mo- 
ment, Stelco  is  in  the  midst  of  its 
largest  expansion,  expected  to  run 
over  $100  million.  It  will  raise  the 
company's  capacity  to  6  million  tons 
of  steel  in  increments  through  1973. 
That  means  additional  interest 
charges,  and  last  year's  long-term 
debt  of  $110  million  was  already 
nearly  double  1969's.  It  also  probably 


SEAGRAM  DISTILLERS  COMPANY,  NEW  YORK  CITY. 

90  PROOF.  DISTILLED  DRY  GIN.  0IS1ILLED  FROM  AMERICAN  GRAIN 


44 


>Vhy  owning  trucks 
is  bad  for  you  and 
good  for  us. 


We'll  make  you  a  bet  that  you 
don't  know  what  your  total 
trucking  costs  really  are. 

Okay,  ready?  Do  you  know 
the  cost  of  management  time 
devoted  to  your  trucking  opera- 
tion? The  cost  of  clerical  work? 
Of  parts  and  inventory?  Have 
you  figured  in  the  interest  you 
pay  on  your  investment  in 
trucks?  The  cost  of  your  garage 
or  parking  space?  The  fringe 
benefits  you  pay  to  your  garage 
employees? 

And  what  about  those  little 
commonplace  costs  like  lost 
driver  time  when  a  truck 
breaks  down?  Or  bad  customer 
relations  when  a  shipment  gets 
delayed? 

The  point  is  that  there  may 
be  a  lot  of  hidden  costs  involved 
in  owning  your  own  trucks. 

Maybe  the  arithmetic  would 
work  out  better  if  you  leased 
new  Ford  trucks  from  Ryder. 
And  let  Ryder  handle  all  the 
headaches  of  fuel  purchasing, 


repairs,  maintenance,  parts, 
licensing,  tax  reporting, 
insurance  and  paperwork. 

First,  you'd  eliminate  one  of 
your  long-term  investments. 
Which  could  make  your  balance 
sheet  look  better  because  you'd 
show  the  same  amount  of  profits 
with  a  smaller  capital  investment. 

But  even  more  important, 
your  people  and  your  dollars 
would  be  working  more  effi- 
ciently if  you  took  them  out 
of  the  trucking  business  and  put 
them  into  your  real  business. 

At  Ryder,  our  real  business 
is  trucks.  And  we're  so  efficient 
at  it  that  we've  grown  to  the  point 
where  we  have  34,500  vehicles 
on  the  road.  315  company-owned 
locations  all  across  the  country. 
We'd  like  to  suggest  that  you 
take  care  of  your  business 
and  let  us  take  care  of 
your  trucks.  We'll  probably 
both  come  out  ahead. 

"We  want  your  headaches. 


Toll-free  number 
800-327-6201. 


CALL  OR  WRITE  BRAD  BR  \DBURY.  VICE  PRESIDENT.  SALES,  RYDER  TRUCK  RENTAL.  2701  SOUTH  BAYSHORE  DRIVE.  MIAMI,  FLORIDA  33133. 


Indiana... 
a  long  skinny  state 
south  of  Nebraska 

famous  for  its 
Magnolia  trees. 


There  are  some 
pretty  funny  notions  go- 
ing around  about  Indiana 
these  days.  Largely  stem- 
ming from  the  fact  that 
most  people  really  don't 
know  where  we  are  or 
what  we  do.  Perhaps 
we  haven't  given 
anyone  a  reason  to 
show  some  inter- 
est. But,  starting 
now,  we're  out  to 
put  Indiana  on  the 
map.  No  longer 
will  we  be  known  as  the 
long  skinny  state  south 
of  Nebraska  famous  for 
its  magnolia  trees. 

What  we  are. 
Almost  any- 
thing you  want  us  to 
be.  Fishing,  sailing,  camping, 
hiking,  swimming,  skiing,  or 
just  soaking  up  the  sun  at  a 
Big  Ten  football  game.  All 
that  and  more.  You  can  do 
your  own  thing.  At  the  sym- 
phony, the  theatre,  the  art 
museum,  whatever.  We  en- 
joy life  in  Indiana.  We  think 
that's  pretty  important. 

What  we  aren't. 

We  aren't  seven- 
teen people  fighting  for  the 


afraid  to  walk  the  streets 
alone  at  night.  What 
we  don't  have  is  every 
bit  as  important  as 
what  we  do  have. 
At  last.  The  best 
of  both  worlds. 
Industry  lives 
in  Indiana,  too. 
You  don't  have  to 
sacrifice  anything  to 
move  your  plant  to 
Indiana.  You'll  be 
closer  to  a  storehouse 
of  raw  materials. 
Yet,  you  can  still 
get  your  products  to 
market  quickly  and 
economically.  We  have 
miles  of  interstates  and 
two  deep  water  ocean  links 
just  waiting  to  prove  our 
point.  But  our  people  are  the 
real  reason  for  the  bright 
profit  potential  here.  They're 
happy  where  they  work,  be- 
cause they're  happy  where 
they  live.  Which  all  means 
a  lot  more  finished  products 
in  a  lot  less  time. 

So,  what  are 
you  waiting  for? 

We  don't  believe 
this  ad  alone  will  make  you 
move  to  Indiana,  but  we 


same  seat  on  a  slow  moving     hope  it  has  stirred  up  your 
commuter.  We  aren't  gouged     interest.  We've  got  growing 


every  time  we  get  the  tab  at 
a  restaurant.  We  aren't 
smothered  by  layers  of  smog 
and  pollution.  And  we  aren't 


EB 


room  all  over  Indiana.  Write 
today. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3352,  State  House 
Indianapolis,  Indiana  46204 

Indiana 

...a  lot  more  than  you  expected 
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means  high  start-up  costs,  for  Stelco's 
expansion  involves  installing  its  first 
basic  oxygen  furnaces. 

Then  there  are  the  export-import 
challenges  arising  from  President  Nix- 
on's recent  moves  to  curb  U.S.  im- 
ports and  encourage  expansion  of 
U.S.  industry.  Stelco  exports  only  5% 
of  its  steel  to  the  U.S.,  but  it  ships 
much  more  to  Canadian  exporters 
like  automobile  manufacturers  who 
rely  on  exports  to  the  U.S.  The  de- 
valuation of  the  U.S.  dollar  and  the 
10%  import  surcharge  could  seriously 
affect  Canadian  exports,  while  revival 
of  the  investment  tax  credit  could  in- 
fluence the  plans  of  American  com- 
panies that  might  have  built  or  ex- 
panded their  Canadian  plants. 

Japanese  imports  could  also  be- 
come a  greater  threat.  As  Gordon 
himself  puts  it,  "If  the  Japanese  are 
shut  out  of  the  U.S.,  their  next  best 
market  is  right  here  in  Canada.  We've 
already  seen  some  of  it." 

None  of  these  possibilities  is  cer- 
tain, of  course,  but  if  they  serve  to  slow 
Stelco's  growth,  the  company  could  be 
left  with  large,  expensive  spare  capac- 
ity, a  fact  of  American  steel  life  for  lo 
these  many  years. 

Another  problem:  The  current  ex- 
pansion is  the  end  of  the  line  for  the 
Hamilton  plant;  the  next  one  will 
have  to  be  from  the  ground  up.  Add- 
ing from  1  million  to  2  million  tons 
of  brand-new  capacity  could  destroy 
the  profitability  of  a  company  Stelco's 
size,  because  of  its  cost  and  because 
it  would  have  to  endure  spare  ca- 
pacity before  demand  caught  up. 

Playing  It  Smart 

However,  Stelco  believes  it  has  a 
way  out.  The  new  plant  Stelco  plans 
on  the  6,600  acres  it  owns  on  Lake 
Erie  will  be  anything  but  conven- 
tional. Its  steel  will  be  made  by  con- 
tinuous electric  melting,  a  process 
Stelco  alone  has  developed,  coupled 
with  direct  oxidation  of  iron  ore,  the 
SLRN  process  (so  called  because  it 
was  jointly  developed  by  Stelco,  Lur- 
gi,  Republic  Steel  and  National  Lead). 
The  plant  will  convert  iron  ore  in  a 
kiln  to  pellets  of  nearly  pure  iron, 
then  feed  the  pellets  directly  to  its 
electric  furnace.  That  combination  re- 
places the  conventional  blast  furnace, 
coke  ovens  and  basic  oxygen  furnace 
and  saves  probably  two-thirds  of  their 
capital  cost.  Another  plus:  The  kilns, 
unlike  a  blast  furnace,  can  be  econom- 
ically sized  for  lower  capacities  and 
then  expanded  as  demand  rises. 

So  Stelco  may  not  lose  too  main'  of 
the  advantages  it  now  enjoys  over 
its  U.S.  counterparts.  Does  Stelco 
have  problems?  Of  course.  Do  its  U.S. 
cousins  wish  they  had  these  problems? 
You're  darned  right  they  do.   ■ 
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Think  of  paper  as  a  fluid. 


It  pours  into  your  office  every  day.  Letters.  Memos. 
Forms.  And  all  has  to  be  processed. 

When  the  volume  reaches  a  certain  level,  it  becomes 
impractical  and  inefficient  to  handle  piece  by  piece.  To 
open.  Fold.  Insert.  Collate.  Copy.  Address.  Date.  Seal. 
Stamp.  Count.  Imprint. 

By  hand. 

So  that  you  don't  have  to  handle  paper  piece  by 
piece,  Pitney-Bowes  makes  machines.  They  move 
paper  in  a  continuous  flow.  By  the  thousands.  Using 


several  machines  together,  they  move  paper  by  the  tens 
of  the  thousands.  Neatly.  Accurately.  Efficiently. 

In  any  organization,  bottlenecks  often  exist  without 
anyone  being  aware  of  them.  Pitney-Bowes  has  a  team 
of  paper-system  specialists  who  are  trained  to  discover 
where  they  are.  And  know  what  to  do  about  them. 

Without  obligation,  we'll  send  you  one  of  our  men. 
He'll  know  how  to  look  at  your  office.  And  where  to 
look.  And  expertly  recommend  how  to  convert  stagnant 
solids  into  moving  fluids. 


CPBl 


P  it  ney  -  B  owe  s 

PAPER-HANDLING  SYSTEMS 


For  information  write  Pitney-Bowes,  Inc  ,  1768  Crosby  Street.  Stamford.  Conn.  06904  or  call  one  of  our  190  offices  throughout  the  U  S   and  Canada    Postage  Meters, 
Folders.  Inserters.  Addresser-Printers,  Counters  &  Imprinters,  MailOpeners,  Collators,  Copiers,  Scales,  Fluidic  Controls,  Labeling,  Marking  and  Plastic  Card  Systems. 


Living  Dangerously 

The  men  who  run  Williams  Companies  have  thrown 
the  dice  and  come  up  with  sevens  every  time. 
But  can  they  afford  the  inevitable  snake  eyes? 


John  H.  Williams  likes  to  live  dan- 
gerously. Which  is  understandable. 
He  comes  from  Tulsa,  Okla.,  an  oil 
town,  where  that's  considered  the  on- 
ly way  to  live.  Tulsa's  history  is  a  his- 
tory of  men  who  were  millionaires  one 
day  and  paupers  the  next.  It  all  de- 
pended on  whether  they  had  struck 
oil— or  sand. 

Although  he's  not  in  the  oil  busi- 
ness himself,  figuratively  speaking, 
Williams  has  been  striking  nothing 
but  oil  since  1966.  It's  just  as  well, 
because  if  Lady  Luck  ever  turns 
against  him,  Williams  could  find  him- 
self in  serious  trouble.  He's  sure  that 
can't  happen,  but  Tulsans  are  bom 
optimists. 

In  1966  Williams  was  chairman  of 
Williams  Brothers,  a  small  company 
that  made  a  modest  profit  stringing 
oil  and  gas  pipelines  across  remote 
areas  of  the  world.  One  day  he  picked 
up  a  New  York  newspaper  and  spot- 
ted an  advertisement.  Bids  wanted,  it 
said,  for  the  Great  Lakes  Pipe  Line 
Co.,  a  6,228-mile  liquid  fuel  transport 
system,  with  a  book  value  of  $85  mil- 
lion. Williams  Brothers'  net  worth  was 


then  a  meager  $27  million.  By  raising 
$227.6  million  in  cash  through  loans 
and  debentures,  Williams  nevertheless 
was  able  to  outbid  19  other  con- 
tenders. This  left  him  neck-deep  in 
debt,  but  it  also  whetted  his  appetite 
for  more  acquisitions. 

Williams  quickly  bought  his  way 
into  the  local  bank  (the  National 
Bank  of  Tulsa),  a  Pennsylvania  steel 
distributor  (Edgcomb  Steel),  several 
engineering  outfits,  Willchemco,  a 
fertilizer  business  and  the  Suburban 
Companies,  an  LPG  (liquefied  petro- 
leum gas)  distributor  that  had  di- 
versified into  merchandising.  This 
summer  Williams  added  Colonial  In- 
surance Co.  to  his  mixed  bag.  All  this 
he  did  on  borrowed  money. 

What  have  these  random  pur- 
chases done  for  his  shareholders?  So 
far,  plenty.  Assets  have  soared  823% 
to  $485.7  million,  and  revenues  574% 
to  $235.2  million.  Earnings  are  up 
125%  to  $3.26  per  share  undiluted, 
$2.95  diluted.  To  be  sure,  return  on 
equity  declined  last  year,  but  it  still 
was  a  respectable  18.4%,  far  better 
than  the  average  U.S.  business. 


Pipeline     trenches    in    the    Andes    often    must    be    blasted    rather    than    dug. 
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Nevertheless,  the  Williams  Com- 
panies, as  Williams  Brothers  is  now 
called,  last  year  sold  at  a  price/earn- 
ings ratio  as  low  as  5;  it  never  got 
above  11.  Why  not?  Because  not 
everyone  likes  to  live  as  dangerously 
as  John  H.  Williams.  At  the  moment, 
Williams  Companies'  debts  are  about 
three-fourths  of  its  $485.7-million  as- 
sets. They  amount  to  a  heady  $311 
million  (as  compared  with  $2.3  mil- 
lion in  1965). 

Suppose  the  Williams  Companies 
drill  a  few  dry  holes?  Suppose  some 
major  pipeline  project  proved  not  just 
difficult  but  dangerous? 

So  Who's  Scared? 

John  H.  Williams  laughs  away  such 
fears.  The  debt,  he  says,  doesn't  worry 
him  at  all.  "Our  debt  maturities  will 
average  $21  million,"  he  says.  "Our 
cash  flow  will  be  at  least  $55  million 
a  year  over  each  of  the  next  five  years, 
leaving  us  an  excess  of  $34  million 
for  expansion." 

If  all  goes  well. 

The  key  to  Williams'  optimism  is 
the  first  of  his  acquisitions,  the  one 
that  launched  him  on  his  buying 
spree,  Great  Lakes  Pipe  Line.  Last 
year,  it  contributed  only  24.5%  of 
gross  revenues  but  51%  of  pretax  prof- 
its before  debt  and  head  office  ex- 
penses. Debt  would  reduce  that  con- 
tribution to  31%.  Even  so,  it  amply 
offset  a  54%  slump  in  the  gross  prof- 
its of  the  pipe-laying  division. 

"We  bought  Great  Lakes  for  just 
that  reason,"  says  Williams.  "It  was 
steady,  predictable.  It  had  a  conti- 
nuity. Laying  pipelines  hasn't." 

Williams  believes  the  pipe-laying 
division  will  revive.  It  has  a  backlog 
in  orders  of  more  than  $100  million. 
And  it  has  expertise  in  rough  terrain. 
One  of  its  lines,  Williams  points  out, 
crosses  the  Andes  at  13,000  feet.  Wil- 
liams believes  that  expertise  should 
count  when  bids  are  entered  for  lay- 
ing pipelines  in  the  Alaskan  North 
Slope  and  the  Canadian  Arctic. 

Maybe  so,  but—. 

The  engineering  problems  in  the 
North  Slope  and  the  Arctic  are  quite 
different  from  those  in  the  Andes.  Un- 
expected problems  could  arise.  And 
if  they  did,  they  could  spell  real  trou- 
ble for  the  pipe-laying  division. 

The  possibility  does  not  daunt  Wil- 
liams. This  summer  he  raised  $60  mil- 
lion in  debentures.  The  move  boosted 
his  bank  line  of  credit  by  $45  million. 
"We'll  be  expanding.  In  any  number 
of  directions,"  says  Williams.  Except 
toward  financial  conservatism.  Live 
dangerously  is  Williams'  motto.  So  far, 
at  least,  it  has  paid  off.  But  then, 
you  could  have  said  the  same  thing  a 
few  years  back  about  most  of  the 
leverage-lovers.   ■ 
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Engineer  in  the  Fashion  Trade 

A  Howard  Hughes  laser  will  cut  Genesco  cloth, 
but  will  the  founder's  son  also  cut  the  mustard? 


"What  I  really  wanted  to  be  was  an 
astronaut,"  says  Franklin  Maxey  Jar- 
man  with  deadly  seriousness.  "But  the 
Navy  wouldn't  send  me  back  to  school 
for  an  advanced  engineering  degree." 
So  in  1957  Jarman  took  the  next  best 
job  offer,  which  wasn't  so  bad.  It  was 
from  his  father,  Maxey  Jarman,  who 
had  merged  and  expanded  the  fam- 
ily's General  Shoe  Corp.  into  a  $1.2- 
billion  apparel  conglomerate,  Genes- 
co. This  year,  now  39,  Frank  Jarman 
became  chairman  of  the  world's  larg- 
est apparel  company. 

How  does  a  frustrated  astronaut 
feel  about  running  a  fashion-oriented 
company?  He  feels  perplexed  some- 
times, because  fashion  business  is,  at 
bottom,  a  people  business.  "I'm  an  en- 
gineer, not  a  psychiatrist,"  says  Jar- 
man. "So  it's  kind  of  hard  for  me  to 
decide  what  motivates  people." 

Jarman,  however,  has  put  his  love 
of  technology  to  work  for  the  com- 
pany. "We  went  to  Hughes  Aircraft," 
explains  Jarman,  "and  told  them  that 


we  wanted  to  apply  Apollo  15  tech- 
nology to  one  of  the  oldest  businesses 
in  the  world,  garment-cutting,  and 
we've  done  it." 

Space  Age  Cutler 

Genesco's  new  laser  cutting  ma- 
chine cuts  25  men's  suits  an  hour 
(there  are  40  pieces  in  a  suit),  one 
suit  at  a  time,  each  one  having  been 
custom  ordered  by  computer.  The 
custom  ordering  should  eliminate  an 
average  $9  in  alteration  costs  for  the 
retailer  as  well  as  saving  him  shelf 
time  and  markdowns;  he  will  be  able 
to  order  garments  as  he  needs  them 
rather  than  have  to  risk  stocking  large 
inventories. 

The  real  problem,  of  course,  is  that 
Genesco  is  much  bigger  and  more 
complex  than  its  fashion  rivals.  It  is 
big  in  shoes,  in  men's  apparel,  women's 
wear  and  in  fashion  retailing;  its  ri- 
vals are  chiefly  garment  companies, 
period.  Genesco,  moreover,  is  an  amal- 
gam of  100  different  companies,  many 


of  them  still  run  by  very  rugged  in- 
dividualists, which  adds  another  lev- 
el of  complexity  to  the  business: 
"When  we  buy  a  company,"  explains 
Jarman,  "and  make  some  of  these  peo- 
ple richer  than  they  ever  thought 
they'd  be,  then  money  is  no  longer  a 
motivator  at  all.  The  carrots  and  the 
sticks  don't  work  any  more." 

The  truth  of  the  matter  is  that  the 
Jarmans  have  not  yet  succeeded  in 
molding  Genesco  into  an  effective 
whole.  Frank  Jarman's  interest  in  la- 
sers arises  out  of  his  fascination  with  a 
systems  approach  to  his  business— he 
is  looking  for  ways  to  reduce  the  63% 
of  the  retail  price  that  goes  for  ware- 
housing and  distribution.  But  he  con- 
cedes that  he  will  in  the  end  succeed 
or  fail  on  his  record  for  motivating 
people,  and  this  is  an  art  that  no  one 
has  yet  even  approached  reducing  to  a 
science.  "I  know,"  he  says  resigned- 
ly, "what  a  plane  or  a  motorcycle  is 
going  to  do,  but  I  don't  have  any 
idea  what  a  person  is  going  to  do."  ■ 
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We  build  axles 

Our  products  are  buil 

to  drive  yours,  and  we'n 

very  exacting  about  it 

We  excel  in  designing,  engi 

neering,  and  building  special 

performance  units 

Case  in  point 

Eimco's  911LHD   self-propelled 

underground  vehicle.   Preliminary 

design  requirements  indicated 

planetary  axles  of  an  unusual  configu 

ration.  Size  and  power  were  important 

Napco  engineers  worked  from  concep 

to  completion.  The  result  was  a  load-haul 

dump  unit  that  pecked  its  punch  into  a  6x( 

tunnel  with  9,600  lbs.  of  powe^r.  Thesi 

uniquely  designed  axles  have  been  in  pro 

duction  for  over  two  years.  Produced  in  volume 

delivered  on  time.  We're  not  the  biggest  axl< 

manufacturer  in  the  business.  We  are -the  mos 

responsive.  We  can  deliver  engineered-to-ordei 

axles  faster  than  anyone  in  the  industry.  That's  no 

just  promise  .  .  .  it's  fact  .  .  .  and  it's       ^0^2^ 

why    we're    growing.   To  find    out    more      .^^41^ 

about  us,  write  for  a  copy  of  our  Annual 

Report.  Napco  Industries,  Inc.,  1600  Second    L. 

Street  South,   Hopkins,   Minnesota  55343.     |\!ArL 

Or  call  (612)  935-8211. 
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MANY  HUB  OPTIONS 


CONSTANT  VELOCITY  JOINTS 


-OVERALL  WIDTH  TO  CUSTOMER  SPECIFICATION     '-*■ 


Katzenbach  and  Warren  wall  coverings  include  every- 
thing from  roller-printed  wallpaper  to  exquisite  woven 
textures  from  the  Orient.  It  is  the  only  authorized 
maker  of  Williamsburg®  Wallpaper  Reproductions- 
each  representing  in  color  and  design  a  faithful 
reproduction  of  original  antique  documents  in 
the  Williamsburg  Collection.  Contact  Bernard 
Salembier,  New  York  (212)  759-5410 


Moreddi  offers  imported  and  domestic 
avant-garde  furniture.  Particularly  note- 
worthy is  the  exciting  Artemide  collec- 
tion of  Italian  fiberglass  chairs,  tables 
and  lamps— a  line  that  can  add  distinc- 
tive contemporary   elegance  wherever 
it's  used.  Contact  Ed  Frank,  Ridgefield, 
N.J.  (201)  941-0220 

Bloomcraft  markets  an  extensive  line  of 
beautifully  styled  fabrics,  bedspreads, 
decorative  pillows,  draperies,  case 
ments  and   imported 
sheers  of  fine  quality  at 
surprisingly  modest 
prices.  An  excellent 
source  for  those  special 
touches  that  can  set  your 
overall  scheme  apart.  Con- 
tact Lewis  Bloom,  New 
York  (212)  683-8900 

Selig  is  a  major  manu- 
facturer of  classic  con- 
temporary upholstered 
furniture  and  a  leading 
importer  of  contempo- 
rary  metal   and   glass 
furniture.  Newly  added 
are  important  lines 
of  chrome  and  glass 
Italian  imports,  including 
chairs,  tables,  etageres 
and  SleepAway  conver- 
tible sofas.  Contact 
Bob  Wexler, 
Leominster,  Mass. 
(617)537-9111 


Raymor/Richards,  Morgenthau  brings togetherforyourse 
lection  the  largest  collection  of  decorative  accessorie! 
available  anywhere:  specialty  furniture,  all  types  of  con 
temporary  accessories,  lamps,  wall  decoration,  sculpture 
clocks,  art;  and  craft-related  products  of  wood,  metal,  ce 

ramies    and    crystal.    Contac 

Everett  Winters,  Ridgefield 

N.  J.(201)941-022( 


Living  Room  Division  features  sofas  and  chairs 
which  emphasize  simplicity  of  design  and  excellence 
of  workmanship,  in  the  highest  standards  of  tradi- 
tional and  transitional  styling.  Many  with  exclusive 
Beautyrest  Comfortorc  construction.  Contact  Todd 
Colvin,  LaGrange,  Illinois  (312)  352-9110 
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Here'sone  source  for  everything 
you  need  to  fu  .;ish  with  extraor- 
dinary flair  and  authority.  An  enor- 
mous range  of  products  and  stylings. 


All  within  easy  reach. 

Financing  may  be  arranged 
through  American  Acceptance  Cor- 
poration, a  Simmons  partner  com- 


pany. Our  International  Divis  ► 
can  help  coordinate  selection  < 
delivery  for  installation  anywh( 
Go  Simmons  all  the  way. 


Simmons  Contract  is  a  world  leader  in  furnishings  for  the  health  care,  innkeeping 
and  educational  fields.  In  addition  to  its  own  lines  of  institutional  furnishings- 
beds,  bedding,  chairs,  Hide-A-Bed  sofas,  office  furniture,  case  goods  and  carpeting 
—Simmons  Contract  offers  the  products  of  all  other  Simmons  partner  companies 
for  a  fully  coordinated  design  and  furnishings  capability.  Contact  Bob  Costello, 
Chicago  (312)  644-4060 


Hausted  offers  the  health  care  field  a  full  line  of  specialized  patient 

handling  and  transporting  equipment,  including  the  Tractionaid 

unit  and  Inval-Aid  chair,  and  continues  to  lead  the  world 

in  the  development  of  coronary  and  intensive  care 

units.  Contact  Art  Murphey,  Medina,  Ohio  (216) 

722-1515 


Thonet  occupies  a  unique  position  in  wood 

and   metal  furniture  for   public   use.    Its 

chairs,  tables  and  sofas  are  featured   in 

schools,   colleges,    health   care   institutions, 

offices  and  restaurants.  From  its  traditional 

bentwood    to    classic    and    contemporary 

metal,  wood  and  upholstered  seating,  to 

case  goods,  to  the  custom  designing  of 

built-ins,  Thonet  offers  a  superb  balance 

of  beautiful  styling  and  durable  design. 

Contact  Joe  Quarles,  New  York  (212) 

725-1100 

Greeff    offers    prestige    lines    with 
fashion  authority.  A  leading  sup- 
plier of  imported  and  domestic 
fabrics— in  both  traditional  and 
contemporary  designs— for  draperies  and  upholstery. 
Other  important  lines  include  coordinated  wall  coverings, 
carpeting,  area  rugs  and  exclusive  Beautyrest  Master- 
piece bedding.  The  E.C.  Carter  Division  distributes  an 
exquisite  collection  of  curtains,  sheers  and  casements. 
Contact  Ted  Greeff,  Port  Chester,  N.Y.  (914)  939-6200. 


SIMMONS. 


*MONS  COMPANY  Domestic  Divisions  and  Affiliates;  Living  Room  •  Contract  •  Juvenile  Products*  Hausted  •  Thonet  •  Greeff  •  Bloomcraft  •  Katzenbach  &  Warren  •  Raymor/Richards,  Morgenthau  •  Moreddi  •  Selig 
Imencan  Acceptance  •  York-Hoover  •  Elgin  Metal  Casket  D  International  Operations:  Simmons  Limited,  Canada  •  Simmons  de  Argentina,  S.A.I.C.  •  Simmons  Bedding  Co.,  Pty.  Ltd.  and  V.  S.  Wright  &  Sons,  Pty.  Ltd., 
Ktralia  •  Sleepeezee  Limited  and  Warner  &  Sons  Limited,  England  •  Cie.  Continentale  Simmons,  S.A.,  France  •  Cia.  Italiana  Simmons  •  Simmons  Japan  Limited  •  Compania  Simmons,  S.A.  de  C.V.,  Mexico  •  Simmons, 
|  .  Puerto  Rico*  Simmons  de  Venezuela  C.A.,  Venezuela. 
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You'd  be  proud  to  drive  one 
of  these,  even  though  it  might  take 
a  bit  of  training  for  the  big  one. 
The  fiberglass-reinforced  bodies 
come  horn  our  Automotive  Products 
Division,  enhancing  the  lines  and  the 
looks  of  the  vehicle  they  enclose. 

We  supply  bodies  or  other 
fiberglass  components  to  19  different 


car  and  truck  makers.  This  market  is 
expected  to  show  tremendous  growth 
in  the  next  few  years,  so  that's  why 
we're  there.  Of  course,  we're  hardly 
strangers  to  the  automotive  industry. 
Our  axles,  brakes,  bumpers  and 
springs  have  made  us  a  leading 
supplier  for  years. 

Perhaps  the  best  way  to  think 


€* 


about  us  is  a  blend  of  technologies 
contributing  to  one  another. 
For  instance,  fiberglass  boats. 
We  build  America's  widest  range. 
Want  to  know  more  about 
North  American  Rockwell  and  our 
automotive  products?  Write  Box  707, 
El  Segundo,  Calif.  90245.  Ask  for 
"Automotive'.' 

North  American  Rockwell 


When  North  American  Rockwell 
molds  fiberglass, 

North  American  Rockwell 
jids  fiberglass. 


Progress  Report 

With  RCA  out  and  IBM  still  firmly  in  the  sad- 
dle, how  goes  Honeywell's  computer  operation? 


Honeywell 


The  date:  May  20.  1970.  Honeywell 
announces  that  it  is  going  to  buy  Gen- 
eral Electric's  computer  business. 
Honeywell  stock  falls  17  points, 
knocking  16?  off  Honeywell's  $1.8- 
billion  market  value. 

Last  year  nobody  seemed  to  like 
the  GE-Honeywell  computer  merger. 
GE  customers  fretted  that  Honeywell 
wouldn't  know  how  to  take  care  of 
their  GE  computers.  GE  employees 
feared  that  they  might  be  shoved  out 
of  high-paying  jobs  by  ambitious 
Honeywell  executives.  The  stock  mar- 
ket seemed  to  worry  most  of  all: 
Merging  a  moneyloser  (GE)  with  a 
moneymaker  (Honeywell)  might  dras- 
tically cut  Honeywell's  earnings.  Graft 
a  peach  with  a  lemon  and  the  result, 
(eared  Wall  Street,  might  well  be  a 
rotten  tomato. 

First  Anniversary 

A  year  has  gone  by  now  since  the 
merger  was  formally  cemented  last 
October.  The  sign  on  GE's  Phoenix 
plant  |  tight )  has  been  replaced  by  a 
Honeywell  sign.  More  important,  the 
doubters  have  largely  been  replaced 
by  believers.  There  have  been  no 
mass  layoffs  of  GE  personnel  (about 
if  Honeywell's  computer  man- 
agement now  come  from  there).  There 
have  been  no  loud  screams  of  angei 
from  former  GE  customers.  And  Hon- 
eywell stock  has  since  recovered  to  its 
price  on  that  fateful  day  the  merger 
was  announced,  or  40  times  earnings 
of  the  latest  12  months.  Wall  S 
now  guesses  Honeywell  will  earn 
$4.50  a  share  in  1972,  up  from  $3.58 
last  year  and  perhaps  S3. 50  this  year. 
No  l'enn  Central  here. 

This  is  the  surface.  Underneath  the 
surface,  things  aren't  all  that  neat. 
Honeywell  has  a  long  way  to  go  in 
making  the  merger  work.  The  merger 
was  mi  a  \ast  si  ale;  27,000  employees 
went  to  work  for  Honeywell.  GE's 
record  was  hardly  brilliant.  There  was 
incompatibility  between  GE  and  Hon- 
eywell computers.  For  this  was  a  real 
merger,  involving  melding  the  two  or- 
ganizations into  one  rather  than  mere- 
ly operating  them  as  independent 
profit  centers.  All  these  were  poten- 
tial stumbling  blocks  to  success. 

Since  the  merger,  Honeywell 
Chairman  and  Chief  Executive  James 
H.  Binger  and  President  Stephen  F. 
Keating  have  gone  out  of  their  way 
to  emphasize  that  GE  "fitted"  much 
more  neatly  into  Honeywell's  opera- 
tions than  outsiders  generally  recog- 
nized. They  stressed  these  points:   1) 
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Honeywell  was  strong  in  medium- 
sized  computers,  GE  in  large  and 
small;  2)  Honeywell's  main  success 
was  in  the  domestic  markets,  GE  had 
two-thirds  of  its  computer  volume 
overseas;  3)  Honeywell  was  strong  in 
the  marketing  area,  whereas  GE  was 
probably  superior  in  technology. 

This  may  be  true,  but  the  fact  re- 
mains that  it  was  an  extremely  diffi- 
cult and  risky  merger.  In  the  end  it 
wasn't  "fit"  that  dictated  it,  but  sheer 
necessity.  Probably  the  most  important 
reason  for  the  GE-Honeywell  combi- 
nation was  a  simple  one:  to  build 
Honeywell's  revenue  base.  Before  the 
merger,  GE's  computer  revenues  were 
$412  million,  and  Honeywell's  were 
$351  million.  Each  had  about  5?  of 
the  market.  Both  were  fighting  the 
bruising  game  of  trying  to  compete 
with  industry  leader  IBM's  estimated 
70?  market  share. 

Sensing  the  possible  futility  of  the 
battle,  GE  made  an  internal  study  of 
anputer  industry  which  conclud- 
ed that  a  company  had  to  have  at 
least  10?  of  the  computer  market  in 
order  to  compete  effectively  with  IBM. 

About  the  same  time  Honeywell 
concluded  that  80?  of  its  future  reve- 
nue growth  in  the  computer  industry 
would  come  from  trading  up  existing 
customers  to  increasingly  powerful, 
versatile  and  expensive  machines. 
Only  20?  would  come  from  selling 
new  customers  or  convincing  them  to 
switch  away  from  a  competitor.  Thus 
the  bigger  the  customer  base,  the 
more  potential  trade-ups.  That  was 
reason  enough  for  a  merger.  "We  ac- 
celerated five  years  [revenues]  growth 
into  one,"  says  Binger. 

The  acquisition  came  at  a  difficult 
time  for  Honeywell.  The  first  half  of 
1971  it  managed  to  earn  only  about 
half  of  1970's  first-half  profits.  There 
were  "pings  in  every  cylinder,"  as 
Keating  puts  it.  Its  aerospace  defense 
business  had  fallen  off  sharply.  Its  in- 
dustrial products  ( mainly  factory  auto- 
mation controls)  were  hit  by  sluggish 
capital  expenditures.  And  though 
housing  starts  were  up  sharply  in  the 
first  half,  Honeywell's  residential  busi- 
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ness  (mainly  controls  for  heating  and 
air  conditioning)  won't  pick  up  until 
later  this  year  as  the  final  touches  are 
put  on  many  of  the  new  dwellings. 

By  late  this  year  Binger  guesses  that 
many  of  these  problems  will  be 
straightened  out.  They  were,  he  says, 
"all  traceable  to  things  we  could  put 
our  fingers  on."  But  the  key  to  the 
big  earnings  jump  Wall  Street  ex- 
pects—next year— is  the  computer  op- 
eration. Much  of  the  gain,  however, 
will  come  from  accounting  changes. 
GE  expensed  all  its  research  and  de- 
velopment costs.  Honeywell  capital- 
izes R&D  costs  associated  with  com- 
puters that  it  leases  (roughly  70?  of 
those  manufactured).  Changing  the 
GE  business  to  Honeywell's  less  con- 
servative basis  could  add  as  much  as 
60  to  70  cents  to  this  year's  earnings. 

Problems  remain.  Honeywell  must 
go  to  work  improving  the  compatibili- 
ty between  its  computers  and  the  GE 
computers.  Will  Honeywell  develop  a 
completely  new,  compatible  line  to  be 
competitive  with  IBM's  new  370  com- 
puter series?  Both  Binger  and  Keat- 
ing are  vague  on  this  important  point. 
"Compatibility  is  a  pretty  badly  mis- 
used concept,"  says  Keating.  "We  will 
have  more  compatibility  features,  but 
the  idea  that  there  is  some  magic  in 
a  series  of  computers  with  the  same 
prefix  is  wrong." 

The  Bottom  Line 

Has  Honeywell  made  it  all  the  way 
in  computers?  Not  yet.  But  doubling 
the  size  of  its  computer  operation, 
through  a  courageous  but  difficult 
merger,  solved  in  one  stroke  what 
turned  out  to  be  RCA's  most  pressing 
problem:  lack  of  sufficient  volume. 

Honeywell  is  now  too  deeply  com- 
mitted to  computers  to  follow  RCA's 
example  and  get  out;  so  much  so  that 
the  company  was  recently  split  into 
two  separate  worldwide  operations, 
one  for  computers  and  the  other  for 
everything  else.  Fortunately,  Honey- 
well now  is  big  enough  to  play  in 
the  same  game  with  IBM.  Not  to  beat 
IBM  but  at  least  not  to  get  pushed 
out  of  the  game.   ■ 
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Our 

oversized 

beds 

in  Baltimore 

are  just  as  big 

as  in 

Boston 


Because  we  give  you  the  same 
kind  of  great  room  everywhere. 
A  quiet,  comfortable  room. 
With  double  drapes.  Sound- 
proof walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
Lodge  nearest  you  for  a 
confirmed  reservation  at  any 
of  our  435  locations. 
Howard  Johnson's:  0* 

We  always  treat  you  TJ* 

like  you're  on  vacation.  ^m 


ill 


HOWARD   fM 

JounsonS 


MOTOR  LODGES  (  RESTAURMTS 


JOHN  SEES 

with  his 

MINOX  C 


'Hearing  is  Believing"  is  a  marketing  philos- 
ophy of  John  C.  Koss,  president  of  Koss  Elec- 
tronics. But  seeing  is  worth  10,000  words 
when  it  comes  to  remembering  high  fidelity 
components, 3, 500  home  entertainment  retail 
outlets,  materials,  installations,  and  person- 
nel. So,  John  "sees"  with  his  Minox  every 
week,  recalling  buyers,  stores,  meetings,  con- 
ventions, audio  equipment  and  engineering 
details. 

For  travel,  for  business  and  for  pleasure,  John 
hasn't  missed  much  since  he  began  firing  his 
4  oz.  Minox  C.  Because  it's  computerized  and 
totally  automatic,  he  gets  perfect  B'W  and 
color  exposures  .  .  .  full-size  pictures  every 
time. 

This  year,  gitt  yourself,  clients  and  friends 
At  all  fine  camera  counters. 

MINOX  USA  . 

P.O.  Box  1060,  Woodside.N.Y.  11377  §f>M*cyQl 


Looks  Like  Up 

After  a  decade,  Schles- 
inger's  Allied  Stores  still 
waits  for  a  turnaround. 


For  months  now,  Theodore  G. 
Schlesinger,  chairman  and  chief  ex- 
ecutive of  New  York's  $921.5-million- 
assets  Allied  Stores  Corp.,  the  U.S.' 
second-largest  department  store 
group,  has  steadfastly  declined  to  dis- 
cuss the  company  or  its  prospects.  It's 
not  exactly  that  Schlesinger  refuses  to 
talk.  It's  simply  that  the  time  never 
seems  to  be  ripe.  In  three  months, 
he'll  say.  In  six.  In  a  year.  There  are 
things  in  the  works  that  have  not  yet 
come  to  fruition. 

Will  they  ever? 

For  a  decade  now,  Schlesinger  has 
ruled  Allied  with  pretty  much  of  an 
iron  hand.  When  he  took  over,  the 
company  was  a  mishmash  of  stores 
that  Allied's  principal  creator,  B.  Earl 
Puckett,  had  put  together  as  much 
because  they  offered  real  estate  po- 
tential as  because  they  had  much 
promise  for  retailing:  big  stores  and 
little  stores,  big-city  and  small-town 
stores,  most  of  them  downtown  rather 
than  suburban,  few  of  them  dominant 
in  their  retailing  markets,  few  of  them 
really  big  moneymakers. 

Schlesinger  faced  an  uphill  battle. 
Allied  was  top  dog  in  New  England 
(through  Jordan  Marsh),  in  much  of 
Florida  (through  Jordan  Marsh  and 
Maas  Bros.)  and  in  the  Pacific  North- 
west (through  Bon  Marche).  But  it 
was  a  clear  and  often  poor  second  in 
cities  like  Houston  and  Dallas  (Joske's 
and  Titche's),  Minneapolis-St.  Paul 
and  Indianapolis  (Donaldson's  and 
Block's ) ;  and  while  it  may  have  been 
No.  One  in  places  like  Missoula, 
Mont.,  how  many  dollars  did  that 
bring?  Allied  was  not  even  represent- 
ed in  such  booming  markets  as  Chi- 
cago, Washington,  Los  Angeles  and 
San  Francisco. 

In  seven  years  Schlesinger  made 
modest  progress.  He  added  upwards 
of  25  stores  to  Allied's  roster,  shifted 
his  suburban  commitment  from  20% 
to  over  50%  of  sales,  and  moved  to 
catch  the  trend  toward  discounting 
with  a  group  of  Almart-J.B.  Hunter 
discount  department  stores.  The  early 
results  were  promising.  Allied's  sales 
rose  52'.  to  $1.1  billion  and  its  return 
on  equity  broadened  from  a  dismal 
7  1',  to  just  under  10%. 

Lowered  Boom 

In   the   late   Sixties,   however,   the 

retailing  boom  began  to  slacken,  and 
main  of  Allied's  stoics  suffered  from 
their  lack  of  market  dominance.  In 
the    Pacific     Northwest,     where     Bon 


Schlesinger  of  Allied 

Marche  is  No.  One,  the  recession  in  the 
aerospace  and  forest  products  indus- 
tries took  its  toll. 

As  a  net  result,  Allied  lost  virtually 
all  of  Schlesinger's  earlier  gains  in 
earnings.  Thus,  on  a  $500-million  in- 
crease in  sales  (to  $1.2  billion),  the 
gain  in  earnings  for  the  decade  of 
the  Sixties  came  to  a  minuscule  $1.4 
million.  Earnings  per  share  actually 
declined.  In  the  last  few  years  Schles- 
inger has  been  closing  unprofitable 
stores  (including  Manhattan's  Stern's), 
so  even  the  sales  gains  slowed. 

Schlesinger  seems  to  believe  that 
his  basic  policy  is  correct,  but  that 
the  economy  has  refused  to  cooper- 
ate. So  he  continues  to  posture  the 
company  for  what  he  seems  to  regard 
as  an  ultimate  recovery.  He  has  add- 
ed 27  new  stores  since  1967,  is  add- 
ing 11  more  this  vear  and  plans  nine 
more  in  1972  and  1973.  When  will 
the  pickup  come?  When  will  Allied 
stockholders  have  something  more 
than  the  $2.20  or  so  a  share-a  6% 
return  on  stockholders'  equity— that  is 
probable  for  1971? 

"Give  me  a  call,"  Ted  Schlesinger 
says,  "maybe  three  months  from 
now."  But  he  said  that  sort  of  thing 
a  year  ago.  ■ 


54 


FORBES,  OCTOBER  15,  1971 


' 


Joy  Gibbons  can  still  buy 

a  29°  pad  for  29*  because 

a  railroad  man  knew  his  paper  mills. 


The  railroad  man  we're  referring  to 
does,  indeed,  know  his  paper  mills.  The 
paper  business  had  been  his  career 
until  Burlington  Northern  picked  him  to 
be  marketing  manager  for  the  pulp 
and  paper  industry  Now  he  shares 
his  knowledge  and  experience 
with  our  customers 

On  one  of  his  calls, 
waKhprg  the  conversion 
of  pTIfp  tcvpaper  in  a 
mill,  he^sjjggested  an 
alternajpole  for 
wood  fiber  waste. 


The  mill  liked  the  idea  and  installed 
a  system  which  captured  the  fiber,  a 
move  which  helped  increase  yield. 

Burlington  Northern  doesn't  earn  its 
profit  suggesting  production  ideas.  Our 
business  is  providing 
economical,  efficient 
transportation.  Like 
carrying  paper  pads 
across  the  country  for 
a  fraction  of  a  cent 
each  so  Joy  Gibbons 
can  still  buy  a  290 
pad  for  29C. 
Doesn't  it 
make  you  feel 
a  little  better 


/ 


> 


to  know  that  someone  is  really  helping 
hold  down  the  cost  of  things  you  buy? 

Burlington  Northern  is  helping.  We're 
staffed  with  people  who  have 
knowledge  and  experience  in 
marketing,  in  manufacturing,  in 
transportation.  They're  a  vital  part  of 
our  distribution  system  linking  the 
Great  Lakes  with  the  Pacific,  Canada 
and  the  Texas  Gulf. 

Call  your  Burlington  Northern  man. 
He's  part  of  the  team  making  things 
happen  in  the  American  West. 


BURLINGTON 
NORTHERN 


5**! 


Burlington  Northern.  Making  things  happen  in  the  American  West 


While  you're  sitting  there 

worrying  about  expenses,  your  Xerox 

can  be  costing  you  31%  more  to  run 

than  an  SCM  211. 

We  compared  the  operating  costs  of  our  new  211  copier  (on  a 
12  month  Copy  Service  Agreement)  to  costs  of  the  Xerox  2400. 

At  15,000  copies  a  month  and 
5  copies  or  less  from  each  original, 
SCM  costs  came  out  31%  less. 

And  if  that  doesn't  make  your 
expense-weary  mind  perk  up,  SCM 
guarantees  prices  against  an  in- 
crease for  12  months. Xerox  doesn't.1 


We'll  make  vou  feel  Ik-Hi 


But  maybe  you're  thinking  to  get  these  savings  you  have  to 
settle  for  a  nothing-special-kind-of  copier.  Well,  think  again. 

Our  new  211  gives  you  25  copies  a  minute  with  a  "first  copy" 
time  of  only  6  seconds.  The  Xerox  2400,  takes  9  seconds. 

We  take  up  half  the  floor  space.  You  can  plug  us  in  anywhere 
there's  a  socket— Xerox  requires  special  wiring.  And  we  give  you 
two  different  paper  sizes  in  the  same  machine— Xerox  gives 

you  one. 

By  now  you  ought  to  be  anxious 
to  talk  to  an  SCM  representative.  He'll 
tailor  a  Copy  Service  Agreement  to 
your  company  (one  single  machine, 
or  dozens  for  all  your  offices  all  over 
the  country). 

An  SCM  Copier  will  give  you 
relief  from  an  expensive  worry.  And 
that  relief  comes  fast,fast,fast.  SBB 


SCM  Copiers 

Made  to  be  better. 


The  Money  Men 


Pick  a  Spot 


Etiexne-Sadi  Kirschex,  58,  is  di- 
rector of  the  Department  of  Ap- 
plied Economies  at  Brussels  Uni- 
versity. With  another  Belgian  econ- 
omist, Mme  Colette  Duprez,  he 
has  spent  nine  years  editing  an  im- 
pressive book*  on  the  economic 
world  of  1975. 

Forbes  asked  the  Belgian  econo- 
mists to  come  down  for  a  moment 
from  their  ivory  tower  and  answer 
a  very  businesslike  question:  "Giv- 
en what  you  have  learned  in  your 
studies  and  assuming  you  had  a 
very  large  sum  of  money  to  invest 
profitably,  where  in  the  world 
would  you  invest  it?" 

Kirschen  didn't  have  to  ponder 
long.  "The  Mediterranean  region. 
From  the  investor's  point  of  view, 
the  Mediterranean  countries  are 
going  to  be  the  winners  in  the 
years  just  ahead." 

Kirschen  turned  to  his  col- 
league: "Colette,  the  Mediterra- 
nean is  your  area."  Mme  Duprez 
ticked  off  the  countries:  "Spain, 
Portugal,  Greece  and  Turkey  in 
the  northern  Mediterranean."  Kir- 
schen added  Malta,  Cyprus,  Alge- 
ria, Tunisia,  Morocco  and  Libya. 

Economists  Kirschen  and  Du- 
prez reason  as  follows:  The  growth 

'Magistos  (the  Greek  word  for  largest).  American 
Elsevier,    NY..    J35. 


of  underdeveloped  countries  is  di- 
rectly linked  to  the  growth  of  de- 
veloped countries,  so  invest  in  those 
developing  countries  that  benefit 
from  "our  prosperity  spilling  over." 
Kirschen  explained  how  that  over- 
spill occurred:  through  tourism 
and  through  labor  migrating  to 
labor-short  nothern  and  western 
European  countries,  learning  skills 
and  sending  money  home. 

The  next  turn  in  the  corkscrew, 
he  feels,  comes  as  investment  oc- 
curs in  the  Mediterranean  coun- 
tries which  can  then  draw  on  the 
migrant  labor  force  that  would  pre- 
fer to  work  at  home.  "These  are 
literate  people  in  terms  of  being 
able  to  take  orders  and  follow  in- 
structions," says  Kirschen. 

In  this  view,  the  Mediterranean 
is  to  Europe  what  Mexico  has  be- 
come to  the  U.S.  Like  Mexico, 
most  of  these  nations  have  political 
stability,  however  obtained  and 
maintained,  but  what  about  the 
rest  of  the  world?  Here  Kirschen 
takes  a  dour  view: 

"I  would  not  bet  on  stability — 
even  of  the  Brazilian  type— for  the 
average  Latin  American  country." 

"We  did  not  consider  Africa  a 
particularly  good  bet,  except  for 
three  or  four  lucky  countries,"  adds 
Mme  Duprez.  "The  level  of  devel- 
opment there  is  even  lower  than  in 
Latin  America."  Kirschen  favors 
Mauritania      (iron     ore),      Nigeria 


Mme  Duprez  and  Kirschen 


(oil)  and  the  Ivory  Coast  (cocoa). 
The  Congo?  "Too  big.  Languages 
there  alone  are  as  diverse  as  Chi- 
nese, English  and  Arabic." 

In  the  world  model  that  Kir- 
schen and  Mme  Duprez  have  built, 
aided  by  13  other  economists, 
there  are  "good  products"  and 
"bad  products."  Good  products  are 
the  ones  for  which  world  demand 
is  growing.  Oil  is  at  the  top  of  the 
list.  Coffee  has  been  second  for  20 
years.  Rubber  is  sliding  down  the 
charts  like  an  overplayed  pop  rec- 
ord on  the  best-selling  lists  and  has 
been  replaced  by  copper.  Cotton 
has  gone  from  fourth  place  to 
eighth  since  1953.  Fruits,  in  fourth 
place,  have  been  there  since  the 
mid-Sixties  and  will  hold.  In  a  two- 
decade  "Top  Ten,"  tea,  wool  and  oil 
seeds  have  slid  off  the  charts, 
sugar  is  just  about  holding  on.  Iron 
ore,  timber  and  aluminum  are  fair- 
ly recent  entrants. 

The  trends  are  bad  news  for  In- 
dia. "Tea  was  among  the  first  ten 
products  in  1953,  but  disappeared. 
The  British  and  Dutch  are  switch- 
ing to  coffee:  The  only  possibili- 
ty for  tea  is  that  the  Indians  them- 
selves should  drink  it,"  they  say. 

There  are  risky  products  for  in- 
dustrialized nations  as  well  as  for 
underdeveloped  nations;  there  are 
industries  that  already  developed 
nations  should  get  out  of.  "Textiles 
and  manufactured  wood  are  among 
them,"  says  Mme  Duprez.  "The 
need  for  wood  is  increasing,  but  it 
is  probably  a  mistake  if  developed 
countries  import  timber  rather  than 
the  finished  products,  from  For- 
mosa or  the  Philippines,  perhaps." 
Kirschen's  "get-out-of"  list  for  in- 
dustrialized countries  includes  ply- 
wood, toys,  electronic  components 
.iiicl  shoes. 

Which  product  should  develop- 
ing nations  and  the  nonindustrial 
nations  avoid  getting  into?  "Ma- 
chinery and  motor  cars,"  both 
agree.  Their  explanation:  Not  all 
nations  are  destined  for  industrial- 
ization. When  they  try  to  manu- 
facture steel  and  autos  or  run  air- 
lines, they  frequently  run  into  ex- 
pensive trouble.  "We  sometimes 
make  a  mistake,  you  know,"  says 
Mme  Duprez,  "lumping  together 
economic  development  with  indus- 
trialization." 

If  they  see  relatively  little  hope 
in  the  really  poor  countries,  both 
economists  see  considerable  pros- 
pects in  doing  business  with  Com- 
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Did  you  hear 

the  one  about 

the  farmer's 

daughter? 


*  i 


It's  no  joke.  Our  customers  come 
to  us  with  scripts  or  recordings  on 
a  wide  variety  of  saleable  subjects. 
Like  language  instruction.  Litera- 
ture. Dance  instruction.  Sightsee- 
ing. Education.  Music.  Auto  repair. 
How  to  do  just  about  anything. 
And,  of  course,  comedy. 

We  tape  these  scripts  or  record- 
ings onto  cassettes  or  8-track  car- 
tridges for  them.  And  we  can  do  it 
for  your  material.  In  quantities  of 
100  to  a  million. 

The  quality  of  our  reproduction 
is  excellent.  So  you'll  have  no  prob- 
lems or  returns.  The  cost  is  eco- 
nomical. Allowing  a  good  profit 
margin.  And  since  it  only  takes  a 
few  days  for  delivery  you  can  plan 
your  distribution  carefully. 

We're  a  division  of  North  Amer- 
ican Philips.  So  we've  got  the  best 
material  and  reproduction  equip- 
ment.-Plus  the  experience  to  satisfy 
the  most  demanding  requirement. 

For  complete  details,  write  or 
call:  Dubbings  Electronics,  1305 
S.  Strong  Ave.,  Copiague,  N.Y. 
11726,   (516)   226-6000. 


DUBBINGS 
ELECTRONICS 

A  DIVISION  OF 

NORTH  AMLRICAN  PHILIPS 

CORPORATION 


Two  18-holegolf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining 
and  dining.  Luxurious  guest  rooms.  Exec- 
utive Club  Apartments.  Meeting  facilities. 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial  express- 
ways Write  for  brochure  L.  Ralph  McEn- 
tyre,  General  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes, 
Florida  33014  or  call  Miami 
(305)8211150. 

Miami  Lahe§  Inn 

&  Country  Club 


The  Money  Men 


munist  countries.  "From  the  point 
of  view  of  the  U.S.  investor,  or  the 
central  bank  of  any  European  cap- 
italist country,"  says  Kirschen,  "it  is 
safer  to  invest  your  money  in  joint 
ventures  with  Russia  or  any  Bal- 
kan nation  than  it  is  to  invest  it  in 
most  underdeveloped  countries." 

China?  "Predicting  China,"  says 
Mme  Duprez,  "is  always  pure 
guesswork." 

The  two  economists  are  some- 
what pessimistic  about  the  U.S. 
Their  projections  show  growth  in 
the  U.S.'  gross  domestic  product 
from  1962-75  lagging  behind  that 
of— hold  your  breath— Britain,  a 
mild  3.2%  annually  compared  with 
Britain's  3.4%. 

They  are  critical  of  President 
Nixon's  foreign  economic  moves. 
From  a  U.S.  point  of  view,  what 
Nixon  did  was  very  logical,  the 
economists  believe.  "But  by  insist- 
ing everyone  adjust  their  rates 
when  the  U.S.  economy  is  sick, 
Nixon  abdicates  U.S.  leadership 
in  world  financial  affairs.  When 
he  does  not  do  anything  about  the 
dollar,  or  anything  about  gold,  then 
he  is  not  taking  into  account  the 
world  situation.  In  that  sense  he 
takes  too  simple  a  view." 

But,  we  asked,  after  25  years 
of  helping  everyone  else,  why 
shouldn't  the  U.S.  say  "America 
first"  for  a  while? 

World  Growth 


Forecasting  the  rate  of  growth  of 
gross  domestic  product  for  the  pe- 
riod 1962-75,  Megistos  finds  Israel 
out  front  at  6.4%  annual  growth; 
Japan  next  with  6.3%.  West  Ger- 
many and  Norway  tie  for  third 
place,  almost  two  points  behind  at 
4.7%.  Only  Ireland  and  Denmark 
(2.1%  and  3.1%,  respectively)  make 
a  poorer  showing  than  the  U.S. 
(3.2%)  and  the  U.K.  (3.4%). 

Getting  big-picturish  about  it, 
the  table  for  world  economic 
growth  1960-75  shows  the  Medi- 
terranean countries  growing  fastest 
at  6.4%  per  annum  (7.6%  northern 
Mediterranean  and  4.9%  for  the 
southern  Mediterranean),  followed 
by  the  developed  Communist  coun- 
tries (6.2%). 

There  is  a  surprise  in  the  figures: 
The  capitalist  countries  as  a  group 
lag  in  growth  at  4.2%  behind  Com- 
munist Asia  (5%),  and  non-Com- 
munist Asia  (4.7%)  and  Latin 
America  (4.7%).  Don't  be  fooled 
by  the  figures,  though.  As  Disraeli 


"Oh,  I'm  sure  the  Communists 
love  it,  and  of  course  the  Japanese 
are  much  more  affected  by  it  than 
Europe,"  said  Kirschen.  Then  he 
returned  to  the  question  of  the 
U.S. .  balance  of  payments,  with 
an  overview  dating  back  20  years 
to.  when  he  was  economics  director 
at  'the  Organization  for  European 
Economic  Cooperation.  "Over  the 
last  few  years,"  said  Kirschen,  "the 
U.S.  has  probably  done  less  in  aid 
programs  to  developing  countries 
—as  a  percentage  of  gross  national 
product— than  most  other  devel- 
oped nations." 

Kirschen  concedes  that  "in  terms 
of  defense,  Europe  has  been  get- 
ting a  free  ride,  and  we  probably 
have  a  bad  conscience  about  it. 
All  of  us  in  this  country— and  Eu- 
rope—have been  relying  on  Ameri- 
can defense  expenditure,  not  pay- 
ing our  fair  share.  I'll  say  this, 
though  I  may  be  shot,  that  we— 
for  the  sake  of  not  having  the  Rus- 
sians in  Brussels  as  they  are  in 
Prague— would,  I  think,  be  willing  to 
spend  more."  Did  he  feel  that  Sen- 
ator Mike  Mansfield  was  pursuing 
the  right  course  in  trying  to  cut 
back  U.S.  troops  in  Europe?  "The 
answer  to  Senator  Mansfield  is  to 
keep  the  troops  here,  but  to  have 
the  Europeans  pay  for  them." 

They  do  not,  however  critical 
they  may  be,  think  the  situation  in 


said,  "There  are  three  kinds  of  lies: 
lies,  damned  lies  and  statistics." 
When  you  get  to  the  fine  points 
of  per-capita  growth,  then  the  gap 
between  the  underdeveloped  na- 
tions and  developing  nations  is  be- 
coming ever  more  pronounced— and 
more  alarming. 

The  birthrate  for  the  Common 
Market  countries  1966-75  per  1,000 
of  population  is  a  modest  1.62;  for 
North  America  and  Oceania,  2.18. 
Compare  that  with  Africa's  4.55, 
non-Communist  Asia's  4.14  and 
Latin  America's  3.86,  and  the  prob- 
lem is  obvious:  The  population  ex- 
plosion in  Latin  America,  Southeast 
Asia  and  other  economically  back- 
ward areas  is  eating  up  all  of  the 
economic  gains,  so  that  the  per- 
capita  gain  is  nil.  "The  economic 
problem  of  developing  countries 
will  remain  population  for  the  fore- 
seeable future,  and  even  beyond 
that,"  says  Mme  Duprez.  In  the 
modern  world,  fecundity  and  pov- 
erty seem  ever  to  go  hand  in  hand. 
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A  junkie's  parents  shouldn't  be  the  last  to  know. 


More  and  more  kids  are  let- 
ting the  temptation  of  drugs  get 
to  them.  And  a  lot  of  them  are  the 
kind  of  kids  you'd  least  expect  to 
become  addicts. 

If  you're  a  parent  and  you're 
frightened,  you  should  be. 

Some  authorities  say  that  of 
all  the  many  young  people  who 
start  experimenting  with  drugs 
out  of  curiosity,  one  in  every  three 
will  become  a  regular  user. 

Totally  dependent  on  drugs 
to  get  through  life. 

You  could  talk  to  your  kids 
about  drugs,  but  your  kids  would 


know  more  than  you  do. 

Because  even  if  they're  not 
into  taking  drugs,  drugs  are  a  very 
real  part  of  young  people's  lives. 
And  all  you  know  are  a  parent's 
fears. 

Metropolitan  Life  would 
like  to  tell  you  the  facts  about 
drugs  you  don't  know,  but  defi- 
nitely should. 

WeVe  written  a  booklet.  A 
parent's  primer.  What  drugs  are. 
What  they  do.  How  drug  use 
starts.  What  to  do  when  you  see  it. 

It's  called'To  Parents/About 
Drugs'.'  If  you'd  like  a  copy  for 


yourself  or  copies  for  your  com- 
munity group,  write  "Drugs',' 
Metropolitan  Life,  1  Madison 
Avenue,  New  York,  N. Y.  10010. 

It's  only  a  booklet.  But  if  you 
learn  from  it,  it  might  be  a  help. 

You  can't  help  solve  a  prob- 
lem if  you  don't  know  what  the 
problem  is. 

Or  that  the  problem  is  there. 

Possibly  even  closer  than 
you  think. 

^^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


AT  THE  RATE 
OF  8.000  MILES  EVERY  DAY. 


If  this  is  welcome  news  to  you  in  the  data  field,  good. 
But  our  purpose  is  broader.  Our  purpose  is  better  service 
for  all  Bell  System  customers. 

You  see,  we  have  one  fully  integrated  network.  It  has 
both  "analog"  and  "digital"  channels... and  has  had  for  many 
years.  Signals  travel  as  waves  on  one  and  as  pulses  on  the 
other.  Regardless  of  the  original  source  or  form  of  the  signal, 
whether  human  voice  or  computer,  we  readily  transform  it  to 
travel  over  either  channel. 

This  flexibility  makes  virtually  all  of  our  network  available 
for  data  transmission.  It  keeps  charges  low.  And  it  gives  us 
alternate  routes  should  trouble  arise. 

Then  why  are  we  going  heavily  digital?  Because  with 
modern  electronics,  especially  solid-state  circuitry  pio- 


neered  at  Bell  Labs,  digital  transmission  is  better  not  only  for 
data  but  for  many  other  services  as  well. 

Digital  transmission  is  better  because  it  eliminates  many 
kinds  of  noise,  thereby  getting  more  information  over  the 
same  size  cable  with  greater  accuracy. 

Digital  is  clearly  technology's  best  answer  to  many  of 
America's  future  communications  needs.  It  will  benefit  every- 
body, not  just  our  data  customers. 

We  have  13  million  channel  miles  of  digital  now,  and  we 
have  definite  plans  for  the  near  future. 

•  For  1972,  a  new  digital  system  that  will  operate  at  6.3 
megabits  per  second,  four  times  the  speed  of  our  pres- 
ent all-digital  lines. 

•  By  the  mid-70's,  initiation  of  private  line  service  on  an 
end-to-end,  fully  digital  basis  which  will  ultimately  serve 
every  major  city  in  the  country. 

•  By  the  late  70's,  waveguide  systems  capable  of  thou- 
sands of  megabits  per  second. 

•  By  1980,  the  Bell  System's  network  will  be  four  times  its 
present  size.  A  large  proportion  of  it  will  be  digital — 
enough  to  provide  ample  capacity  to  meet  America's 
data-handling  needs. 

The  American  Telephone  and  Telegraph  Company  and 
your  local  Bell  Company  are  continually  working  to  improve 
service  to  business. 

This  time  by  increasing  digital  services  to  benefit  ail  our 
customers. 


We  Don't  Care 
Where  You  Stay... 

As  Long  As  Its  At  A 

RAMADAINN 

...Then  We  Care  A  Lot 

When  you  travel,  you  care  about  convenience,  service 
and  comfort.  So  do  we. 

Many  say  they  care.  Let  us  prove  it  on  your  next  busi- 
ness trip. 

Relax,  enjoy  personal  care  nation-wide  with  just  one  call: 

RAMADA  INN  STANT  onO-238-580(V 

TOLL  FREE  RESERVATIONS    WW    faWO    WWWV/ 

For  our  national  location  directory,  write: 
P.O.  Box  590  F  Phoenix,  Arizona  85001 


o      "<^u*toW'/&t/<S%*it 


Tennessee  only  (800)  542-5110 


The  Money  Men 


the  U.S.  is  desperate.  Kirschen 
says:  "It's  difficult  for  any  country 
to  always  be  the  front-runner.  You 
have  to  invent,  whereas  the  others 
can  just  copy.  How  does  the  U.S. 
look  from  our  side?  The  poverty 
problem  seems  to  be  of  manage- 
able proportions;  but  there's  been 
a  feeling  for  a  year  or  so  of  some 
return  to  isolationism,  plus  a  lack 
of  direction  or  sense  of  purpose. 
The  balance-of-payments  problem 
is  probably  due  much  more  to  ex- 
penditure abroad,  military  or  aid, 
than  to  inflation.  U.S.  domestic  in- 
flation is  overplayed,  and  its  over- 
all rate  is  no  more  inflationary  than 
that  of  most  European  countries. 

"The  American  businessman  is 
still  the  same  aggressive,  competing 
entrepreneur,  able  to  do  better  in 
Europe  in  equal  competition  than 
European  firms  can." 

Kirschen  even  sprang  to  the  de- 
fense of  the  U.S.  corporate  trea- 
surer in  Europe.  "Very  alert.  They 
do  their  job  so  well,  shifting  large 
funds  between  the  various  seats  of 
the  company,  taking  account  of  ex- 
change rates,  and  are  so  much 
more  able  than  a  European  trea- 
surer in  negotiating  with  banks.  It 
was  unfair  to  brand  them,  as  Nixon 
did,  as  speculators." 

On  balance,  the  two  economists 
think  the  U.S.  will  have  to  temper 
its  traditional  economic  individual- 
ism in  the  light  of  the  changed 
world  situation.  "American  com- 
panies and  the  American  Adminis- 
tration will  have  to  work  more 
closely  with  each  other  than  they 
ever  have  in  the  past,  to  solve  this 
balance-of-payments  crisis.  The 
European  view— particularly  the 
French— tends  to  identify  the  U.S. 
business  and  governmental  aims  as 
identical." 

Which  is  not  the  case?  we  asked. 

"Completely  untrue,"  said  Kir- 
schen. "In  the  past,  that  is.  In 
truth,  in  the  future,  it  may  tend 
to  be  true." 

And,  so,  that  is  how  the  U.S.  | 
economy  and  the  world  economy 
look  to  a  pair  of  highly  trained  and 
utterly  dispassionate  observers: 
great  growth  for  countries  now  on 
the  threshold  of  the  industrial  age; 
deepening  troubles  for  the  poorer 
nations;  difficult  but  surmountah! 
problems  for  the  U.S.  Not  an 
together  pretty  picture,  but  a  g< 
guide  to  businessmen  who  m 
base  their  investments  on  realiq 
not  on  wishes.  ■ 
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QANTAS 

SOUTH  PACIFIC  TOURS. 

AT  NEW  LOW  PRICES. 

Our  Down  Under  tour  prices  are  down.  Some  of  them  by  $100  or  more. 
a  good  deal  for  everyone  except  our  disgruntled  koala.  He  can't  stand  our  tours  at  any  price. 


N  Drive  Australia 
)ays  Down  Under  on  a  tour  that  in- 
es  your  jet  round-trip.  Plus  an  Avis 
n  with  automatic  transmission.  Plus 
free  miles.  Plus  accommodations  at 
:lass  motor  inns: 


$795 


Fly   N  Drive  tours  described  above 

below  may   be  extended   up  to  a 

imum  of  5  weeks  in  either  Australia 

ew  Zealand  for  only  $125  per  week. 


N  Drive  New  Zealand 

■ery  same  deal  in  a  different  country: 


$745 


□nesian  Adventure 
ys  in  the  fabled  islands  of  Fiji.  The 
rkable  price  includes  accommoda- 
at  the  Fijian  Hotel,  the  Blue  Lagoon 
e,  and  stopovers  in  Nandi  and  Suva: 


$825 


fh  Pacific  Holiday 

ys  of  sightseeing  in  spectacular  Aus- 
,  New  Zealand,  Tahiti.  The  accom- 
tions  are  comfortable  and  budget 
d.  South  Pacific  hotel  prices  are  still 
vely  low,  so  we  can  offer  this  tour 
jrice  that's  relatively  low: 


Fly/Motor  Coach  Australia 

14  days  with  unlimited  travel  aboard  lux- 
urious air-conditioned  coaches.  Accom- 
modations at  a  choice  of  more  than  200 
first-class  motor  inns  throughout  Australia: 


$895 


This  and  following  tour  can  be  extended 
up  to  5  weeks  in  either  Australia  or 
New  Zealand  for  only  $125  a  week. 


Fly/Motor  Coach  New  Zealand 

14  days  in  the  land  of  geysers  and  gla- 
ciers with  unlimited  coach  and  rail  travel: 


$845 


Australia/South  Pacific 

17  days  of  spectacle  in  Fiji,  New  Zealand 
and  Australia  including  budget-priced  ac- 
commodations. There  are  three  separate 
itineraries  available  at  the  one  low  price: 


$895 


3ased  on  economy  class 

day  ITX  fares  from  West  Coast. 


Fiji  Destination 

18  days  in  a  Pacific  paradise.  The  islands' 
finest  accommodations  including  the  Fi- 
jian Hotel, Toberua  and  Etai  island  resorts: 


$950 


South  Pacific  Vacation 

17  days  to  sample  the  delights  of  Tahiti, 
Fiji,  New  Zealand  and  Australia.  Accom- 
modations include  the  brand-new  Ga- 
zebo in  Sydney,  the  Gateway  in  Nandi, 
the  Maeva  Beach  in  Papeete,  et  cetera: 


$975 


Your  travel  agent  knows  what's  up 
Down  Under  and  what's  down  in 
tour  prices  to  the  South  Pacific. 


All  right  Qantas,  send  me  the  low- 
down  on  tours  to  the  South  Pacific. 
Mail  to:  Qantas,  555  California  Street, 
San  Francisco,  CA  94104. 

Name 


Street. 


City. 


State. 


.Zip. 


* 


treats  you  better  all  around 


"They  ve  reached  a  new  low." 


Imagine 
your  firm  at 
50  California 

Street 

The  best 
business  address 
in  the  West. 


Imagine  yourself  stepping  off  the  cable 
car  as  it  slows  to  a  stop  at  California 
and  Davis,  where  the  new  Union  Bank 
building,  owned  and  developed  by  West 
Coast  Life  Insurance  Company,  is 
taking  shape.  This  37-story 
tower  is  destined  to  become 
the  cornerstone  o 
great  avenue  of  com- 
merce. 

Imagine  the 
business  advan- 
tages your  firm 
could  enjoy  with 


a  suite  in  this  prestigious  building  in  the 
heart  of  San  Francisco's  new  financial 
district;  imagine  the  features  —  18,000 
square  feet  of  working  space  per  floor, 
floor-by-floor  climate  control,  recessed 
glare-free  fluorescent  lighting,  18  high- 
speed passenger  elevators,  a  beautiful 
spacious  plaza,  and  sweeping  views  of 
San  Francisco  and  the  Bay  —  chosen  by 
Union  Bank  for  its  Northern  California 
Headquarters  and  by  West  Coast  Life 
Insurance  Company  for  its  new  Home 
Office.  You  may  want  to  be  among 
hose  who  move  up  to  this  newest  ad- 
s  in  the  West. 


Imagine  the  ease  of  access  to  50 
California  —  cable  car,  bus,  and  Bay 
Area  Rapid  Transit  —  all  at  your  door- 
step. If  you  prefer  to  drive,  there  is  on- 
site  parking  with  speedy  access  to  the 
nearby  freeway. 

Imagine  —  well,  you  don't  have  to 
imagine  any  longer.  You  can  call  or 
write  for  a  brochure  on  the  Union  Bank 
building  today.  Completion  date  is  set 
for  summer  of  1972,  but  the  time  to 
plan  your  move  to  50  California  is  now. 
Contact  the  exclusive  leasing  agents: 


GRUBB  &  ELLIS/UNION  REALCO 

50  California  Street,  San  Francisco  94111 
Telephone  415/433-1225 
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A  Sale  in  Macy's  Basement? 

The  President's  scheme  to  restore  the  investment  credit  would 
have  at  least  one  major  beneficiary:  the  railroad  car  builders. 


With  U.S.  industry  as  a  whole  op- 
erating at  around  7551  of  capacity 
these  days,  it's  an  open  question  just 
how  effective  President  Nixon's  propos- 
al to  reinstate  the  investment  credit 
would  l>e  in  creating  johs  and  stim- 
ulating the  economy.  It  would  he  like 
ordering  more  buckets  when  you're  al- 
ready, short  of  water.  But  in  at  least 
one  industry  the  impact  of  the  Presi- 
dent's program  could  well  be  imme- 
diate and  explosive:  the  billion-dollar 
railroad  freight-car  business. 

The  reason,  of  course,  is  that  the 
U.S.*  impoverished  railroads  have  not 
had  the  resources  for  years  to  mod- 
ernize their  painfully  inadequate 
height  car  Beet.  "The  railroads,"  says 
President  Samuel  B.  Casey  Jr.  of  Chi- 
•ago's  Pullman  Inc.,  the  U.S.'  No.  One 
freight-carbuilder,  "have  the  worst 
physical  plant  of  any  industry  Pull- 
nan  caters  to.  Their  cars  are  old  and 
■adequate,  and  there's  an  unsatisfied 
lemand  for  cars  that  /kid  has  been 
itisfied."  Chairman  John  Hurditt  of 
UK  Industries,  the  No.  Two  pro- 
lucei,  is  somewhat  more  cautious: 
If  ynu  got  an)  substantial  pickup  in 
he  economy,  there  would  l>e  a  sul>- 
tantial  shortage  of  cars." 
Certain!)    the    railroads    are    read) 
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The  investment  credit  helped 
keep  freight  car  orders  and  pro- 
duction rising  through  the  mid- 
Sixties,  but  ever  since  the  credit 
was  suspended  in  1969,  both 
orders  and  production  have  de- 
clined. 


to  buy  if  the  credit  is  really  forth- 
coming. "Seventy-two  hours  after  the 
President  had  spoken,"  Casey  says, 
"we  received  in  the  magnitude  of 
10,000  reservations  for  cars— not  pur- 
chase orders,  not  solid  commitments, 
but  reservations."  Every  one  of  those 
reservations  for  space  in  Pullman's 
production  schedule  came  from  profit- 
able railroads  that  could  put  the  tax 
credit  directly  to  use. 

For  Pullman,  those  10,000  cars 
represent  something  over  $170  million 
in  sales  and  a  chance  to  get  back  to 
capacity  operation.  This  year  Pullman 
will  produce  close  to  17,000  cars, 
well  below  its  25,000-car-a-year  ca- 
pacity. "We've  had  pretty  much  of  a 
garbage  market  for  freight  cars  for  a 
couple  ol  years,"  <  lasey  says. 

The  whole  industry  has.  As  a  re- 
sult, Pullman's  earnings  at  midyear 
were  oil  a  good  30SS  from  last  year's 
depressed  levels,  ACF's  31%.  And  the 
other  carbuilders— Fruehauf,  Pitts- 
burgh Forgings,  FMC  and  Bethlehem 
Steel— were  not  prospering  either. 

That  the  credit  will  be  reinstated 
semis  assured,  but  its  form  is  still  very 
much  in  question.  ACF's  Burditt  is 
dismayed  that  the  House  Ways  & 
Means  Committee  rejected  the  Presi- 
dent's plan  to  provide  a   10'/  credit    in 

the  first  year,  5?  thereafter.  It  pro- 
poses instead  a  Tk  credit  for  an  indef- 
inite period.  "That,"  says  Burditt, 
"would  defeat  the  whole  purpose  ol 
Nixon's  program.  You're  running  a 
salt  in  Macy's  basement,  and  if  the 
sale  is  going  on  forever,  no  one's  go- 
ing to  rush  in  and  buy." 

(  ase\  thinks  the  graduated  credit 
was  unmanageable  from  a  bookkeep- 
ing standpoint,  but  argues  that  the  7% 
credit  will  have  a  tendency  to  bunch 

up  demand  all  the  same.  "Business 
has  seen  the  credit  repealed  before," 
he  says,  "so  I  think  there's  a  terrific 
incentive  to  order  sooner  rather  than 
later  lor  fear  that  it  might  be  pulled 
back."  Burditt  also  worries  about 
what  will  happen  if  the  railroads  are 
forced  to  choose  between  taking  the 
credit  and  writing  it  off  over  14  years 
or  taking  the  five-year  write-off  on 
freight  cars  Congress  approved  two 
years  ago.  That's  what  the  Ways  & 
Means  Committee  has  opted  for.  "I'm 
not  sure,"  Burditt  says,  "that  the  cred- 
it is  as  good  as  the  five-year  write-off." 
But  whatever  the  method  chosen, 
and  whatever  its  impact  on  orders, 
the  carbuilders  are  ready.  Says  Casey: 
"We  can  book  an  order  today  and  de- 
liver it  within  120  davs."   ■ 


for  people 


Well  give  you 
all  the  people 
you  need. . . 

Brains  and  brawn— Oklahoma  has 
plenty  of  both,  coupled  with  great 
research  and  vo-tech  centers  to  fill 
any  skilled  or  unskilled  labor 
demand.  The  average  out-put  per 
worker— $  1  2, 1  50  annually,  with 
little  time  lost  in  labor  disputes- 
only  about  one-fifth  of  the  national 
average.  If  you  have  the  product, 
we  have  the  people  to  produce  it- 
plenty  of  em!  For  further  details, 
write,  wire,  or  call:  Arthur  Lindberg, 
Director,  Industrial  Division,  500 
Will  Rogers  Memorial  Bldg.,  Suite 
303,  Oklahoma  City,  Okla.  73105, 

See  Olylal|<Hi|a  'Hilt 

OIQAHOMA! 
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Let  LIFE'S  masters  of  photograph 

picture  possibilitie 
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How  to  freeze  motion  at  the  crucial  moment 
(as  in  the  football  clash  above)  is  explained  and 
described  in  the  volume  on  Special  Problems., 


Learn  how  the  photographer  manipulates  time  to 
capture  beauty  that  is  too  fast  for  the  eye  to  see, 
in  Photography  As  A  Tool. 


The  multiple  image  above  is  one  of 
many  inventive  darkroom  creations 
explored  in  The  Print. 


Accept 
this  volume 

The  Camera 

for  10  days 

free 
examination 


FREE  with  Volume  1: 
'hotographer's  Handbook  and 
Camera  Buyer's  Guide 


J 


»  This  valuable  64-page 

i-sizc  manual  contains 

id  .l^'s  for 

trip,  better  pic- 

s   [50  photos 

J,  .l07ens  of 

■  will  re- 

xmera 
v.'ng  up- 
■ices  on 
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So  many  of  the  world's  great  photographs— 
the  ones  that  hang  in  museums  and  galler- 
ies, that  win  prizes,  that  are  sold  for  large  sums 
of  money— are  of  subjects  you  see  or  pass  by 
every  day.  A  pensive  young  girl  peering  shyly 
through  a  window.  A  crowded  downtown 
street  with  hundreds  of  activities  going  on  at 
once.  An  abandoned  automobile,  strippedclean. 

But  how  do  you  develop  your  eye  to  the 
point  where  you  can  see  pictures  in  the  world 
around  you?  And  how  do  you  use  your  cam- 
era and  accessories  to  get  exactly  the  effect 
you're  after? 

The  LIFE  Library  of  Photography  has  been 
created  to  help  you. 

Here,  in  this  magnificently  illustrated  self- 


study  course,  you'll  receive  step-by-ste  j 
ance  on  shooting  all  kinds  of  subjects- 
shots,  portraits,  sports,  children,  natu 
lifes.  You'll  learn  how  to  plan  each  pi' 
how  to  compose  it... how  to  make  ii 
to  the  viewer.  Famous  LIFE  photog 
such  as  John  Dominis,  Carl  Mydans 
fred  Eisenstaedt  will  offer  you  their  [ 
tips  and  trade  secrets. 

You'll  learn  about  all  the  possibiliti 
to  you  in  the  darkroom,  too— from  th 
of  developing,  printing,  dodging  and  I 
in  to  special  effects  such  as  solarizat 
relief  and  combination  printing. 

And  by  examining <a  magnificent  g; 
some  of  the  greatest  photographs  of  a 


>lpyou  see  the  great 
I  around  you 


7"/ie  Gnat  Themes  reveals  the  techniques  of  the  masters 
in  each  of  the  six  major  areas  of  photography 
represented  abo\e. 


|ig  why  they  succeeded  so  brilliantly- 
encouraged  to  develop  your  own 
lat  makes  an  unforgettable  picture, 
you're  a  working  photographer,  an 
amateur  or  a  beginner,  the  LIFE 
Photography  can't  help  but  bring 
pr  and  closer  to  the  kinds  of  photo- 
Du've  always  dreamed  of  creating. 
?pt  Volume  I  on  1 0-day  free  trial 
picture  is  worth  a  thousand  words, 
really  see  the  LIFE  Library  of  Pho- 
yourself— and  try  some  of  its  sug- 
•to  appreciate  how  much  it  can  mean 
Mcture-taking.  That's  why  we  invite 
id  for  Volume  I  for  a  10-day  free 
aut  obligation.  Just  mail  the  coupon. 


Among  other  volumes  in  the 

LIFE  LIBRARY  OF  PHOTOGRAPHY: 

Color,  Photography  as  a  Tool,  The  Print, 
Special  Problems,  Light  and  Film, 
Photojournalism,  The  Great  Themes. 


This  portrait,  so  like  a  moody  painting, 
is  actually  a  color  photograph  in  the 
volume  Color— one  of  many  examples  of 
how  to  use  color  to  add  to  a  picture's 
aesthetic  appeal. 


Pictures  of  the  Great  Depression  are  among 
the  examples  given  in  the  volume  on  Photo- 
journalism to  show  how  to  make  photographs 
that  comment  on  events  and  on  people. 


TIME-LIFE  BOOKS,  DEPT.  1243 
TIME  &  LIFE  BUILDING 
CHICAGO,  ILLINOIS  60611 

Please  send  me  Volume  I,  The  Camera,  of  the  LIFE 
Library  of  Photography  on  a  Free-Examination  basis, 
together  with  the  illustrated  Photographer's  Hand- 
book and  Camera  Buyer's  Guide.  After  ten  days  I 
may  return  the  books  without  further  obligation.  If 
I  keep  them  I  will  be  billed  only  $7.95  (plus  shipping 
and  handling).  I  will  then  receive  other  books  in  the 
library  as  they  are  issued:  one  every  other  month. 
Each  comes  on  a  10-day  Free  Trial  basis  and  is  priced 
at  $7.95.  I  may  cancel  this  arrangement  at  any  time 
simply  by  notifying  you;  thereafter  no  further  books 
will  be  sent. 


Name. 


(Please  Print) 


Address- 


City. 


State- 


-Zip- 


"Doubling  a  Player's  Dollars 


f» 


An  athlete  has  only  so  long  before  his  reflexes  slow  down  or  his  knee 
pops.  Chuck  Barnes  helps  professionals  get  while  the  getting  is  good. 


There's  money  in  muscles.  And 
Charles  M.  Barnes  Jr.  is  making  it. 

Chuck  Barnes  isn't  a  muscleman 
himself.  He  doesn't  get  his  brains 
kicked  out  every  Sunday  afternoon 
playing  football.  Nor  does  he  gamble 
with  death  on  a  racetrack.  His  busi- 
ness, as  president  of  Sports  Headliners, 
Inc.  of  Los  Angeles,  is  merchandising 
the  men  who  do.  He  negotiates  play- 
ing contracts  for  them  and  gets  them 
big  money  to  deliver  speeches  at  sales 
meetings,  to  endorse  the  products  they 
use,  to  deliver  television  commercials 
and  the  like.  He  also  helps  them  with 
their  investments. 

Among  his  clients:  Johnny  Unitas  of 
the  Baltimore  Colts,  O.J.  Simpson  of  the 
Buffalo  Bills,  Calvin  Hill  of  the  Dallas 
Cowboys,  Earl  McCullouch  of  the  De- 
troit Lions,  and  racing-car  drivers 
Mario  Andretti,  Bobby  and  Al  Unser 
and  A.J.  Foyt. 

Barnes  has  gotten  some  of  them  as 
much  as  $250,000  each  to  endorse  a 
product.  This  year  he  expects  his  cli- 
ents to  gross  around  $2  million,  not  in- 
cluding what  they  receive  for  playing 
or  driving.  Out  of  that,  he  will  take 
20'/.  lower  than  most  agents'  rates  but 
still  enough  to  cover  expenses— legal, 


accounting  and  the  like— and  yield  a 
tidy  profit.  In  the  case  of  football  play- 
ers, he  also  gets  around  10%  of  the 
salaries  he  negotiates  for  them. 

Barnes  got  into  this  business  by  way 
of  the  University  of  Southern  Califor- 
nia, where  he  majored  in  economics; 
Texaco,  where  he  took  a  training 
course  in  salesmanship;  and  Firestone 
Tire  &  Rubber,  where  he  worked  in 
the  public  relations  department.  At 
Firestone,  Barnes  helped  to  set  up 
"The  World  Series  of  Golf,"  which 
pits  the  winners  of  the  U.S.  Open,  the 
Professional  Golf  Association  tourna- 
ment, the  Masters  and  the  British  Open 
against  each  other.  He  saw  what  the 
golfers  got  for  endorsing  clubs  and 
balls,  and  that  gave  him  the  idea  to 
merchandise  racing-car  drivers. 

Says  Barnes:  "Automobile  race 
drivers  have  a  certain  advantage  over 
everybody  else  in  sports.  An  O.J. 
Simpson  can  endorse  a  football, 
shoulder  pads  and  helmet,  and  then 
you've  got  to  get  him  into  other  areas 
that  are  not  traditionally  associated 
with  being  a  running  back.  But  with 
a  fellow  like  Mario  Andretti,  if  you  go 
from  the  front  of  his  car  to  the  rear 
and  from  the  top  to  the  bottom,  you're 


talking  about  thousands  of  products 
that  are  directly  involved  in  the  way 
he  makes  his  living. 

"So  someone  like  O.J.  Simpson  can 
figure,  on  top  of  his  salary,  another 
$125,000  for  the  year.  With  racing- 
car  drivers,  it's  more.'* 

Barnes'  aim  always  is  "to  double  a 
player's  dollars  through  wise  use  of  his 
name  and  fame.  The  idea  is  to  involve 
our  people  in  solid  ventures  during 
the  peak  of  their  careers  when  money 
is  available.  We  look,  not  only  at 
the  stock  market,  but  at  all  sorts  of 
properties." 

One  of  the  most  successful  proper- 
ties he  found  for  Simpson  and  Unitas 
is  Trinity  Management  Co.,  which  is 
hunting  oil.  "It  has  sunk  about  25 
wells  and  18  of  them  have  come  in," 
says  Barnes.  Lucky?  "Yes,  partially,  but 
we  had  the  best  advice  available  in 
petroleum  exploration  before  we  let 
O.J.  and  John  put  a  nickel  into  it." 

Barnes  has  his  clients  in  more  mun- 
dane ventures,  too,  like  part  owner- 
ship of  medical  buildings,  apartment 
buildings  and  shopping  centers.  So 
Barnes  works  not  only  to  get  his  play- 
ers the  high  salaries,  not  only  to  get 
them  big  endorsement  fees,  but  also 


Andretti 


Simpson 


to  set  them  up  in  businesses  that  will 
support  them  handsomely  once  their 
athletic  days  are  over.  Take  O.J. 
Simpson,  for  example.  He  endorses 
Chevrolet  and  might  one  day  get  a 
Chevy  dealership  on  the  West  Coast. 
He  endorses  Royal  Crown  Cola, 
which  may  lead  to  a  distributorship. 
And  he  does  human  interest  commen- 
tary for  ABC  football  programs,  so 
he's  already  on  his  way  to  a  second 
career  there. 

"The  secret  of  this  business,"  says 
Barnes,  "is  not  having  a  lot  of  clients. 
The  more  clients  you  work  with,  the 
more  problems  you  have.  Each  time 
you  take  on  a  client  you  have  a  big  in- 
vestment in  overhead  because  you're 
now  involved  in  making  press  kits  and 
things  like  that  and  starting  the  pro- 
motion rolling  on  a  particular  individ- 
ual. And  this  is  very  expensive" 

Occupational  Hazards 

Also,  Barnes  is  well  aware  of  a 
particular  problem  in  representing 
racing  drivers:  They  can  get  seriously 
injured  or  even  killed.  "A  golfer  can 
be  hit  by  a  golf  ball,  I  guess,  and  a 
football  player  can  hurt  his  knee;  but 
in  auto  racing,  you  can  have  main 
of  your  clients  working  for  Blue  Cross 
the  same  day  .... 

"In  the  case  of  O.J.,"  says  Barnes, 
"he's  unique  in  that  there  arc  B  lot  oJ 
things  he  can  do  outside  of  playing 
football  that  will  probably  always 
hold  him  in  good  stead.  For  ABC  he 
covers  tlunns  like  the  East-West 
name,  and  lie's  very  good.  He  also  has 
talent  in  motion  pictures,  a  lot  of  tal- 
ent, amazing!)  so,  because  there  are 
really  few  people  I've  met  in  sports 
who  have  an  awful  lot  of  talent  in 
that  direction." 

But  that's  not  Barnes'  biggest  prob- 
lem. Nor  is  having  a  client  call  him 
late  Friday  night  to  say  he's  not  flying 
cross-country  the  next  day  to  make 
a  scheduled  appearance.  His  biggest 
problem  is  twofold:  gambling  and 
borrowing  money.  "If  a  client  gets  in- 
volved in  either,"  he  says,  "he  is  going 
to  have  a  lot  of  trouble  and  even- 
tually you're  going  to  have  to  get  rid 
of  him.  A  lot  of  times  you  may  have 
someone  on  a  budget  and  they're 
playing  cards  every  night  at  the  train- 
ing camp.  They  don't  want  to  tell 
you  that  they  lost  $2,000  the  night 
before  playing,  so  they  might  go  to  a 
bank.  Since  the  banker  probably 
knows  he  is  a  big  star  for  that  team, 
he'll  lend  him  a  couple  of  thousand 
dollars.  And  so  the  client  gets  into 
:  trouble  that  way  and  pretty  soon  it 
|  will  be  chaos." 

If  Barnes  has  his  way,  all  a  client 
has  to  do  is  keep  winning,  keep  en- 
dorsing, keep  his  charisma.  The  mon- 
ey will  always  be  there.  ■ 


Questions  for  executives 
who  are  concerned  about 
environmental  pollution 

If  you  are  faced  with  a  pollution  problem,  here 
are  some  important  questions  to  consider: 

•  Are  we,  in  fact,  polluting  the  environment? 

•  Do  we  have  a  sufficient  internal  staff  to  fully 
assess  the  scope  of  our  problem? 

•  Do  we  know  what  standards  and  legislation 
apply  to  our  industry? 

•  Do  we  have  sufficient  knowledge  of  all  of  the 
environmental  control  techniques  available  to  us? 

•  How  can  we  be  sure  that  the  system  we  select 
will  not  be  obsolete  in  a  short  time? 

•  How  can  we  be  sure  that  the  system  we  decide 
upon  is  efficient,  reliable  and  the  most  economical? 

•  Is  it  possible  to  design  a  system  in  stages  that 
would  permit  us  to  comply  with  the  law  now  and 
add  to  it  later  should  laws  become  more  stringent? 

•  Do  we  have  the  staff  to  design,  purchase, 
and  install  a  system  to  meet  the  urgency 
required  by  current  legislation? 

•  If  we  have  to  turn  to  outside  consultants,  can  we 
be  sure  that  they  will  conduct  an  impartial  study? 

These  are  tough  questions.  The  Austin  Company 
can  help  you  answer  them.  We  invite  your 
inquiry  for  a  discussion  of  Austin  services  in  the 
United  States  or  abroad.  For  further  infor- 
mation, please  contact  The  Austin  Company, 
3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  -  Engineers  -  Builders 
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tri-comsz: 

GIVES  YOU 

3-DIMENSIONAL 
COMMUNICATIONS 


Unconditionally 

guaranteed 

for  two  years 


$139.50 


patent  pending 


Thanks  to  recent  FCC  rulings,  you  can  now  use 
this  easily  attached  device  to  increase  your  tele- 
phone efficiency  up  to  30%. 

•  Enables  your  secretary  to  connect  incoming 
office  calls  to  your  home,  or  anywhere.  Eliminates 
many  call-backs. 

•  Lets  you  connect  as  many  as  five  other  numbers 
to  one  telephone  conversation.  Excellent  voice 
quality.  No  cross  talk. 

•  Makes  greater  use  of  company  WATS  or  Tie  Line. 
Makes  every  6  button  telephone  more  useful. 


ORDER  DIRECT  FROM  DISTRIBUTOR 
SRA  Inc.,  232  Palm  Drive  (213)  376-4280 

Hermosa  Beach,  CA  90254  (213)  387-331 4 

(  )  Check  enclosed  for  $139.50  (add  5%  in  Calif.) 

Send  prepaid. 
(  )  Send  COD.       (  )  Send  free  color  literature. 
(  )  I'm  interested  in  dealership. 

Name 


Street. 
City 


.  State. 


-Zip- 


Wc  give  you 

as  much 

privacy  in 

Los  Angeles 

as  in 

Louisville 


Because  we  give  you  the  same 
kind  of  great  room  everywhere. 
A  quiet,  comfortable  room. 
With  double  drapes.  Sound- 
proof walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
Lodge  nearest  you  for  a 
confirmed  reservation  at  any 
of  our  435  locations. 
Howard    ohnson's:  7 

We  always  treat  you  "7** 

like  you're  on  vacation.  *?" 


i%v 


.     HOWARD 

JounsonS 


MOTOR  LOOSES  I  RESTAURANTS 


Second  Thoughts 

For  Alcoa,  the  world's  largest  aluminum 
producer,  being  big  is  no  longer  enough. 


I 


Ever  since  it  was  founded  back  in 
1888,  Pittsburgh's  giant  Aluminum 
Co.  of  America  has  jealously  guarded 
its  status  as  the  world's  largest  alu- 
minum producer.  It  hardly  mattered 
that  Alcoa  had  spun  off  what  is  now 
Alcan  Aluminium  in  the  late  Twen- 
ties or  that  the  U.S.  Government  had 
created  competitors  Reynolds  and 
Kaiser  out  of  the  government-owned 
wartime  facilities  that  Alcoa  ran.  In 
almost  every  respect,  Alcoa  was— and 
remains— the  world's  front-ranking 
aluminum  company. 

Even  so,  the  monopolist  mentality 
that  has  helped  and  hampered  Alcoa 
for  close  to  a  century  now  is  finally 
beginning  to  change.  Thirty  years 
ago,  Alcoa  accounted  for  99%  of  the 
U.S.'  aluminum  production,  vs.  per- 
haps 30%  last  year;  and  the  progres- 
sive decline  in  its  market  position- 
plus,  of  course,  the  transformation  of 
aluminum  from  a  semiprecious  ele- 
ment into  a  commodity  metal— has  in- 
evitably diminished  its  profitability. 

"Historically,"  Alcoa  President  W.H. 
Krome  George  told  a  group  of  Euro- 
pean competitors  last  month,  "we 
have  sought  to  be  all  things  in  alu- 
minum to  all  people,  and  in  doing  so 
have  enjoyed  considerable  financial 
success  and  notable  growth  through 
the  years.  Lately,  however,  we  have 
had  second  thoughts  on  just  what  it 
means  to  be  first." 

Alcoa  is  hardly  alone.  The  indus- 
try today  is  alarmingly  overbuilt,  and 
the    world's    69    primary    aluminum 


producers  are  scrambling  to  hold  their 
places  in  the  market.  "A  few  of  us 
may  not  survive,"  Krome  George  says 
bluntly.  "Profits  in  earlier  years  were  a 
natural  by-product  of  growth.  In  the 
later  years,  volume  came  to  be 
cepted  as  a  proxy  for  profits, 
sometimes  the  aluminum  producer 
seemed  to  be  more  interested  in  mak- 
ing aluminum  than  in  making  money.' 

The  fact  is  that  even  last  year,  the 
second  biggest  year  in  its  history, 
Alcoa  earned  7%  on  its  $2  billion  in 
invested  capital.  And  though  that  may 
have  been  better  than  Reynolds,  Alcan 
or  Kaiser  could  manage,  it  was  a  far 
cry  from  the  12.2%  that  Alcoa  earned 
as  recently  as  1956.  In  aluminum  as 
elsewhere,  biggest  is  not  necessarily 
best.  Which  is  why  Alcoa  is  having 
second  thoughts  these  days. 

"For  Alcoa  to  be  first  in  aluminum 
is  not  necessarily  to  be  first  in  pounds 
shipped,"  says  George,  "but  it  most 
assuredly  is  to  be  first  in  profitability. 
Toward  that  goal,  we  are  concentrat- 
ing on  business  that  is  particularly 
attractive  from  the  standpoint  of  our 
facilities  and  capabilities.  The  activi- 
ties that  cannot  meet  our  profit  ob- 
jectives are  being  identified"  for  im- 
provement or  discontinuance. 

Is  George  merely  talking?  Alcoa  has 
already  shut  down  two  casting  plants 
and  its  manufacturing  division  at  New 
Kensington,  Pa.  It's  only  a  start,  to 
be  sure.  But  if  Alcoa  had  the  self- 
discipline  to  break  with  its  monop- 
olistic past,  who's  to  say.  .  .  ?  ■ 


George  (above)  does  if.  Eco- 
logically  alert  Alcoa  is  now  buy- 
ing back  cans  and  recycling  them. 
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General  Electric... 
Industry's  leading  partner 
in  industrial  automation. 


C  Control  Center,  Westboro,  Mass.,  GE  automated  system  monitors  and  controls  electricity  for  51/2  million  New  Englanders.  High 
bility  record  of  system  employing  GE-PAC"  process  computer,  GE-MAC*  instruments,  GE-TAC*  supervisory  controls  and  GE  micro- 
communications  is  protected  by  GE  after-sales  service. 

••  delivering  the  power  to 
6  million  people  more  reliably** 

with  General  Electric  automation 


controlling  complex  utility  systems  and  ships  to  machining  parts . 
helps  industry  improve  performance  and  productivity. 


General  Electric 


iC.  the  heart  of  one  of  the  nation's 
lity  power  pools,  a  General  Electric 
h  system  is  making  the  world's  most 
product — electricity — more  reliable, 
isystem  automatically  controls  the 
I  and  transmission  of  51%  of  New 
I  electric  power  supply. 

of    7    electric    systems,    REMVEC 
land.    Eastern    Massachusetts,    Ver- 

i'gy  Control)  operates  a  multi-state 
transmission  lines,  substations  and 
mg  units  with  a  capacity  of  6  million 


I  |ectric's  automation  equipment  con- 
displays  systems  status,  spots  po- 
rloads,  instantaneously  selects  the 
Ipower  plant  to  meet  electrical  de- 
•where  on  the  system. 

'ore   dependable   electricity   at  the 
omical  cost  per  kilowatt  hour. 

another  example  of  how  General 
mgs  meaningful  results  through  a 
approach  and  industry's  fullest 
sources  for  automation.  „„.,,, 


at  Harris-lntertype  . . . 

Schriber  Division,  output  of  machined  parts 
is  expected  to  increase  up  to  25%  by  GE 
automated  computer  numerical  control 
system  directing  2  machine  tools — with  13 
additional  units  proposed.  GE  CommanDir* 
system  improves  parts  accuracy,  reduces 
manual  operations,  cuts  operator  errors, 
scrap  rates  for  dramatic  productivity  gains. 


on  US  Lines  .  . . 

GE  automated  central  operations  systems 
allow  complete  propulsion  control  of  new 
container  ships  by  2-man  engine  room 
watches.  GE  instruments,  pump  and  winch 
drives,  propulsion  power  plants  help 
achieve  efficient  low  cost  operations;  faster 
deliveries;  increased  ship  utilization. 

'Trademark  of  General   Electric  Co.,  U.S.A. 


GENERAL 


ELECTRIC 


w%  I®  •■  ■  ■ 

ur  Powercel  made  kilowatts 
in  space.  Now  it's  ready 
to  power  things  on  earth. 

When  you  heard  and  saw  those  TV  transmissions  from  Apol  lo  command 
modules,  United  Aircraft  was  supplying  the  power.  With  the  Powercel  — 
our  registered  name  for  fuel  eel  Is.  They've  been  on  every  flight, 
creating  electricity  directly  from  gases.  Reliably.  Silently. 

On  earth,  the  efficient  and  pollution-free  Powercel  will  be  ideal  for 
utilities.  Ideal  for  places  that  need  their  own  reliable  source  of 
economical  electricity.  That's  why  we  are  now  field  testing  the 
Powercel  in  shopping  centers,  hospitals,  apartments,  and  office  buildings. 

Space  skills  helping  people  on  earth.  It  happens  often  at  United  Aircraft. 

United 
Aircraft 


DEPT.  A,  EAST  HARTFORD.  CONN.  06108 
PRATT  &  WHITNEY  AIRCRAFT- 
HAMILTON  STANDARD  • 
SIKORSKY  AIRCRAFT  •  NORDEN  • 
UNITED  TECHNOLOGY  CENTER  • 
UNITED  AIRCRAFT  RESEARCH 
LABORATORIES- 

UNITED  AIRCRAFT  OF  CANADA  LIMITED  • 
TURBO  POWER  &  MARINE  SYSTEMS - 
UNITED  AIRCRAFT  OF  WEST  VIRGINIA  ■ 


•       ' 
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CITIES  SERVICE 
COMPANY 


CITIES  SERVICE  IS  A  NATURAL  RESOURCE  COMPANY 

WE'RE  NATURALLY  INTERESTED  IN  ENERGY  AND  CHEMICALS. 


Our  research  people  have  developed  better 
ways  to  take  sulfur  out  of  oil . . .  eliminate 
discharge  of  oily  wastes  into  the  seas . . . 
recycle  old  tires  back  into  new  ones  . . .  and 
increase  land  productivity  through  better 
plant  foods  and  fungicides. 

We  also  seek  out  and  develop  oil,  natural  gas 
and  mineral  reserves  around  the  world  . . . 
refine  quality  petroleum  products  sold  under 
the  CITGO  trademark . . .  transport  natural  gas 
to  hundreds  of  conmunities  and  industries  . . . 


manufacture  useful  petrochemicals  such  as 
plastic  resins,  butyl  rubber,  carbon  black  and 
Festival  molded  plastic  housewares  . . .  mine, 
refine  and  fabricate  copper  and  copper 
products  . . .  and  produce  industrial  and 
agricultural  chemicals. 

Wherever  there's  a  need  for  energy  and 
chemicals,  Cities  Service  is  there  to  serve 
you  . . .  better. 


CITIES  SERVICE  COMPANY 

60  Wall  Street 
New  York,  New  York  10005 


American  Brands 

For  corporate  ills,  diversification  is  a  palliative,  not  a  cure. 


American  Brands'  sales  have  risen 
from  SI. 3  billion  in  1963  to  $2.7  bil- 
lion last  year,  while  earnings  have 
gone  from  S76.6  million  to  S108.2 
million.  The  fact  remains  that  Ameri- 
can Brands  is  a  company  with  prob- 
lems. Chairman  Robert  B.  Walker  and 
President  Robert  K.  Heimann  are  con- 
fident they  will  solve  them,  but  con- 
cede it  won't  be  overnight. 

When  the  Surgeon  General  warned 
back  in  the  early  Sixties  that  cig- 
arette smoking  was  dangerous,  Amer- 
ican Brands  (then  named  American 
Tobacco)  feared  the  worst  and  rushed 
into  diversification.  The  other  tobacco 
companies  did  the  same.  Mam  of  the 
acquisitions  they  made  were  disasters. 
What  saved  them  was  the  fact  that, 
despite  the  Surgeon  General's  warn- 
ing, cigarettes  remained  an  immense- 
ly profitable  business.  The  major  ef- 
fect of  his  admonition  was  to  impel 
cigarette  smokers  to  switch  to  filter 
tips.  These  have  less  tobacco  and 
therefore  cost  less  to  produce,  but 
the)  sell  for  more.  Consequently,  al- 
though the  number  of  cigarettes  sold 
did  fall  off,  revenues  and  earnings 
from  cigarettes  rose. 

For  everybody,  thai  is,  except 
American  Brands. 

limber  prices  have  helped  mask 
the  trend,  but  American's  market 
share  has  dropped  from  351  in  1965 
to  17.8SI  this  year.  Meanwhile,  R.J. 
Reynolds  has  kept  a  tight  grip  on 
of  the  market,  while  Philip  Mor- 
ris has  forged  ahead  to  replace  Ameri- 
can as  the  No.  Two  U.S.  cigarette 
maker,  with  17.9%. 

Down,  Down,  Down 

American's  Fall  Mall,  the  na- 
tion's best-selling  cigarette  in  1965, 
dropped  to  No.  Two  behind  R.J. 
Reynolds'  Winston  in  1966.  and  this 
year  was  booted  into  third  place  by 
Philip  Morris'  Marlboro.  Lucky  Strike, 
No.  Five  in  1965,  disappeared  from 
the  Top  Ten  in  1969.  In  the  past  12 
months.  Tareyton  has  dropped  from 
eighth  place  to  ninth. 

How  come? 

Much  of  the  blame  lies  with  Wal- 
ker's predecessors.  When  Walker  be- 
came chief  executive  in  1963,  only 
9%  of  the  company's  sales  were  filter 
tips.  Filter  tips  had  come  on  the  mar- 
ket a  decade  before,  but  American 
had  all  but  ignored  them. 

When  the  Surgeon  General's  warn- 
ing about  cigarettes  made  smokers 
rush  to  filters,  American  didn't  have 
an  established  brand  to  offer  them. 

Barney   Walker   puts   it   this   way: 
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"We  were  a  late  starter." 

In  recent  years,  Walker  has  been 
trying  to  build  up  American's  non- 
filter  sales,  and  with  some  success. 
Filter  tips  now  account  for  40%  of 
American's  sales,  but,  as  Walker  is 
the  first  to  admit,  "since  we  are  so 
heavily  oriented  in  nonfilters,  we 
haven't  been  able  to  get  the  filter  busi- 
ness up  as  rapidly  as  the  nonfilter 
business  has  been  declining.  One  has 
not  offset  the  other,  and  that's  win 
our  market  share  and  unit  volume  are 
both  down." 

Walker  isn't  sanguine  about  the 
immediate  outlook.  "To  be  candid," 
he  says,  "we  would  have  to  antici- 
pate some  further 
slippage  this  year 
of  our  nonfilter 
business,  pulling 
down  our  share  of 
the  market."  So 
American  has  no 
choice  but  to  work 
feverishly  to  pro- 
duce a  filter  tip 
winner.  It's  not 
eas\  Filter  tipped 
Tareyton  is  down 
5%  so  far  this  year. 
As  for  Maryland 
1 00s.  a  filter  tip 
cigarette  American 
introduced  with 
great  Fanfare  just 
before  the  ban  on 
advertising  cigar- 
ettes on  TV  was 
announced,  "It's 
being  held."  Trans- 
lation: It  flopped. 
Says  ( 'hairman 

Walker:  "I  had  no 
alternative  but  to 
try  everything  to 
see  if  we  couldn't 
get  some  filter 
business."  Adds 
President  Hei- 

mann: "We  just 
didn't  have  time  to 
do  it  in  leisurely 
fashion.  We  still 
don't." 

In  filter  tips, 
W'alker  and  Hei- 
mann inherited  a 
problem.  In  diver- 
sification, however, 
what  has  hap- 
pened at  American 
is  very  much  their 
show.  They  have 
carried  it  out  on  a 
vast   scale,   acquir- 
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ing  eight  companies  and  $800  mil- 
lion in  sales  in  just  five  years.  How 
well  have  they  inn  this  show?  Like 
any  fast,  diverse  acquisition  program. 
American's  has  produced  mixed  results. 

Like  all  the  other  major  cigarette 
makers,  American  bought  some  very 
sound  companies— and  some,  like  Sun- 
shine Biscuits,  that  turned  out  to  be 
even  more  trouble  than  American  ex- 
pected. Says  Walker:  "Sunshine  has 
some  problems."  Walker  has  shaken 
up  top  management  twice,  but  the  ef- 
fects have  yet  to  show  themselves  on 
the  bottom  line. 

A  better  acquisition  was  Duffy- 
Mott,   an   established   name,   particu- 

Walker  of  American  Brands 
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1    We're  as     ] 
1  soundproof  1 

j  in  San  Juan  1 
I   as  we  are    1 

1          *n         1 
I  Sioux  Falls  1 

I   Because  we  give  you  the  same 
1   kind  of  great  room  everywhere.    1 
1   A  quiet,  comfortable  room. 
1   With  double  drapes.  Sound- 
1   proof  walls.  Bigger  beds.  Call 
1    the  Howard  Johnson's  Motor 
1    Lodge  nearest  you  for  a 
1   confirmed  reservation  at  any 
1   of  our  435  locations. 
1   Howard  Johnson's:                « 
1   We  always  treat  you           Zr*  1 
1    like  you're  on  vacation.  *f-f 

HOWARD 

JownsonS 

■■ 

MOTOR  LOOSES  *  RESTIUMNTS  1 

CArPS 

CAN  H£LP  YOU.. 

-STIMULATE   BUSINESS 
-FIND   MORE  PROSPECTS 
•SELL   MORE  THINGS 
-COLLECT  MORE   MONEY 
-THANK  EVERYBODY 
•  KEEP  CUSTOMERS  HAPPY 

WRITE  TODAY  FOR  r^^s^ 
FREE  SAMPLES  /  Custot^J 
AND  CATALOG  OF  /  Ooi  / 
OVER  100  UNIQUE  /  #  -'-'  / 
CARDS  FOR  THE  /^l,  / 
BUSINESSMAN!       ^<!*/ 

Harrison  Publishing  Co. 

DEPT.  LP-BOX3079.ASHEVILLE,NC.  28802  I 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  and  how  m      i  NEW  mil- 
lionaires   join     '>■     ~anks  every 
year?    How    did    taay    acquire 
their  wealth?  The  number  arid 
the  reasons  may  astonish  youl  This  amazir.p  story 
is  revealed  in  •  valuable  new  booklet, 
"NEW  R0AD8  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exci(    ig  are  the  factual  detail  t 

a   specific    busin.        opportunity   that   is   nothing 
short  of  a  gold  m  >  y?  Because,  as  an  asso- 

ciate   of    the    orgr»  widing    the   oppor- 

tunity, you  help  ol  succeed. 

For  your  free  cony  "i       • «  Hoads  to  Wealth  and 
Opportunity,"   phone,  wire,  or  write  immediate- 

lyt°        F.O.R.K.  INTERNATIONAL 

P.O.  Box  22458  Denver.  Colo.  80222 


Iarly  in  applesauce,  but  never  a 
world-beater.  Still  better  was  Andrew 
Jergens.  But  for  a  company  as  large 
as  American,  Jergens,  with  sales  of 
$61.6  million,  can't  do  much. 

American's  best  acquisitions  by  far 
were  Gallaher  Ltd.,  Britain's  second- 
largest  tobacco  company,  and  bour- 
bon-making James  B.  Beam  Distill- 
ing Co.,  both  quite  profitable.  But 
Gallaher,  like  American,  has  too  much 
of  its  sales  in  nonfilter  cigarettes,  and 
Beam  has  to  face  the  fact  that  Ameri- 
cans have  slowly  been  turning  away 
from  bourbon  to  scotch  and  vodka. 

In  the  long  run,  then,  Walker  and 
Heimann  will  be  judged  on  their  abil- 
ity to  make  these  acquisitions  better 
companies  than  they  were  before 
American  bought  them. 

Fortunately,  they  have  time  enough 
to  work  on  the  problems.  For  the  ac- 
quisitions brought  American  almost 
instant  earnings. 

"When  I  took  over  the  business 
eight  years  ago,"  Walker  says,  "I 
found  we  had  a  borrowing  capacity 
of  between  $350  million  and  $500  mil- 
lion not  being  used."  Walker  has  used 
it.  Since  1963  American's  debt  has 
climbed  from  $79  million  to  almost 
$447  million.  The  money  has  been 
used  for  acquisitions.  Servicing  the 
debt  is  no  great  problem  because 
of  the  cash  flow  brought  in  by  the 
acquired  companies.  And  because 
most  of  the  acquisitions  were  for  cash 
rather  than  for  common  stock,  there 
was  little  dilution  and,  instead,  a 
steady  gain  in  earnings  per  share. 

Down  fo  Basics 

American  Brands  probably  can 
make  further  acquisitions  for  cash,  be- 
cause its  debt  load  is  still  fairly  low 
and  its  cash  flow  after  dividends  is  still 
running  at  an  annual  rate  of  close  to 
$90  million.  The  trouble  is  that  bor- 
rowed money  is  increasingly  expen- 
sive, and  good  acquisitions  increasing- 
ly hard  to  find.  Increasingly,  Walker 
and  Heimann  will  have  to  work  with 
what  they  already  have. 

Sooner  or  later,  Walker  insists, 
American  will  come  up  with  a  filter 
tip  cigarette  that  catches  on.  As  for 
the  nontobacco  companies,  he  says: 
"Jim  Beam  is  a  jewel.  Master  Lock  [a 
manufacturer  of  padlocks,  combina- 
tion locks  and  bicycle  locks]  is  a 
jewel.  Swingline  [which  makes  sta- 
plers and  staples]  is  a  jewel.  Sunshine 
has  some  problems.  Mott  has  some 
problems." 

It  all  gets  back  to  this:  Can  Walker 
and  Heimann  strengthen  what  they 
already  have? 

It's  really  very  simple.  Financial 
leverage  and  acquisition  accounting 
can  not  solve  fundamental  problems, 
they  can  only  buy  time.   ■ 


■ 


a*-*" 


Salesman  Supreme:  Ameri- 
can had  no  problems  when 
the  late  George  Washington 
Hill  ran  it.  Model  for  a  cen- 
tral character  in  The  Huck- 
sters, he  made  Lucky  Strike 
the  best-selling  U.S.  cigarette. 
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The  people  listed  here 
are  our  quality  managers, 
one  ior  each  U.S. 
operating  unit   (There 
are  over  400  ol  them 
worldwide.) 

Their  iob  is  to  help 
make  sure  you  get  what 
you  pay  for.  They're 
constantly  measuring 
the  conformance  oi 
thousands  ol  our  products 
and  services  to  our  own 
rigid  standards 

Their  only  allegiance 
is  to  Quality    If  they  say 
"no"  due  to  non- 
conformance, then  no  it 
is.  And  no  one  reverses 
their  decision 

To  insure  that  they 
remain  free  spirits,  they 
are  responsible  to  our 
corporate  vice  president 
ior  Quality   He  reports 
to  the  Orticv  ol  the 
President 

II  you  have  a  complaint 
about  one  ol  our 
products  or  services, 
please  get  in  touch  with 
the  appropriate  manager. 
He'll  take  it  Irom  there 
And  thank  you  for  letting 
him  know 

We're  working  to 
make  our  products  and 
services  the  standard  lor 
quality,  worldwide    And 
we  want  all  the  help 
we  can  gel 

Especially  yours 

International  Telephone 
and  Telegraph 
Corporation,  }20  Park 
Avenue.  New  York. 
N  V    10022. 

ILLUMINATION  AND 

ELECTRICAL  PRODUCTS 

Aram  Madoian 

ITT  Royal  Electric  Division 

95  Grand  Avenue 

Pawtucket,  Rhode  Island 

02862 

lack  Seith 

ITT  Lighting  Fixture  Division 

Wakefield  Operation 

P  O   Box  195 

Vermilion.  Ohio  44089 

Donald  Flood 

Art  Metal 

1814  East  40th  Street 

Cleveland,  Ohio  44103 

Ezra  Higginbottom 

American  Electric 

Southaven,  Mississippi  38671 

Douglas  Mertz 

ITT  targe  tamp 

330  Lynnway 

Lynn,  Massachusetts  01901 


Ray  Cook 

ITT  Lustra 

180  Manor  Road 

East  Rutherford 

New  Jersey  07073 

William  Ingham 

ITT  Phololamp 

133  Terminal  Avenue 

P  O    Box  768 

Clark,  New  Jersey  07066 

Sherman  Dickinson 

ITT  Vulcan 

Kezar  Falls.  Maine  04047 

DLFLNSE-SPACE  CROUP 

Paul  Cerardi 

ITT  Aerospace/Optical  Div. 

15151  Bledsoe  Street 

San  Fernando 

Calilornia  91 

Maxwell  C   Dettman 

ITT  Arctic  Services.  Inc. 

6!3  Industrial  Avenue 

Parjmus.  New  Jersey  07652 

Ed  Shanayda 

£/ectro/Opti(  j/  Operations 

3700  East  Pontiac  Street 

Fort  Wayne,  Indiana  4()H0I 

George  Schmit/ 

ITT  Electron  Tube  Div 

P  O    Box  100 

Easton,  Pennsylvania  !804_> 

Dodson  Cundilf 

I  fei  "ii  Optical  Tubes 

P  O   Box  7065 

Roanoke,  Virginia  24019 

Jay  Belfei 

ITT  Avionics  Div 

390  Washington  Avenue 

Nutley,  New  lersey  07110 

lames  Cowan 

ITT  Cannon  I  lei  Uil 

3208  Humboldt  Street 

Los  Angeles,  California  9001I 

Al  Gunneson 

tTT  Dell 

Communications  Div. 

492  River  Road 

Nutley,  New  Jersey  07110 

Al  Visconti 

federal  Elet  trie  Corp 

621  Industrial  Avenue 

Paramus,  New  Jersey  07652 

Alvin  Porter 

llillan,  Inc. 

~H2\  Orion  Avenue 

Van  Nuys,  California  91409 

Arthur  Chaplin 

ITT  Space 

Communications    mc 

69  Spring  Street 

Ramsey,  New  Jersey  07446 

NATURAL  RESOURCES 

R.  S   Byers 

Pennsylvania  Class  Sand  Corp 

Berkeley  Springs 

West  Virginia  25411 


Dr.  S.  Earll  Church 

ITT  Rayonier,  tnc. 

161  E.  42nd  Street 

New  York,  New  York  10017 

Charles  Burdell 

Southern  Wood  Piedmont  Co. 

P.O.  Box  90908 

Atlanta,  Georgia  30344 

ELECTROMECHANICAL 

COMPONENTS 

Jack  Conover 

ITT  Blackburn  Co 

1525  Woodson  Road 

St   Louis,  Missouri  63114 

Lawrence  Maurer 

ETC  Incorpoi 

990  East  67th  Street 

Cleveland,  Ohio  44103 

Robert  Doerr 

ITT  tennings 

V  O   Box  1278 

San  Jose,  California  95108 

Roger  Harmon 

ITT  Surprenant  Div. 

172  Sterling  Street 

Clinton,  Mass.' 

DATA  EQUIPMENT, 
SYSTEMS  &  SERVICES 
Henry  Lions 
D.ii.1  Equipment  .\ 

187  East  Union  Avenue 

East  Rutherlord 

New  lersey  07073 

William  Ernst 

in  Dai 

P.O.  Box  402 

Rt.  17  &  Garden  Slate  Pkwy. 

Paramus,  New  Jersey  07652 

INTERNATIONAL 

COMMUNICATIONS 

Stanley  Pearson 

III  \\  odd  Communications 

67  Broad  Street 

New  York,  New  York  10004 

CONSUMER  AND 

BUSINESS  SERVICES 

COMPANIES 

lames  Butler 

11 1  Sheraton  (  orp 

of  Amrru  .1 

470  Atlantic  Avenue 

Boston,  Ma  isachusetts  02210 

Paul  Khan 

ITT  Cuntinenl.il  Baking  Co 

P  O    Box  731 

Halstead  Avenue 

Rye,  New  York  10580 

Beniamm  Murray 

Morion  frozen  foods 

P.O.  Box  731 

Halstead  Avenue 

Rye,  New  York  10580 

Robert  Oliver 

ITT  Cwaltney,  Im 

Smithficld,  Virginia  23430 


ITT  SEMICONDUCTORS 

Philip  Pantano 

ITT  Semiconductors 

P.O.  Box  168 

Lawrence 

Massachusetts  01841 

Robert  Straley 

ITT  Semiconductors 

P.O.  Box  3049 

Wesl  Palm  Beach 

I  lorida  33402 

TELECOMMUNICATIONS 

DIVISION 

Bill  Davis 

ill  Telet  ommunit  ations 

Apparatus  Department 

Fulton  Drive 

Corinth,  Mississippi  38834 

I  lerbert  Ross 

II I  Telecommunication 

i  It  i  tronic  Switching  Center 

Des  Plaines,  Illinois  60018 

Harry  Blackington 

II I  Telecommynit  ations 

Switching  Department 

relet  om  Drive 

Milan,  Tennessee  38358 

Donald  Allen 

/  /  /  /  e/e<  timmiiiiK  ations 

Transmission  Department 

2912  Wake  Forest  Road 

Raleigh,  North  Carolina  27611 

COMMUNICATIONS 

COMPANIES 

K    Albert  Gogolen 

ITT  Communii  .iiions 

Equipment  and  systems  Div 

60  Washington  Street 

Hartford,  Conner  Ik  ui  06106 

Dale  Hoffman 

II 1  Terryphone  (  orp 

P  ()    Box  4038 

Harrisburg 

Pennsylvania  17111 

TECHNICAL  AND 
INDUSTRIAL  PRODUCTS 
Raymond  W.  Sharp 
ITT  Abrasive  Products  Co. 

I'  O    Box  788 

I  ilim,  Ohio  44883 

Robert  Reich 

ITT  Aerospace  Controls 

1200  South  Flower  Street 

Burbank,  California  91502 

Hugh  Raney 

ITT  Barton  Instruments 

580  Monterey  Pass  Road 

Monterey  Park 

California  91755 

Ernest  Bock 

I7T  Bell  X.  Cosset!  Hydronics 

8200  North  Austin  Avenue 

Morton  Grove,  Illinois  60053 

Colton  Hester 

ITT  Thompson  Industries,  Inc. 

Circuit  Controls 

P.O.  Box  855 

Bainbridge,  Georgia  31717 

Alfred  Hyma 

ITT  Jackson 

American  Drive 

P.O.  Box  2648 

Madison  Industrial  Park 

Jackson,  Tennessee  38301 


John  Dwyer 

ITT  Hammel-Dahl 

175  Post  Road 

Warwick,  Rhode  Island  02888 

Joseph  Orlando 

ITT  Harper.  Inc. 

8200  Lehigh  Avenue 

Morton  Grove,  Illinois  60053 

Paul  Fox 

ITT  General  Controls 

801  Allen  Avenue 

Glendale,  California  91201 

William  L    Bruce 

II I  l.iltsio  Products 

1 485  Dale  Way 

(  osla  Mesa,  California  92626 

lee  Wan  Lenten 

II I   M.irlow 
445  Godwin  Avenue 
Midland  Park 
New  lersey  07432 
Michael  Simone 

Neshlll 

Slate  Road  &  Rhawn  Street 
Philadelphia 

Pennsylvania  19136 

Ralph  Wesl 

Reznot 

McKinley  Avenue 

Mercer,  Pennsylvania  16137 

Robert  Radunz 

ITT  Thermotech.  Inc. 

1202  South  Fifth  Street 

Hopkins,  Minnesota  55343 

Robert  lovell 

ITT  Thompson  industries,  inc. 

United  Plastics  Div 

P  0    Box  59! 

Bainbridge,  Georgia  11717 

CARIBBEAN  COMPANIES 

William  Mueller 

ITT  Caribbean 

Manufacturing  Co 

GPO  Box  3665 

San  Juan,  Puerto  Rico  00936 

William  Dorvillier 

ITT  Western  Hemisphere 

Dirvi  lories    Inc 

GPO  Box  1225 

Halo  Rey,  Puerto  Rico  00919 

Gerard  Brunn 

Virgin  Islands 

Telephone  Corp. 

P.O.  Box  1141 

Charlotte  Amalie 

St.  Thomas 

Virgin  Islands  00801 

ITT 

SERVING  PEOPLE 

AND  NATIONS  EVERYWHERE 


AMF 

mixes  business 
with  pleasure. 

Profitably. 


Inspecting  a  pipeline  and  improving  a 
The  business  of  life,  the  pleasure  of  life 

We  have  a  theory  about  business.  It  comes 
from  the  study  of  man. 

It  says  that  because  man  has  only  two 
hands,  he  can  only  handle  two  flying  objects 
at  the  same  time.  Any  more  than  that  and 
he's  juggling,  and  you  can't  afford  to  juggle 

In  one  hand  we  handle  industrial  products 
that  ire   as.  -  md  save  time.  An 

example  >ection  of  oil  and  gas 

pipeandtubul  by  Tuboscope,  an 

AMF  subsidiary.  These  new  tools  of 
technology  check,  the  integrity  of  the  pipe 
both  before  it  is  pu i  intotr    ground  and 
while  it  is  in  service.  Si    es  money,  trouble, 


bowling  line. 


and  time.  Speeds  production  and  improves 
service  life. 

This  is  where  our  other  hand  comes  in.  In 
that  one  we  handle  leisure  products  that  help 
man  enjoy  the  time  saved.  Golf  clubs,  tennis 
racquets,  skis,  sailboats.  And  bowling. 
Especially  bowling.  It  was  AMF's 
Pinspotters  that  revolutionized  the  sport; 
and  today — all  over  the  world— bowling's 
first  name  is  AMF. 

Pipeline  inspection  to  serve  millions, 
bowling  for  millions.  Industry  and  leisure. 
Is  it  any  wonder  that  we're  setting  new- 
records— in  growth,  sales,  and  profits? 

AMF  Incorporated,  261  Madison  Ave., 
New  York,  N.Y.  10016.    /±Jty\f= 


Faces  Behind  the  Figures 


(ROLLS 


■JL- 


i 


ROYCE 


Plasiow  of  Rolls-Royce 


Rebirth  of  Rolls? 

David  Plastow,  38,  allowed  him- 
self just  one  beaming  smile  during 
an  interview  otherwise  marked  by 
complete  discretion.  This  was  when 
he  talked  about  the  prospective 
price  of  the  stock  of  the  company 
he  heads.  But  Plastow  quickly 
checked  his  smile  and  said,  soberly: 
"We  want  the  stock  market  rating 
based  on  our  earnings,  not  on  the 
glamour  of  our  name."  The  name: 
Rolls-Royce  Motors,  Ltd. 

Glamour?  For  a  bankrupt  com- 
pany? Yes,  since  Plastow  was  talk- 
ing about  a  Rolls-Royce  stripped 
of  the  ventures  that  threw  it  into 
bankruptcy  and  reduced  it  to  a 
hard  core  of  products  with  world- 


wide renown.  Most  of  the  com- 
pany's volume— $723.6  million  for 
the  last  reported  year,  1969— was 
in  big  aircraft  engines,  but  $100 
million  of  it  was  in  three  small  but 
flourishing  businesses:  luxury  mo- 
tor cars;  small  aircraft  engines;  and 
a  range  of  diesel  engines.  No  soon- 
er had  the  ill-fated  Lockheed  en- 
gine venture  sunk  R-R  into  bank- 
ruptcy than  the  receiver  began  to 
get  offers  from  all  over  the  world 
to  buy  the  name  and  the  healthy 
parts  of  the  business. 

Rut  the  receiver  has  just  about 
decided  that  Rolls-Royce  should 
be  reborn  as  an  independent 
British  company,  with  the  three 
healthy  divisions  spun  off  and  the 
shares  offered  to  the  public. 


In  spite  of  his  relative  youth, 
Plastow  is  no  stranger  to  either 
Rolls-Royce  or  the  auto  industry. 
He  started  at  Vauxhall,  General 
Motors'  British  subsidiary,  and 
came  to  Rolls  13  years  ago  when 
he  was  25.  He  made  his  name  there 
by  reorganizing  Rolls'  dealer  setup. 
Since  Plastow  currently  heads  the 
division  (cars)  that  contributes 
more  than  50'/?  of  the  new  com- 
pany's sales,  he  could  well  be  the 
front-runner  for  the  top  job. 

As  an  auto  veteran,  does  Plas- 
tow really  think  a  $100-million 
company  can  flourish  in  an  indus- 
try where  $l-billion  companies  like 
American  Motors  or  even  Volks- 
wagen are  suffering?  He  does. 

"We  can  increase  production 
from  the  present  2,300  cars  a  year 
up  to  around  3,000  without  any 
further  capital  investment,"  Plas- 
tow told  FOBBES.  And  don't  SCoff 
at  the  low  output;  those  700  cars 
arc  worth  around  $21  million  re- 
tail. But  beyond  that,  he  would 
go  slow.  "It  would  be  easy  to  make 
a  cheap  car  and  call  it  the  Bentley," 
he  said.  "We  could  market  it  easily, 
but  we'd  suffer  in  the  long  run. 

"As  it  is,  demand  still  exceeds 
supply  for  the  Rolls-Royce  car. 
That  might  not  always  be  the  case, 
but  we'll  find  out  in  the  next  few 
years.  After  that,  it's  a  hard  sell  and 
we  know  it.  Right  now,  our  deci- 
sion is  to  make  nothing  smaller, 
nothing  cheaper." 

Plastow  concedes  that  to  make 
it  in  the  limited,  luxury  end  of  this 
turbulent  market,  R-R  will  have  to 
look  smart  in  the  after-sales  service 
area.  "We  made  a  mistake  in  the 
Sixties,"  he  said.  "We  expanded  so 
fast  in  the  U.S.  that  our  service 
lagged.  We  learned.  One  thing  we 
will  be  very  careful  about  in  the 
next  few  years  is  not  to  be  tempted 
into  expanding  too  quickly." 

How  about  the  diesels  and  light 
aircraft  engines?  "Our  diesel  en- 
gines are  different,"  claimed  Plas- 
tow. "We  are  probably  the  only 
firm  that  can  make  low-cost,  high- 
performance  diesel  engines  in  small 
numbers  competitively.  For  exam- 
ple, like  the  ones  for  military  vehi- 
cles such  as  tanks,  of  which  we 
build  only  20  or  30  a  week." 

Underlining  Plastow's  optimism, 
early  this  month  the  official  re- 
ceiver announced  that  1971  auto 
earnings  were  at  record  levels  and 
urged  waiting  for  1972  forecasts 
before  offering  the  stock.  ■ 
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Faces  Behind  the  Figures 


"We  Have  Our  Protectionists  Too" 

"Please,"  says  Nobuhiki  Ushiba, 
"no  more  shocks." 

Ushiba  has  sustained  two  ma- 
jor shocks  in  the  past  3M  months, 
for,  as  Japan's  Ambassador  to 
Washington,  he's  the  man  in  the 
middle  between  the  Nixon  Admin- 
istration and  the  Japanese  govern- 
ment. The  first  shock  came  on 
July  15,  when  President  Nixon  an- 
nounced his  plans  to  visit  Red 
China  without  first  informing  the 
Japanese,  who  had  been  follow- 
ing Washington's  policy  of  being 
frosty  to  Peking.  This  was  a  pain 
in  the  neck  to  the  Japanese.  The 
second  came  on  Aug.  15,  when 
Mr.  Nixon  floated  the  dollar  and 
declared  a  10%  surtax  on  imports. 
This  was  a  pain  in  the  pocketbook. 

The  White  House  has  made  no 
secret  of  the  fact  that  Mr.  Nixon's 
action  was  aimed  primarily  at 
Japan,  which  has  a  $2.5-billion 
trade  surplus  with  the  U.S.  It  was 
designed  to  force  the  Japanese  to 
revalue  the  yen,  increase  the  price 
of  Japanese  goods  in  the  U.S.,  and 
thereby  cut  Japanese  imports. 

Ushiba,  a  61 -year-old  career 
diplomat,  speaks  beautiful  English 
and  speaks  it  diplomatically:  "Your 
shock  with  the  wage-price  freeze 
was  very  good  in  your  country. 
We  are  not  accustomed  to  such 
shock  treatments  from  our  govern- 
ment. Perhaps  we  should  have 
known  this  is  the  way  you  do 
business." 

Since  the  Aug.  15  announce- 
ment, relations  between  the  U.S. 
and  Japan  have  visibly  deteriorat- 
ed, but  Ushiba  does  not  put  the 
entire  blame  on  the  dramatic  way 
in  which  Mi.  Nixon  acted.  Japan 
lias  been  at  fault,  too,  he  admits. 
"We  don't  deny  the  growing  trade 
imbalance  in  our  favor,"  he  says. 
"We  know  now  the  alarm  it  causes 
in  your  country,  ft  is  unfortunate 
that  it  was  not  so  interpreted  in 
Japan  until  recently." 

Privately,  State  Department 
trade  analysts  concede  that  Ushiba 
is   right    in    •  (    blame   for 

the  strain  ions  be- 

tween the  IS      rid  ]  loth 

nations.   Tin     Nixoi     I'  om- 

men  i   S  Mauria  Stans  and 

W  liite  House  aide  Petei  1'lanigan 
thai  visited  i  in  1970  did  not 

make     it     deal     how     seriously     the 

Nixon    Administration  I    the 

growth  of  Japanese  lexliK    imports, 


Ambassador  Ushiba 


they  say.  On  the  other  hand,  they 
point  out— and  Ushiba  agrees  with 
a  wince— the  Japanese,  in  turn, 
made  a  crucial  tactical  error.  They 
bypassed  the  White  House  to  ne- 
gotiate a  deal  with  Wilbur  Mills, 
chairman  of  the  House  Ways  & 
Means  Committee,  under  which 
the  Japanese  textile  manufacturers 
agreed  to  curb  exports  in  exchange 
for  Mills'  promises  to  block  White 
House  quotas  on  Japanese  textiles 
(Forbes,  July  1). 

This  naturally  angered  the 
White  House  and  was,  in  part, 
responsible  for  Mr.  Nixon's  shock 
announcements. 

Says  Ushiba,  in  what  sounds  like 
a  half-hearted  way  to  extenuate 
his  government:  "We  never  nego- 
tiated with  Mr.  Mills  directly.  That 
would  have  been  quite  out  of  or- 
der. But  the  textile  people  did, 
through  an  attorney,  and  we  were 
informed." 

So  what  now?  "We  realize  the 
difficulties  the  world  economy 
laees,  the  monetary  and  trade  prob- 


lems. We  want  to  help."  In  his 
diplomatic  way,  however,  Ushiba 
makes  it  clear  that  the  Japanese 
are  not  simply  going  to  strike  the 
economic  flag  in  total  surrender. 
The  Japanese  government  couldn't 
do  so,  even  if  it  wanted  to. 

He  points  out:  "We  have  our 
protectionists,  too.  And  they  are 
just  as  vocal  as  yours."  The  solu- 
tion, he  says,  must  be  a  multina- 
tional one,  with  the  U.S.  making 
concessions,  too. 

What  is  Japan  willing  to  con- 
cede? It  is  willing  not  only  to  re- 
value the  yen  but  to  put  new,  vol- 
untary restrictions  on  exports  that 
might  damage  U.S.  manufacturers, 
Ushiba  says.  On  top  of  that,  Japan 
is  ready  to  lift  some  of  the  restric- 
tions on  U.S.  investments  in  Japa- 
nese companies.  How  much?  How 
many?  Oh,  that  is  a  matter  for 
negotiations. 

Now  for  the  bargaining.  That 
the  Japanese  can  understand. 
"But  please,"  says  the  Ambassador, 
"please,  no  more  shocks."  ■ 
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IOME  IS  WHERE  THE  READER  READS. 

All  mass  magazines  have  one  important  thing  in  common. 
They  get  their  best  reception  at  home. 

In-home  readers  have  a  chance  to  get  closer  to  your  message. 
That's  why  so  many  advertisers  put  a  premium  on  them. 

We're  partial  to  that  view,  too. 

We  deliver  94%  of  our  almost  33.8  million  adult  readers  right 
where  they  live.  Where  your  ad  can  get  the  most  attention.  Giving 
you  a  higher  percentage  of  in-home  readership  than  Life  or  Digest. 

It  helps  explain  why  an  advertising  dollar  generally  buys  more 
readership  here  than  in  any  other  mass  magazine.  And  why  adver- 
tisers spent  $76  million  in  TV  Guide  last  year,  when  we  carried  more 
advertising  pages  than  Life  or  Digest. 

T  VGuide  brings  your  message  home.  Where  the  reader  reads  best. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


s:  Simmons,  Starch,  PIB. 


Faces  Behind  the  Figures 


A  Touch  of  the  Green 

In  a  country  where  businessmen 
are  more  conservative  than  enter- 
prising and  from  which  ambitious 
youngsters  have  long  departed  for 
more  promising  pastures  overseas, 
Brendan  O'Regan  is  a  rarity.  He  has 
built  a  good-sized  business  at  home 
out  of  apparently  unpromising 
homegrown  ingredients. 

O'Regan,  a  primly  handsome 
man  of  53,  is  a  hotelkeeper's  son 
from  the  little  town  of  Ennis  in 
western  Ireland.  His  native  land 
had  virtually  no  industry.  Its  cli- 
mate, though  mild,  is  scarcely  of 
the  sun-and-sand  variety  that  lures 
tourists.  But  it  had  one  asset: 
Shannon  Airport.  Though  remote 
from  population  centers,  Shannon 
thrived  in  the  early  days  of  transat- 
lantic flying  because  it  was  the  first 
convenient  point  of  land  between 
the  U.S.  and  Europe.  There  young 
O'Regan  got  his  start  hawking 
meals  to  the  early  flying  boats.  As 
transatlantic  flying  boomed  after 
World  War  II,  so  did  Shannon. 
Why  build  a  major  airport  at  Dub- 
lin, the  thrifty  Irish  reasoned,  when 
they  already  had  a  big  one  in  the 
West?  That  decision  made  O'Re- 
gan's  fortune.  From  a  tiny  shop  for 
bargain-hunting  tourists,  he  ex- 
panded Shannon's  duty-free  shop 
until  today  its  sales  are  approach- 
ing   $25    million    a    year.    O'Re- 


gan manages  it  for  a  percentage. 

Next,  O'Regan,  as  chairman  of 
the  Shannon  Free  Airport  Devel- 
opment Co.,  set  up  a  Shannon  free 
industrial  zone,  where  foreign- 
owned  plants  could  process  raw 
materials  or  assemble  components 
imported  duty  free  and  then  ex- 
port them  to  handy  European  mar- 
kets with  no  tax  on  the  profits. 
Eight  thousand  Irish  workers,  many 
of  whom  would  otherwise  have  had 
to  emigrate,  now  find  jobs  there. 
O'Regan,  working  with  the  Irish 
Industrial  Development  Authority 
and  with  generous  tax  exemptions, 
has  scattered  other  plants  over  the 
west  of  Ireland. 

O'Regan  is  more  than  a  bit  wor- 
ried about  U.S.  demands  that  Ire- 
land permit  American  planes  to 
land  at  Dublin  instead  of  transship- 
ping their  passengers  via  Irish  Air 
Lines  at  Shannon.  What,  then,  of 
Shannon's  duty-free  shop?  But 
O'Regan  has  long  been  busy  mak- 
ing western  Ireland  a  tourist  area 
worth  visiting  for  its  own  sake. 

By  restoring  some  ancient  but 
tumbledown  castles,  he  now  enter- 
tains 100,000  tourists  a  year  at 
"medieval"  banquets  complete 
with  Irish  music  and  pageantry. 
His  latest  venture,  Rent  An  Irish 
Cottage,  involves  building  clumps 
of  traditional  thatched  cottages  in 
small  villages— traditional,  that  is, 
except  for  radiant  underfloor  heat 


Brendan  O'Regan 


and  other  conveniences— that  are 
rented  furnished  to  tourists  by  the 
week  or  longer.  Managed  by  Shan- 
non Development,  the  cottages  are 
built  by  a  private  company  with 
funds  put  up  primarily  by  the  vil- 
lagers, who  thus  have  a  keen  in- 
terest in  welcoming  the  visitors  into 
the  life  of  the  town.  The  $50,000 
to  $100,000  a  year  in  new  spend- 
ing that  half-a-dozen  cottages 
bring  to  a  village  can  mean  the 
difference  between  its  life  or  death. 
By  next  year's  end  there  will  be 
nearly  100  such  cottages  over  the 
west  of  Ireland,  but  O'Regan  has 
larger  plans:  "We  could  easily  do 
1,000  in  100  villages."  Who  says 
you  have  to  strike  oil  to  revive  an 
impoverished  area?  ■" 


Theaters,  Not  Stores 

"Shopping  today  is  a  pastime,  and 
we  try  to  make  our  stores  walking 
theaters,"  says  President  Stanley  J. 
Goodman  of  St.  Louis-based  May 
Department  Stores.  And  he  had 
better  love  that  pastime,  for  last 
year  it  enabled  the  U.S.'  third-larg- 
est department  store  chain  ($1.2- 
billion  sales)  to  show  its  first  year- 
to-year  earnings  gain  in  five  years. 

Goodman  had  been  tapped  by 
Chairman  Morton  D.  (Buster) 
to  pull  the  company 
out  of  the  doldrums.  Besides  con- 
centrating  on  building  a  new  fash- 
ion i  s  both  shaken  up 
and  she  ly's  management. 
Each  one  the  12  May  divisions 
has  acquii  w  presidenl  -  ince 
Goodman  men  that  he 
regards  as  \><  receptive  to 
the  new  I"  is  thinking. 
Both  the  stores  and  the  head  office 
have  more  executives;  m  just  two 


years  the  number  of  officers  at  di- 
visional and  corporate  levels  rose 
from   76   to    125. 

"Our  business  used  to  be  dom- 
inated by  what  we  did  last  year," 
says  Goodman.  "It  takes  a  lot  more 
courage  to  shift  out  of  what  was 
good  last  year  into  what  may  be 
good  this  year." 

So  far,  that  shift  seems  to  be 
agreeing  with  the  company.  De- 
spite the  drain  from  its  fast-grow- 
ing Venture  discount  operation, 
which  will  not  break  into  the  black 
before  1972,  May's  first-half  per- 
share  net  leaped  80%  on  an  under- 
\iYi-  sales  gain.  But  the  year's  show- 
ing still  depends,  as  it  always  does 
in  retailing,  on  the  all-important 
fourth  quarter. 

Moreover,  Goodman  still  has  a 
way  to  go.  Even  it  May's  earnings 
this  year  top  $2.50,  vs.  last  year's 
$2.08-a  20%  gain,  it  would  still  be 
well  below  its  1965  earnings  peak 
of  $3.10.  Light  up  the  marquee!  ■ 


Goodman  of  May  Department  Stores 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


October  1, 1971 


2,400,000  Shares 


Drexel  Bond-Debenture  Trading  Fund 


Common  Stock 


Drexel  Bond-Debenture  Trading  Fund  is  a  closed-end,  diversified  management  investment 
company  which  will  invest  principally  in  debt  securities  and  preferred  stock.  The  Fund's 
objective  is  to  seek  a  high  rate  of  return,  primarily  through  potential  capital  appreciation.  It 
will  seek  this  objective  principally  through  short-term  trading  of  higher  quality  debt  securities. 
The  Fund  may  borrow  to  obtain  investment  leverage. 


Price  $25  per  Share 

except  that  in  single  transactions  involving  400  shares  or  more, 

the  Offering  Price  is  reduced  as  described  in  the  Prospectus. 

(Minimum  number  of  shares  is  20) 


Copies  of  the  Prospectus  may  be  obtained  from  your  securities  broker  or  from 


Drexel  Firestone 

INCORPORATED 

60  Broad  Street,  New  York,  N.  Y.  10004 


HeyCompton! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

American  Cyanamid  Co.  Gulf  &  Western  Industries 

(Davis  &  Geek  Dept.  of  (Consolidated  Cigar  Corp.) 

Lederle  Labs)  Johnson  &  Johnson 

American  Motors  Corp.  Morton-Norwich  Products  Inc. 

(Jeep  Corporation)  (Norwich  Pharmacal  Co.) 

Suke'p'ower  Co  New  EnS,and  E,ectric  S*stem 

Fmm^McKesson,  Inc.  JS^^TT'f^  T  ^'^ 

(Norcliff  Laboratories)  Pne,Ps  Dod8e  industries,  Inc. 

General  Electric  Co.  The  Procter  &  Gamble  Co. 

(Hotpoint  Division)  United  States  Steel  Corp. 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan*: 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4 
issues). 


Magazine 

No. 

% 

FORBES 

155 

74.2 

Business  Week 

123 

58.9 

Time 

118 

56.5 

Fortune 

101 

48.3 

U.S.  News  &  World  Report 

55 

26.3 

Newsweek 

50 

23.9 

None  (specified) 

2 

1.0 

If  you  have  checked  more  than  two  of  the  above 

magazines,  whi< 

read  most  thoroughly? 

FORBES 

104 

49.8 

Business  Week 

84 

40.2 

Time 

78 

37.3 

Fortune 

44 

21.1 

U.S.  News  &  World  Report 

28 

13.4 

Newsweek 

28 

13.4 

Not  stated 

14 

6.7 

Now  it's  likely  that  all  the  officers  of  these  important  Compton  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach 
top  executives,  don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top 
clients  constitutes  a  convincing  assortment? 

FORBES  readers  don't  just  own  American  business. 

They  run  it  Forbes:  capitalist  tool 

'Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  July  and 
August,  19/1  by  I  ie  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Compton  Advertising,  Inc. 
clients  (or  their  Paints)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies). 
Of  a  net  mailing  to  301  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and 
comptrollers),  209  or  69.4%  responded. 
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The  Odd  Couple 

It  was  only  three  years  ago  that 
big,  respectable  insurance  outfits 
like  CNA,  John  Hancock  and  New 
England  Mutual  were  boldly  an- 
nouncing their  step  into  the  brave 
new  world  of  mutual  funds.  At  the 
time,  the  sight  of  insurance  com- 
panies and  mutual  funds  coming 
together  was  somewhat  reminiscent 
of  a  mongoose  making  love  to  a 
cobra.  For  years  the  insurance  in- 
dustry had  been  telling  anyone 
who  would  listen  what  a  wretched 
idea  it  was  to  put  money  into  mu- 
tual funds.  Far  better,  the)  cau- 
tioned, to  put  it  in  safer,  sane  in- 
surance whose  values  went  only 
up,  though  perhaps  slowly.  The  in- 
surance companies  felt  they  were 
competing  with  the  funds  for 
money,  which  made  for  a  nasty 
contest.  "It  was  awful,"  shudders 
former  New  York  Daily  News  col- 
umnist William  Doyle,  now  with 
Investors  Diversified  Services. 
"They  hated  each  other." 

What  have  been  the  results  of 
this  odd  courtslupJ  Less  than  spec- 
tacular, to  put  it  charitably. 

I  \A  saw  its  newly  l>ought  Man- 
hattan Fund  lose  half  its  asset 
value  within  22  months.  The  ini- 
tial sales  projections  of  Mutual  of 
New  York,  John  Hancock,  and  oth- 
ers turned  out  to  be,  in  the  words 
of  one  high  John  Hancock  execu- 
tive, "pie  in  the  sky."  (CNA  might 
call  it  "Tsai  in  the  sky.") 

What  happened? 

The  insurance  companies  ran 
into  two  serious  stumbling  blocks: 
timing  and  agent  hostility.  The 
first,  going  into  the  fund  business 
on  the  eve  of  the  stock  market  col- 
lapse, was  simple  bad  luck. 
•  As  for  the  second,  however,  it 
should  not  have  taken  much  in- 
sight to  realize  that  a  group  of  men 
who  had  been  taught  all  their  lives 
to  belittle  mutual  funds  might  be  a 
bit  nonplussed  and  uncomfortable 
at  suddenly  being  told  not  only  to 
accept  their  existence  but  to  sell 
them.  But  apparently  the  sales- 
men's discomfiture  came  as  a  sur- 
prise to  the  insurance  companies. 

Listen  to  Mutual  of  New  York 
Executive  Vice  President  Allen  L. 
Lindley  describe  a  mistake  his  own 
outfit— and  many  others— made  in 
those  early  days:  "They  [the  insur- 
ance companies]  took  a  fellow  in 
the  sales  department  and  said,  'Get 


the  staff  together  and  teach  'em 
how  to  do  it.'  That's  ridiculous.  It's 
a  different  game."  Indeed  it  is. 

Take  commissions.  The  salesman 
who  sells  a  life  insurance  policy 
usually  gets  to  keep  some  50%  of 
the  first  year's  premium.  The  stan- 
dard mutual  fund  sales  charge  is 
only  8.5%,  and  some  in  the  Securi- 
ties &  Exchange  Commission  think 
even  that  is  too  high. 

Besides  the  commission  gap,  the 
insurance  salesman  had  to  face 
mental  adjustments.  "The  life  in- 
surance salesman  thinks  in  terms  of 
how  much  a  purchaser  can  pay  for 
a  policy,"  explains  Lindley.  "He's 
•thinking  in  terms  of  $400  to  $500." 
Says  John  Hancock  vice  president 
of  marketing,  Winthrop  C.  Giles: 
"Life  insurance  agents  didn't  know 
how  to  ask  for  big  sums  of  money." 


One  New  England  Mutual  ex- 
ecutive summed  it  up  this  way:  "If 
Ford  Motor  tried  to  sell  Mustangs 
the  way  we've  tried  to  sell  mutual 
funds,  they'd  still  be  trying  to  sell 
their  first  Mustang." 

Poor  timing.  Bad  preparation. 
Disappointing  results.  Is,  then,  this 
strange  mating  headed  for  the  di- 
vorce courts? 

Surprisingly,  the  evidence  points 
in  precisely  the  opposite  direction. 
A  compilation  in  Wiesenberger's 
mutual  fund  manual  for  1971  re- 
veals that  no  less  than  44%  of  mu- 
tual fund  industry  assets  were  as- 
sociated with  insurance  companies 
by  the  end  of  1970.  Note  that  the 
precise  term  is  "associated  with," 
not  "controlled  by,"  for  the  bulk 
of  that  44%  falls  under  the  head- 
ing   of    mutual    funds    that    own 
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covering 


...used  by  investors,  brokers,  and  money 
managers  in  all  50  states  and  in  67  for- 
eign countries  and  now  available  to  you 
in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  asser  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  alj  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

According  to  the  Investment  Company 
Institute,  cash  locked  up  in  a  strongbox 
would  have  lost  21%  of  its  value  in  the 
decade  1960-1970. 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period  1/1/61- 
12/31/70  (with  all  distributions  rein- 
vested) grew  to  an  average  value  of 
$19,734  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $37,587  — 
the  bottom  fund  declined  in  value  to 
$8,258.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

VITAL  FACTS  ON  FUNDS 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios,  Funds  that  sell  short, 
Hedge,  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  for  each  fund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY: Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
bers; address  and  telephone  number  of 
Transfer  Agent  and  name  of  Custodian; 


name,  address,  and  telephone  number  of 
insurance  affiliate,  if  any;  DOW-JONES 
INDUSTRIAL  AVERAGE-the  High-Low- 
Close  and  dividend  for  each  year  back  to 
1929;  TOTAL  NET  ASSETS-Funds 
Ranked  by  Size;  Glossary  of  mutual  fund 
terms;  Each  fund's  ten  largest  Portfolio 
Positions;  and  many  more  pages  of 
information. 

A  THINKING  MAN'S  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
deceptive:  With  hundreds  of  mutual  funds 
to  choose  from,  you  can  make  an  intelli- 
gent selection  only  if  you  dig  behind  the 
record.  For  example,  what  changes  have 
occurred  in  management,  investment 
objective  and  investment  policy?  Fund- 
Scope  gives  you  this  vital  information, 
saving  you  tedious  hours  of  research. 


SPECIAL  TRIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  1971  Mutual  Fund  Guide.  The  new 
mutual  fund  bible.  (THIS  GUIDE  ALONE 
SELLS  FOR  $15.) 

2)  You'll  also  receive  the  October,  Novem- 
ber and  December  issues. 

During  the  past  year,  each  monthly  issue 
averaged  784  pages  per  issue!  No  other 
publication  approaches  FundScope's  in- 
depth  reviews  of  selected  mutual  funds 
and  featured  articles  on  subjects  of  vital 
interest  to  mutual  fund  shareholders  and 
professionals. 

3)  PLUS  4  big  bonus  reports:  "Are  No-Load 
Funds  A  Bargain?";  "Which  Funds  Were 
Top  Performers?";  "Which  Funds  Per- 
formed Well  In  Up  And  Down  Markets?"; 
"How  Does  FundScope  Rate  Your  Fund?" 
ALL  YOURS  WITH  A  TRIAL  SUBSCRIP- 
TION. 

ACT  NOW:  MAIL  YOUR  $17.00  TODAY,  or 

if  you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription,  send 
$50.00  (10-day  returnable  guarantee). 


NOTE:  FundScope  does  nof  sell  mutual  funds  or  have  any  connection 
whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 


FundScope 


Dept.  F-22,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067 


The  Funds 


or    control    insurance    companies. 

Many  of  these  fund  outfits  were 
starting  or  buying  insurance  busi- 
nesses long  before  the  splashy  get- 
togethers  of  1968-69.  IDS,  for  ex- 
ample, started  putting  its  life  in- 
surance company  together  back  in 
1957.  However,  like  the  insurance 
companies  that  went  into  funds, 
IDS  had  its  own  share  of  initial 
salesmen  problems:  Even  today, 
14  years  later,  its  insurance  assets 
are  approaching  only  $109  million, 
a  meager  sum  compared  with  New 
England  Mutual's  $4  billion. 

But  slow  growth  notwithstand- 
ing, both  funds  and  insurance  com- 
panies have  good  reasons  for  avoid- 
ing divorce.  "Our  agents,"  says 
George  G.  Joseph,  marketing  boss 
of  New  England  Mutual,  "are  find- 
ing that  if  they  can  talk  objectively 
with  a  man  about  his  financial 
needs,  they'll  sell  him  life  insur- 
ance and  then  have  him  accumu- 
late funds  on  a  regular  basis.  Our 
agent  stays  in  control.  Much  more 
profitable  that  way." 

As  insurance  men  well  know, 
most  life  insurance  is  purchased  by 
people  between  21  and  39,  the 
least  by  people  age  50  and  up. 
With  mutual  funds  it  is  just  the 
reverse.  Why  shouldn't  insurance 
salesmen  have  their  own  funds  to 
tap  the  over-50  market,  especially 
since  they  know  the  potential 
customers  already? 

Another  trend  that  changed  the 
minds  of  many  insurance  com- 
panies about  funds  was  what  hap- 
pened to  many  insurance  settle- 
ments. "Someone  else  comes  along 
and  tells  the  widow  how  to  invest 
it,"  says  MONY's  Lindley.  "Often- 
times, it's  a  mutual  fund."  Instead 
of  losing  those  hundreds  of  mil- 
lions, why  not  recapture  much  of 
it  with  your  own  mutual  fund? 

Mutual  funds  with  captive  sales 
forces,  on  the  other  hand,  are  find- 
ing that  the  best  way  to  live 
through  a  fund  drought  like  1970- 
71  is  to  be  able  to  offer  customers 
other  products.  Like  insurance. 

But  the  real  clincher  may  be 
this:  According  to  a  survey  done 
for  the  Investment  Company  Insti- 
tute, only  30%  of  the  American 
people  have  even  heard  of  mutual 
funds;  with  tens  of  thousands  of 
insurance  salesmen  tooting  the 
fund  horn,  that  awareness  should 
grow  markedly.  The  way  fund  sales 
have  been  lately,  the  industry 
needs  every  salesman  it  can  get.  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering 

is  made  only  by  the  Prospectus.  This  is  published  on  behalf  of  only  such  of  the  undersigned  as  are 

qualified  to  act  as  dealers  in  securities  in  the  respective  States. 

Sew  Issue  October  5, 1971 


#100,000,000 


^^3  Tennecolnc. 

First  Mortgage  Pipe  Line  Bonds,  SlA%  Series  due  1991 

(Due  October  1,1991) 


Price  100.50% 

plus  accrued  interest  from  October  1,  1971 


Copies  of  the  Prospectus  may  be  obtained  from-  only  such  of  the  undersigned 
as  are  qualified  to  act  as  dealers  in  the  respective  States. 


Stone  &  Webster  Securities  Corporation 

White,Weld&Co. 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 
Blyth  &  Co.,  Inc.     The  First  Boston  Corporation    Drexel  Firestone    duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes       Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Salomon  Brothers  Smith,  Barney  &  Co.  Wertheim  &  Co. 

Incorporated 

Dean  Witter  &  Co.  Bache  &  Co.  EuroPartners  Securities  Corporation 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Reynolds  Securities  Inc. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Debentures. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

General  Motors  Acceptance  Corporation 

73A%  Debentures  Due  October  1, 1994 


Interest  payable  April  1  and  October  1 


Price  99V4%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Debentures  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.             THE  FIRST  BOSTON  CORPORATION  KVHN,  LOEB  &  CO. 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BLYTH  &  CO.,  INC.                           DREXEL  FIRESTONE  duPONT  GLORE  FORGAN 

Incorporated  Incorporated 

EASTMAN  DILLON,  UNION  SECURITIES  &  CO.  GOLDMAN,  SACHS  &  CO. 

Incorporated 

HALSEY,  STUART  &  CO.  INC.  HORN  BLOWER  &  WEEKSHEMPHILL,  NOYES 

KIDDER,  PEA  BODY  &  CO.                      LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS 

Incorporated  Incorporated 

LOEB,  RHOADES  &  CO.         PAINE,  WEBBER,  JACKSON  &  CURTIS  SMITH,  BARNEY  &  CO. 

Incorporated  Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORATION  WERTHEIM  &  CO. 

WHITE,  WELD  &  CO.                                     DEAN  WITTER  &  CO.  BACHE  &  CO. 

Incorporated  Incorporated 

September  28,  1971. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production ) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories ) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services9  (Dept  ot  Commerce 


JULY  127.2 

AUG 1264 

SEPT. 1254 

OCT 122.0 

NOV 119.5 

DEC.  119.6 

JAN 1212 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY 135.5 

JUNE 136.4 

JULY  137.3 

AUG.  (Prel.)    137.7 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Don't  Expect  Too  Much  Too  Soon 


r  you  were  active  in  the  stock  mar- 
et,  either  as  a  trader  or  as  an  in- 
vestor, you  probably  have  vivid  mem- 
>ries  of  how  fast  you  seemed  to  be 
Baking  mone>  (or  accumulating  a 
ortune)  back  in  the  years  1953 
hrough  January  of  1966,  when  the 
)JI  advanced  from  a  low  of  255  to  a 
ligh  of  1000.55  in  about  13  years. 

With  that  experience,  it  is  not 
trange  that  some  enthusiasts  began 
o  buy  growth  stocks,  investment 
xwnsel  and  mutual  funds  on  the 
heory,  expressed  or  implied,  that  by 
ompounding  dividends  and  adding 
apital  gains  some  fancy  results  could 
ye  obtained.  There  was  talk  of  ex- 
acting 15£  or  20%  compounded  an- 
vuallv,  and  a  few  supersalesmen  even 
alked  30?! 

Actually,  results  like  these  are  sel- 
lom  attained;  and  when  they  are  at- 
ained  or  approximated  it  is  likely  to 
ye  only  in  a  period  of  feverish  specu- 
ation  (like  the  late  1950s  and  the 
1960s),  or  through  one  or  two  spec- 
acular  stocks  like  IBM  or  Xerox  in 
hose  years. 

The  mathematics  of  compound  in- 
erest  is  fascinating.  A  glance  at  the 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
xchange  film  of  W.  f    Hutton  &  Co. 
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following  table  shows  how  $1,000, 
compounded  at  the  rates  indicated, 
would  grow. 

5  years   10  years  15  years  20  years 

At   5%     $1,276  $1,628     $2,078    $2,653 

At   6%      '1,338  1,790      2,396      3,307 

At   7%        1,402  1,967       2,759       3,869 

At   8%        1,469  2,158       3,172      4,660 

At  10%  1,610  2,593  4,117  6,727 
The  exact  figures  may  differ,  depending  on  how  the 

fractions   are   rounded  out.    Figures   were   taken   from 

standard  tables. 

The  Wiesenberger  figures  on  mu- 
tual fund  performance  for  the  period 
ended  with  June  1971  for  10&  years 
show  that  the  large  growth  funds 
sustained  an  average  appreciation 
(dividends  plus  capital  gains)  of 
54.5%,  which  is  less  than  money  com- 
pounded at  5%  interest.  Remember 
this  lOM-year  period  covered  some 
very  good  years  as  well  as  some  very 
bad  ones. 

The  trouble  with  "expecting"  a 
compounded  gain  of  better  than  6% 
or  7%  a  year  is  that  the  very  bad 
years,  like  1970,  tend  to  more  than 
offset  the  very  good  years,  such  as 
1964  or  1965.  Some  of  these  big  mu- 
tual funds  which  presented  such  sen- 
sational performances  in  1965-68 
just  gave  it  all  back,  and  sometimes 


more,  in  1969  and  1970.  Their  per- 
formance is  not  too  far  out  of  line 
with  that  of  individual  investors. 

If  you  go  back  over  the  record,  you 
will  find  that  there  are  periods  in 
which  stocks  have  provided  investors 
with  drab  results,  and  periods  when 
results  have  been  good.  Unpleasant 
as  it  may  seem,  the  stock  market  as  a 
whole  has  not  been  making  any  net 
progress  (to  new  highs)  since  1966. 
Unless  the  DJI  goes  above  1001  (in- 
traday)  before  the  end  of  1971,  this 
will  be  the  fifth  consecutive  year  in 
which  the  market  has  not  made  a  new 
record  high.  It  almost  inevitably  fol- 
lows that  we  are  not  in  a  bull  market, 
and  that  the  average  common  stock 
portfolio  probably  is  not  doing  as  well 
as  the  average  newly  spawned  bond 
portfolio.  A  representative  bond  port- 
folio put  together  in  the  past  18 
months  should  be  yielding  more  than 
8%  annually  plus  some  appreciation. 

The  absurdity  of  expecting  10%  a 
year  over  a  period  of  years  is  illus- 
trated by  the  fact  that  $1,000  at  10% 
compounded  annually  in  25  years 
grows  to  $10,834.  Over  the  past  25 
years  appreciation  like  this  has  been 
possible  in  an  Avon,  a  Xerox,  an  IBM, 
or  a  Skyline,  but,  in  practice,  hardly 
any  portfolios  have  had  more  than 
two  stocks  like  these,  and  perfor- 
mance has  been  diluted  by  such  neu- 
tral stocks  as  American  Telephone,  du 
Pont,  United  Fruit  and  Chesapeake 
&  Ohio— not  to  mention  the  Penn 
Centrals  and  the  Littons. 

The  point  I  want  to  make  is  that 
this  is  not  a  time  when  the  average 
person  is  likely  to  do  outstandingly 
well    in    the    stock    market.     Perfor- 
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mance  of  most  portfolios  since  1969 
has  been  just  about  neutral,  or  a  lit- 
tle worse  than  that.  It  may  be  pos- 
sible to  obtain  5%  to  8%  compounded 
if  you  have  a  better-than-average 
portfolio,  but  anything  like  10%  or 
15%  is  highly  improbable  for  a  while. 
We  are  most  unlikely  to  go  back  into 
the  rip-roaring  bull  markets  of  the 
late  1960s. 

Coming  back  to  one  of  my  favorite 
themes,  the  way  to  accumulate  a 
fortune  in  the  stock  market  today  is 
still  about  the  same  way  it  always 
was.  In  the  first  place,  you  discipline 
yourself  to  save  a  specific  amount  of 
new  capital  each  month,  whether  you 
can  afford  it  or  not.  Second,  you  nev- 
er spend  a  dividend,  always  com- 
pounding dividends  and  interest  back 
into  principal.  Third,  you  pay  all 
capital  gains  or  income  taxes  on  your 
securities  out  of  your  other  current 
income.  Fourth,  you  confine  the  bulk 
of  your  portfolio  to  high  quality  blue 
chips,  with  only  small  amounts  of 
speculative  issues  carefully  selected. 
Fifth,  in  making  switches  you  sell  the 
stocks  which  you  hold  at  a  loss  and 
keep  those  which  you  hold  at  a  prof- 
it. There  may  be  exceptions  once  in 
a  while  to  points  four  and  five,  but 
there  never  should  be  any  exceptions 
to  points  one,  two  and  three. 

A  Tame  Market 

What  about  the  near  term  in  the 
stock  market,  the  next  three  or  six 
months?  Probably  more  of  the  same: 
no  bear  market,  no  bull  market,  just  a 
tame,  selective  market  that  usually  is 
a  sale  by  traders  when  it  looks  best 
and  a  purchase  when  it  looks  worst. 

The  public  is  not  likely  to  be  tak- 
ing money  out  of  the  savings  banks 
and  savings  &  loans  to  buy  stocks  un- 
til results  are  better  than  they  have 
been  for  the  past  two  or  three  years. 
The  mutual  funds  are  not  getting 
much  new  money  on  balance,  but 
they  will  continue  to  trade  faster  than 
the  public  or  the  pension  funds.  The 
pension  funds  will  put  a  higher  per- 
centage into  bonds  than  into  stocks. 

To  do  well  in  the  stock  market  I 
surmise  that  you  should  own  more 
blue  chips  than  growth  stocks,  more 
cyclicals  than  noncyclicals,  more  old 
issues  than  new  issues,  and  that  you 
should  pretty  much  avoid  the  com- 
puters, the  electronic  and  the  fast 
food  stocks.  In  other  words,  stay 
away  from  the  fallen  angels. 

If  the  steels  really  go  down  on 
these  terrible  earnings  reports  which 
are  coming  out  for  the  third  quarter, 
I  would  buy  some  Bethlehem  (25) 
and  some  National  Steel  (41).   ■ 


Mr.  Bid  is  in  Europe  on  business. 
His  column  will  be  in  the  next  issue. 
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Bob  Cousy 

can  do  it, 

so  can  you. 


Bob's  a  Big  Brother. 

Each  week,  he  spends  a  little 
time  with  a  fatherless  boy. 

America  has  a  million  and  a 
half  boys  who  need  a  man  for  a 
friend. 

One  man.  One  boy.  Man  to 
man.  That's  Big  Brothers. 

Call  your  local  Big  Brothers 
agency  and  spend  a  little  time 
with  one  of  the  boys. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Rising  Supply  vs.  Diminishing  Demand 


Last  month,  as  the  Dow  was  settling 
back  into  the  upper  800s  and  the 
stock  market  climate  turned  clammy 
in  a  pre-Phase  Two  fog,  some  ana- 
lysts were  talking  bear  market  again. 
They  were  deeply  concerned  because 
sales  of  stock  by  individual  investors 
this  year  had  been  exceeding  pur- 
chases by  a  huge  margin;  institutional 
investors'  ability  to  increase  their 
stock  holdings  seemed  necessarily  di- 
minished after  their  first-quarter  buy- 
ing splurge;  and  the  volume  of  new 
stock  issues  (in  excess  of  retirements) 
was  likely  to  keep  rising  as  more  cor- 
porations sought  added  equity  capi- 
tal. The  combination— rising  supply 
vs.  diminishing  demand— appeared  to 
threaten  a  stock  market  collapse.  Or 
did  it? 

Not  that  I  dispute  the  facts— or  at 
least  the  statistics,  which  are  easily 
extracted  from  the  Federal  Reserve's 
flow-of-funds  tables.  Preliminary  esti- 
mates for  the  first  half  of  1971  in- 
dicate that  individual  investors  sold, 
on  balance,  some  $4.4  billion  worth 
of  stock  and  that  net  new  stock  issues 
totaled  about  $4.8  billion,  making  the 
combined  supply  from  these  two 
sources  approximately  $9.2  billion,  al- 
most all  absorbed  by  institutional  in- 
vestors' net  purchases  plus  a  negligi- 
ble amount  of  net  buying  from  over- 
seas investors. 

Institutional  Buying  Down 

Institutional  net  stock  purchases 
during  those  six  months  alone  were 
equal  to  about  70%  and  80%,  respec- 
tively, of  the  full-year  1969  and  1970 
totals.  So  it  seems  almost  inevitable 
that  institutions  will  be  buying  less 
stock,  on  balance,  during  the  second 
half,  especially  with  the  mutual  funds' 
net  new  cash  inflow  relatively  small 
(if  not  negative)  and  their  collective 
cash  reserves  comparatively  (though 
not  critically)  low.  Net  new  stock  is- 
sues also  were  far  heavier  than  in 
recent  years,  more  than  in  all  of  1969 
and  about  70V  of  the  1970  total,  and 
still  more  were  headed  for  market 
during  this  year's  second  half.  Foreign 
investors  probably  will  not  buy  Amer- 
ican common  stocks  aggressively  un- 
til a  new  and  reasonably  favorable 
parity  for  the  dollar,  relative  to  other 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


major  currencies,  has  been  interna- 
tionally agreed  on— perhaps  a  good 
many  months  hence. 

A  point  to  remember,  however,  is 
that,  in  flow-of-funds  accounting,  the 
totals  for  all  net  stock  sales  will  al- 
ways equal  the  totals  for  all  net  stock 
purchases:    The    accounts    must    bal- 
ance. For  example,  if  institutional  net   ! 
purchases  decline   (and  assuming  on- 
ly a  minor  contribution  from  overseas 
investors  to  either  side  of  the  ledger), 
the  combined  total  for  individuals'  net  • 
sales  and  net  new  stock  issues  must 
also  shrink.  If  the  buy  side  expands, 
the  sell  side  will  appear  to  have  done 
so  too  and  by  the  same  dollar  amount. 
So,  except  on  rare  occasions   (I  think 
this  is  not  one  of  them),  the  flow-of- 
funds  tables  probably  cannot  be  made  t; 
to  yield  reliable  clues   to  the   future  >• 
trend  of  stock  prices. 

Caose-Or  Effect? 

On  the  other  hand,  the  long-term  i 
record  suggests  that  individual  inves-  ,j 
tors  almost  always  sell  more  stock  on 
balance  as  prices  rise  and  less  as  • 
prices  fall;  similarly,  and  understand- 
ably, that  corporations  sell  more  new 
stock  in  a  rising  market  and  less  in  a 
falling  market.  On  the  record,  in  fact, 
price  collapses  cannot  be  unequivocal- 
ly associated  with  concurrent  heavy 
net  selling  by  individuals,  nor  with  a 
rising  volume  of  net  new  stock  issues 
(except  perhaps  in  a  liquidity  crisis, 
which  seems  nowhere  in  sight).  More 
logically,  instead,  one  could  correlate 
expectations  of  rising  net  sales  by  in- 
dividuals and  corporate  issuers  with 
projections  of  generally  rising  prices. 
There  are,  in  other  words,  reasons  to 
believe  that  changes  in  the  volume  of 
supply  from  these  two  sources  re- 
spond to,  rather  than  determine,  the  i 
trend  direction  of  the  overall  stock 
price  movement. 

On  the  demand  side,  too,  it  is  ques- 
tionable that  volume  shifts  have  a  de- 
cisive bearing  on  the  broad  trend  di- 
rection of  prices.  Not  too  long  ago  it 
was  fashionable  to  argue  in  favor  ol 
rising  stock  prices  because  a  growing 
tick'  of  institutional  demand  seemed 
sure  to  outpace  the  potential  supph 
represented  by  individual  investors  i 
net  sales  and  by  corporations'  net  new 
stock  issues,  an  imbalance  that  t( ! 
main'     observers     "logically"     spellec 


90 


FORBES,   OCTOBER    15,    1971 


a  shortage  of  common  stocks. 
The  fact  is  that,  between  the  end 
of  1968  and  mid-1970,  while  stocks 
went  through  the  worst  bear  market 
in  a  generation,  institutional  investors 
bought  more  stock  on  balance  than 
during  any  prior  18-month  period  on 
record.  It's  .1  fact,  too.  that  in  the 
third  quarter  of  1970  the  stock  mar- 
ket was  able  to  stage  and  hold  a  sig- 
nificant recover)  despite  a  sharp  drop 
in  the  rate  of  institutional  net  buying. 
(In  retrospect,  it  seems  clear  that  the 
surplus  buying  power  institutional  in- 
vestors accumulated  in  the  autumn  of 
1970  was  mobilized  in  subsequent 
months  and,  superimposed  on  a  more 
normal  rate  of  buying,  accounted  for 
the  buying  stampede  of  this  year's 
first  quarter.) 

A  "Different"  Bull  Market 

To  sum   it  all   up,   1  can  t  sec  a   se- 
rious threat  to  stock  prices  from  a  pos- 
sibility   that  institutional  demand  may 
grow    at  a  slower  pace  in   the  years 
Uhead    than    during    the    past    decade, 
while  corporations   ina>    have  to  fill  a 
proportionate])    larger    share    of    their 
new-capital  needs  in  the  stock  market 
hau  in  the  bond  market.    This  would 
nereK    mean    that    once-popular    pro- 
actions  of  a  "permanent"  bull  market 
lue  essential!)    to  a  shortfall  of  sup- 
ply   in    face   ot    insatiable    institutional 
liemand    have    to    be    abandoned.    But 
efuting   the   scarcity    thesis   does    not, 
p.so  facto,  establish  a  necessity   to  pro- 
ect  a  bear  market  in  common  stocks, 
doie    properly,    I    think,    one    should 
onclude  that  a  long-term   uptrend   in 
lock  pines  during  the  years  to  come 
vill    not    yield    the    high    rate   of   gain 
woduced   by   the   bull   market    ot    the 
950s  and  1900s. 

In  the  final  analysis,   the  compara- 
nd   desirability    of    common    stocks— 
nd  thus  then   broad  price  trend— will 
lore  likely   be  determined  by   the  re 
itionship   between    long-term    interest 
ites    and    corporate    earnings    pros 
ects    [see   this   column   Oct.   1).   So 
mg* as  long-term   bond  yields  remain 
datively    high  and   investors  are   un- 
illing   to   discount    more    than    a    cy  - 
lical    business    recovery,    stock    price 
ains  are  likely    to  be  relatively   limit- 
1.  Ot  course,  a  multibillion-dollar  re- 
lrn  flow  of  foreign-held  dollars,  once 
irrency      parities     are     satisfactorily 
abilized,  could  give  the  stock  mar- 
it  a  powerful  shot  in  the  arm.  How- 
.'er,  until  a  now  apparently  refortified 
usiness   recovery   promises   to   spark 
istained,  vigorous  long-term  earnings 
owth,  I  would  not  look  for  the  kind 
bull  market  where  selling  just  never 
ems  to  pay.   Meanwhile,  I  do  look 
r   the   Dow   to   move    toward    950 
rfore  too  long  and,  eventually,  close 
or  moderately  over  1000.   ■ 
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Special  Inttoductofy  Trial  Offa! 

Value  Line  for  the  next 

three  months  for  ^g^ 

only  $25 


(REGULAR 
RATEM9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 

already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 

See  for  yourself  how  Value  Line's  investment  advisory  service,  though 

not  "free  of  charge,"  might  help  you  to  maximize  your  investment 

profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 

regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 

a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 

months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 

thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 

have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 

reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 

filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 

Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 

extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 

1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 

and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 

a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 

"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 

SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 

market,  advice  on  investment  policy,  in-depth  analyses  of  especially 

recommended  stocks  and  special  situations,  the  Value  Line  market 

averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 

to  be,  you  may  return  the  material  we  send  you  within  30  days 

for  a  full  and  unquestioned  refund  of  your  $25. 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  ot  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
]]  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax. 


LJ  Payment  enclosed 
Bill 


□ 


me 


Signature 

1621 

Name  (please  print) 

Address 

1      City 

State 

Zip 

^         (No  assignment  of  this 

agreement 

will  be  made  without  subscriber's 

consent.) 
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shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for*200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add— if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 
which  describes  the 
fund  .^contact 
Re&jstered 
Representative  of 
Allstate  Enterprises 
Fund  Sales,  Inc. 
at  Sears,  or  an 
Allstate 
office. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Change  In  Direction 


Looking  at  today's  market,  there 
seemingly  is  no  great  urgency  to  buy 
securities.  But,  apart  from  the  reserve 
buying  power  which  is  prudent  in 
any  period  of  uncertainty,  I  also  be- 
lieve there  is  no  great  urgency  to  sell. 
Mattel-  of  fact,  I  feel  that  the  spark 

for   a    change    ill    direction    is    appeal 

ing  on  tlie  horizon.  For  one  thing, 
the  International  Monetary  Fund 
meetings  should  help  dispel  some  of 
today's  irritants.  For  another,  the  time 
of  resolution  lor  the  Administration's 
new  economic  program  is  at  hand. 

Further,  the  fact  that  this  basically 
is  not  an  era  of  sustained  "instant" 
Stock-market  profits  points  up  one 
consideration:  With  today's  unknowns 

new  to  the  present  generation  of  se- 
curity buyers,  there  is  risk  that  ra- 
tionalization of  the  reasons  lor  a  pause 
for  refreshment  will  be  mistakenly  in- 
terpreted as  .signifying  a  major  change 
in  direction.  In  other  words,  exaggerat- 
ed periods  of  indecision  could  be  part 
and  parcel  of  an  era  such  as  the 
present  when-  billions  of  dollars  of 
pending  new  equity  financing  itself 
can  result  in  a  price  ceiling.  Also,  the 
shifts  in  issue  emphasis  tend  to  exag- 
gerate any  hesitation  in  the  popular 
averages.  Thus,  I  believe  the  change 
in  psychology  from  effervescence  to 
realism  is  healthy. 

In  short,  I  think  this  is  a  period 
when  the  security  buyer  can  continue 
to  operate  on  the  assumption  that 
the  Administration's  program  of  stim- 
ulating the  economy,  of  slowing  in- 
flation and  reducing  unemployment, 
ol  improving  our  world  trade  position 
and  containing  interest  rates  ultimate- 
ly will  he  successful.  True,  the  full 
impact  of  the  program,  even  if  ap- 
proved in  its  entirety,  will  not  be  felt 
until  1972.  Meanwhile,  third-quarter 
earnings  reports  may  not  make  par- 
ticularly exciting  reading,  and  margins 
ol   some  companies  may  he  squeezed 

by  the  wage/ price  freeze.  Hut  secur- 
ities ownership  is  a  business  of  antic- 
ipation   rather    than    actuality,    which 

means  any  nearby  earnings  valley  maj 
he  overlooked, 

Above  all,  it's  easy  to  forget  that 
the  underlying  trend  prior  to  mid-Au- 
gust had  been  "right,"  that  all  that 
was    required   was   a    catalyst    which 

Mi  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  ot  Josephthal  &  Co. 


crystallized   the   latent  strengths.    For 
example,     with     world     raw     material 
prices  declining,  labor  productivity  in- 
creasing  and    the    major   wage   "catcli 
ui)"  settlements  completed,  there  pre- 
viously   had    been   signs   of   a   slowing 
price    trend.    Secondly,    the    business 
trend    was    turning    up— perhaps    only 
grudgingly,      but      up      nevertheless. 
Thirdly,  with  volume  the  key  to  prof-.i 
its  and  industry's  liquidity  much   im-  I 
proved,     business     borrowing     needs 
(and    bond    market    pressures)    were  , 
scheduled  to  lessen. 


Boom  for  Builders 
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All   of   which   suggests    to   me   that  J 
the  ideal  area  of  issue  interest   is  an  i 
industry  or  company  that  has  merit  on 
Mm-   basis  of  today's   investment   real- 1) 
ities,    plus    the    promise    of    being    a  I 
potential  beneficiary  of  the  Adminis-I 
tration's  economic  proposals.  The  resi-w 
dential  building  industry  is  an  excel- J 
lent  illustration  of  the  point.  Not  only  • 
will  this  year's  projected  2-million  lev- 1 
el  of  housing  starts  be  the  highest  in  i 
history,  but  a  10%  gain  is  being  fore 
cast     for     1972.     These     expectations 
stem  partly  from  the  Government  do-  j 
ing  many  things  to  maintain  the  stay- 
ing  power   of   the   boom,    liberalize* 
savings  &  loan  association  regulations, 
plans  to  subsidize  middle-income  rath- 
er than  just   low-income  housing,  etc. 
With    the    fear    of    disintennediation 
(i.e.,  an  outflow  of  money  from  sav- 
ings   institutions)    lessening    and    the 
Federal    Reserve    Board    now    having 
elbow    room  in  which  to  manage  our 
money      supply,      mortgage      money 
should  be  available. 

Interestingly,  signs  of  a  tight  sup- 
ply/demand   situation    already    have' 
appeared   in   the  asphalt   roofing  busi- 
ness where  industry  capacity  has  been 
reduced    through    the    closing   of   old,! « 
inefficient    plants    in    past    years.    And 
the   cause   is   not   just   this   year's   in- 
crease in  new  home  building,  but  tin 
millions    of    homes    built    in    the    lair 
Forties  and  early  Fifties  that  now  re-  - 
quire  reroofing.  This  to  me  means  a  j 
higher   level   of    basic   demand    than* 
ever  before  in  history. 

Jim  Walter  (around  38,  paying  5( 
cents,  with  a  L971  range  of  46-34) 
a  companj  that  earned  an  estimated 
$1.85  per  share  in  the  just-ended  fis 
eal  year,  probably  obtained  about  255 
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How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


he  money  you  have  today  is  to  grow  in 
future  toward  more  income,  or  for  edu- 
on,  travel,  leisure,  retirement,  it  must 
kept  working  full  time  to  achieve  your 
stment  goals. 

'et  you  may  find  that  you  are  actually 
ng  ground  due  to  inflation,  taxes  or  lack 
ime  for  investment  decisions. 
o  help  solve  this  problem,  clients  in  55 
ntries  have  turned  to  The  Danforth 
ociates  Investment  Management  Plan, 
las.  v»e  believe,  proved  especially  effi- 
it  in  providing  continuing  capital  growth 
trvision  for  portfolios  of  from  $5,000 
50.000-on  behalf  of  people  who  recog- 
:  and  can  share  the  risks  and  rewards  of 
mon  stock  investments.  The  cost  is 
Jest,  as  low  as  $100  per  year, 
or  a  complimentary  copy  of  a  42-page 
>rt  describing  this  tested  plan,  its  corn- 
el 0-year  "performance  record, "and  how 
ay  help  you  now,  simply  write  Dept.  P-88 

\e  Danforth  Associates 

ELLESLEY  HILLS,  MASS..  U.S.A.  oai8i 
stment  Management    .    Incorporated  1936 


KING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 
iGlSTERED      SEC.      INVESTMENT      CON 
tACT  MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

SEPT  1971  SELLING  PRICES 
963  FALL  GRAIN  $1  70  per  gallon 

962  FALL  GRAIN  $2.40  per  gallon 

961  FALL  GRAIN  $4  56  per  gallon 

960  FALL  GRAIN  $5  70  per  gallon 

iets  imd  lupplie*  tnbject   to  change  without  notice. 

is  commodity  staple  is  traded  in  dollars, 
srling  or  other  currencies-minimum  $2400- 
d  is  not  subject  to  interest  equalization  tax. 

Pl"i«»  jctk*  'or  P'ntnrrtHt 

ACCRUED   EQUITIES,   INC. 

(Since  1954) 
Write  F.C.  Schoenwald 
2  E.  42nd  St..  NY.,  N.Y.  10017  (212)  MO  1-3595 


Word  of  Mouth" 

•  iy  new  subscriber?  come  to  us  that  way  .  .  .  For 
■on-peripafotic  approach  toward  capital  building, 
King  better  income,  avail  yourself  of  these  penc- 
iling woekly  advisory  letters  SPECIAL  OFFER;  8 
»-ki  trial,  just  $2.  Clip  this  ad.  Mail  today. 
I  Full   refund   it  not  pleased.) 

N  THE    BUCK   INVESTMENT   LETTER 

V  Box  146        Cedar  Ridge,  California  95924 


I  DENVER®  are  quite  the  Fashion 

Jid  Woven  Ties  _     nuite' 


last-to- 

*ast  in  man7 

Jthe  Finest  Stores!  ^^— 

I  S  WIGWAM  WEAVERS  "-^^M^r  r-10 

■'"3  Santa  Fe  Drive  •  Denver,  Colorado  80204 


of  its  operating  profits  from  roofing 
materials,  gypsum  board,  etc.  But, 
with  about  60?  of  the  company's  busi- 
ness residential])7  oriented,  there  is  in- 
ternal earnings  leverage  which  points 
to  a  $2.25-per-share  potential  in  the 
coming  fiscal  year.  This  entrepreneur- 
ially-oriented  company  is  a  major 
builder  of  low-priced  shell  homes  as 
well,  mostly  in  the  rural  South. 

An  Unrecognized  Value 

In  my  opinion,  the  silverware  indus- 
try is  another  little-known  beneficiary 
of  today's  actuality  and  tomorrow's 
promises.  Basic  demand  for  flatware 
is  related  to  marriages,  family  forma- 
tions, consumer  disposable  income, 
confidence— and  all  these  factors  have 
been  on  the  increase.  The  fact  that 
the  Administration's  proposals  are  de- 
signed to  stimulate  consumer  spend- 
ing points  up  the  record  high  level 
of  savings,  plus  the  fact  that  a  more 
normal  spending  rate  theoretically 
would  loosen  some  $10  billion  to  $20 
billion  of  additional  purchasing  pow- 
er. The  President  recently  signed  a 
tariff  quota  that  will  sharply  limit  im- 
ports of  stainless  steel  flatware,  which 
quadrupled  between  1967  and  1970. 

Insilco  (formerly  International  Sil- 
ver, around  18,  paying  70  cents, 
with  a  1971  range  of  21-16)  is  a  ben- 
eficiary of  these  trends.  The  company 
obtained  about  10'i  of  last  year's  earn- 
ings from  the  flatware  business  (in- 
cluding stainless)  as  against  a  more 
normal  25%  contribution.  Its  consum- 
er products  businesses  as  a  whole  (in- 
cluding a  fast-growing  paint  division, 
the  largest  publisher  of  college  year- 
books and  textbooks)  represents  over 
60?  of  the  corporate  total.  With  the 
company's  electronics  division  working 
overtime  supplying  coaxial  cables  to 
the  CATV  market,  I  visualize  full-year 
earnings  of  about  $1.25  per  share  as 
against  $1.09  in  1970.  A  strong  finan- 
cial position  adds  to  what  I  believe  is 
the  basic  attractiveness  of  the  stock. 

In  today's  investment  situation,  two 
points  can  easily  be  overlooked:  1) 
The  institutionalization  of  the  stock 
market  has  resulted  in  more  frequent 
and  more  emphatic  changes  in  issue 
preferences.  2)  History  indicates  that 
the  best-performing  groups  of  any 
given  year  are  more  likely  to  be  found 
in  the  seemingly  pedestrian,  rather 
than  exotic,  areas  of  the  economy. 
Consequently,  my  issue  preferences 
remain  in  the  areas  singled  out  in  past 
columns— the  companies  that  would 
be  beneficiaries  of  the  overall  pros- 
perity required  for  the  health  of  the 
market  as  a  whole,  the  companies 
that  have  an  interesting  earnings  po- 
tential next  year  and  are  selling  at 
below  normal  price-times-earnings 
multiples.  ■ 


Some  men  make 
more  money  in 
the  stock  market 
than  they  do  on 
their  job. 

What's  their  secret? 


No  secret.  Successful  investors  usually 
are  educated  and  know  what  they're  do- 
ing. Consequently,  they  do  it  better.  The 
Stock  Market  Institute  is  a  school  dedi- 
cated to  the  proposition  that  an  educated 
person  can  outperform  a  non-educated 
person  in  a  common  field  of  competition. 
We're  not  suggesting  that  you  quit  your 
job.  We  are  suggesting  you  become  as 
knowledgeable  in  the  market  as  you  are 
in  your  job.  The  Stock  Market  Institute 
teaches  a  planned,  systematic  and  very 
cautious  approach  to  trading  stocks  on 
the  great  regulated  securities  exchanges. 
Look  at  it  this  way:  our  students  are  a 
tiny  minority  of  all  the  people  who  trade 
stock.  This  is  probably  their  greatest  ad- 
vantage. Think  about  it!  Then  fill  out 
our  coupon. 

SJAJBaB    808  Busse  Highway.  Dept.  F-254 

Chicago  (Park  Ridge),  Illinois  60068  I 
(312)825-5511 

Gentlemen:  Please  send  me  a  prospectus  on  the  I 

Stock  Market  Institute  program. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


I 

I 

-\LSUJj 


T.R0WE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.   I»0 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Caution  In  Credibility  Canyon 


While  the  world  hopes  for  the  90- 
day  freeze  to  become  a  felicitous 
thaw,  while  investors  fear  either  a 
hardening  of  policies  into  permafrost 
or  a  watershed  of  long-lived  controls, 
at  least  one  aspect  of  economic  life 
is  already  seeing  unmistakable  expan- 
sion, as  a  result  of  the  New  Economic 
Plan:  the  prediction  business. 

At  their  annual  forecasting  sessions 
last  month,  the  National  Association 
of  Business  Economists  and  The  Con- 
ference Board  sang  a  dulcet  duet  as 
though  their  closely  fitting  scores  had 
been  orchestrated  at  the  White 
House.  The  consensus  of  professional 
economic  forecasters  of  each  group 
predicted:  1)  a  GNP  gain  of  $93 
billion  to  $100  billion  in  1972;  2) 
5.5%  to  6%  real  growth,  along  with  3% 
to  4%  inflation  next  year;  3)  a  drop 
in  unemployment  from  6.1%  as  of  last 
reading  to  about  5%;  4)  sharply  rising 
profits  accompanied  by  lower  inter- 
est rates  and  steadily  rising  industrial 
production.  These  sanguine  expecta- 
tions are  quite  an  endorsement  of  the 
Administration's  emerging  policies, 
because  all  the  actual  August  and 
September  figures  show  is  that  some 
new  tactics  were  needed;  there  was 
no  sign  at  all  that  anything  Washing- 
ton did  had  actually  produced  results. 

The  term  "credibility  gap"  is  so 
overused  as  to  be  meaningless  in  some 
contexts,  yet  like  all  cliches  it  has 
roots  in  fact.  It  found  its  greatest  rel- 
evance during  the  LBJ  years  but  it 
exists  in  the  Nixon  era  as  well.  The 
fleeting  response  of  investors  to  Phase 
One  of  the  New  Economic  Plan  and 
the  universal  edginess  apparent  in 
security  price  action,  as  we  wait  for 
the  unveiling  of  Phase  Two,  prompts 
me  to  infer  that  the  gap  has  widened 
into  a  "credibility  canyon." 

Who  inhabits  this  deep  dark  can- 
yon? Not  the  professionals,  by  and 
large.  Being  professionals  and  mem- 
bers of  forecasting  organizations 
themselves,  institutional  portfolio  man- 
agers and  bank  trust  officers  are  apt 
to  take  seriously  The  Conference 
Board,  NABE,  et  al.  But  the  profes- 
sionals aren't  the  whole  market. 

U.S.  institutional  investors  were  net 
purchasers  of  $8.9  billion  of  common 
stock  in  the  first  six  months  of  1971, 

A  guest  columnist,  Mr.  Stovall  is  a  vice  president  of 
the  NYSE  firm  of  Reynolds  Securities  Inc. 


and  with  the  mutual  funds'  net  cash 
inflow  growth  arrested,  they  came  in- 
to the  post- Aug.  15  period  with  re- 
duced firepower.  Mutual  fund  stock 
buying  in  the  first  half  was  truly  im- 
pressive: It  was  only  $8.5  billion  in  all 
of  1970  and  $9.6  billion  in  1969,  the 
biggest  previous  years  on  record. 

We  can  only  conclude  that  the  pro- 
fessionals are  believers  in  the  New 
Economic  Plan.  It  is,  then,  the  indi- 
vidual investors  like  you  and  me  who 
inhabit  Credibility  Gulch.  The  respec- 
tive academic  schools  seem  unable  to 
prove  themselves  correct  or  their  an- 
tagonists wrong.  Meanwhile,  individ- 
ual shareholders  continue  to  be 
heavy  net  sellers  of  equities. 

Foreigners,  too,  are  huddling  in  our 
Canyon  of  Disbelief.  Preoccupied  with 
currency  relationships  and  fears  that 
the  U.S.  may  export  a  worldwide 
recession,  they  have  bought  very  lit- 
tle American  stock  on  balance  this 
year.  The  buying  power  is  there— as  it 
is  with  individuals— and  can  swell  to 
between  $2  billion  and  $3  billion  an- 
nually again  soon  if  shown  convinc- 
ing leadership.  A  gold  price  change 
might  motivate  foreign  institutional 
investors;  demonstrably  higher  earn- 
ings would  impress  all  investor  classes. 

Play  Catch  Up 

With  the  professionals  already  on 
high  ground  and  the  rest  still  cower- 
ing down  below,  the  market  has  not 
been  responsive  to  widespread  pre- 
dictions that  unencumbered  corporate 
profits  after  taxes  might  rise  15%  more 
or  less  in  1972.  It  is  tempting  to  do  a 
little  arithmetic,  however.  On  the  con- 
servative assumption  that  the  DJI 
composite  earns  $56  plus  in  1971,  at 
900  the  stodgy  old  Dow  Jones  indus- 
trial index  is  16  times  expected  earn- 
ings. A  15%  add-on  would  produce 
DJI  earnings  of  about  $65  for  1972. 
An  unenthusiastic  15  times  earnings 
would  move  the  Dow  up  to  around 
975  some  time  next  year,  while  a 
mildly  enthusiastic  17  times  earnings 


might  power  the  market  to  over  1100 
before  Election  Day  1972.  Tempting, 
but  by  no  means  money  in  the  bank. 

Skepticism  and  disbelief  are  un- 
derstandable in  a  stock  market  which 
has  seen  so  many  turnaround  candi- 
dates of  last  spring  fail  to  show  op- 
erating or  share  price  improvement. 
(VSM,  UOP  and  Maul  Brothers  are 
my  own  contributions  to  this  miasma. ) 
Unrecognized  growth  in  earnings  per 
share  is  still  the  preferable  ploy,  be- 
cause it  doesn't  depend  on  the  timing 
and  extent  of  an  industrial  pickup. 
From  this  point  of  view,  two  stocks  I 
like  were  frequent  visitors  to  the  new 
high  list  last  month:  U.S.  Tobacco 
and  Helme  Products.  Both  are  lead- 
ers in  snuff  and  smoking  tobacco  pro- 
duction, and  both  have  been  busily 
using  their  considerable  cash  throw- 
off  from  their  profitable  but  static 
matrix  business  to  diversify  into  pet 
foods,  snack  foods,  nuts,  candy,  ci- 
gars and  other  low-priced,  high  turn- 
over consumer  items.  U.S.  Tobacco 
has  an  uninterrupted  earnings  growth 
record  extending  back  to  the  1950s. 
Helme  has  been  hampered  by  the 
Schraftt's  Candy  acquisition,  which 
has  been  a  persistent  loser  but  is  now 
approaching  a  break-even  basis. 

A  parallel  concept  has  been  devel- 
oping at  American  Maize-Products, 
with  as  yet  little  recognition.  Upon  its 
60-year-old  maize  products  and 
corn  refining  businesses,  American 
Maize  since  1966  has  added  such  con- 
sumer products  as  King  Edward  ci- 
gars, Boyer  Bros,  candies  and  a  line 
of  coffees  led  by  Savarin,  Medaglia 
d'Oro  and  Brown  Gold.  The  acquisi- 
tions were  accomplished  for  cash  and 
long-term  debt,  the  combined  number 
of  A  and  B  shares  holding  steady  at 
around  3.9  million  since  1966.  De- 
spite price-cutting  in  some  corn  prod- 
uct lines,  which  has  reduced  these 
operations  to  a  25%  contribution  to  es- 
timated corporate  profits  this  year, 
earnings  per  share  are  expected  to  be 
at  a  record  high.  Cigars  are  budgeted 
to  constitute  60%  of  profits,  candy  8% 
and  coffees  7%  for  the  seven  months 
AZE  has  owned  that  business.  Man- 
agement's goal  is  to  move  its  net  prof- 
it margin  from  the  present  4%  to  5% 
over  a  period  of  four  years.  Coiporate 
sales  are  estimated  at  $130  million 
this  year,  perhaps  $145  million  next 
year,  with  the  future  rate  of  gain  de- 
pendent on  acquisitions.  All  in  all,  an 
interesting  catch-up  concept.  ■ 


Recent 
Price 
American  Maize-Products  A    14 

Rising  Earnings  in  Consumer  Goods 

, Earnings  Per  Share « 

1969                   1970                  1971E 
$0.90              $1.13              $1.40 

Dividend 

$0.33 

Helme  Products                    17 

1.30                1.17                1.45 

0.40' 

U.S.  Tobacco                        39 

1.69               2.04               2.45 

1.20 

E-Estimated.  'Plus  3%  stock. 
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(Continued  from  page  13) 

be  of  such  enormous  value  that  the  non- 
readers  should  pay  for  it. 

— STt\  t  N   Fl.  \TAl 

NarwaDc,  Conn. 

Sir:    In    my   opinion,    it    i>    hiuh    time 
the  Post  Office,  a  nonprofit  organization,  be 
fully    compensated    for    its    servici 
thereby  relieve  the  Government  of  sub- 
stantial subsidies. 

— \\  11  1  1  \.\i  \V   Pall 
Hollywood,  Fla. 

Sih:   A  heavy  subsid)    tor  newspapers 

and  in.-  vas  understandable  when 

the  postal   service   began,    but    it   hardly 

now     when     alternate 

communication  means  are  available 

— Fhw<  i>  ( !,  \1  WUI\ 
Buffalo,  \  V 

SlB:  There  an  some  2d  million  filed 
income  people  in  our  country.  Among 
Millions  are  man)  shut-ins  and  or 
people  otherwise  unable  to  go  to  libraries 
or  afford  any  magazine.  The  goal  of  the 
Po>t  Office  is  to  get  out  ot  the  red  ink, 
But  surely  there  must  be  some  less  so- 
cialK  damaging  way,  and  a  more  equi- 
table distribution  of  mailing  OOStS  be- 
tween   junk    mail    and    newspaper-maga- 

zine  rates 

— Oil  oil-   Si  RGI  v\  i 

sir,  Diego,  Calif. 

SlH:     The     statement     tli.it     we     would 

still  ha\e  this  huge  s\st<m  without  com- 

1  mailings  just  isn't  true.   It  could 

be  mechanized  and  standardized  if  only 

letters  and  similar  types  of  communica- 
tions between  individuals  and  between 
firms  were  handled 

— Elmi  it  \     I'  M.I  I  s 
Col bus,  Ohio 

I  feel  so  son)  for  your  contu- 
sion over  postal  rate  increases  that  I 
will  not  extend  my  subscription.  I  en- 
close a  few  eight-cent  stamps  to  help 
pa>  the  cost  of  sending  me  the  few  cop- 
u  -  I  have  coming. 

— L.K.  Blacxerby 
Waverly,  Ohio 

Sih:  This  stuff  (unwanted  mail]  is 
being  delivered  to  me  for  a  mailing  price 
well  below  the  real  cost  to  the  Govern- 
ment and  to  me  as  a  taxpayer.  It  is  for 
this  reason  that  you  publishers  will  not 
get  public  support. 

—Ellis  D.  Slater 
New  York.  N.Y. 

Sih:  Diagnosis:  obesity.  Magazines 
bee  une  fat  and  lazy  upon  a  diet  of 
postal  subsidies  which  approximated 
their  "'profitability." 

—George  M.  Zimmerman 
Hot  Springs,  Ark. 

Sir:  Welcome  to  the  gimme  club. 

-W.R.  Gbofi 
Sapulpa,  Okla. 


INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.INC. 

Investment  Management  Division   Dept   MF015 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address. 


.State. 


.Zip. 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
halt  of  it  for  one  year. 


V 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

Ifyou  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet, "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 
7918  Ivanhoe  Avenue, 
(P.O.Box  351)  Dept   2-10-1 
La  Jolla,  California  92037. 


WHICH   3 

NO  LOADS 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  DUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-10,  P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 


iT/Jfl 


*$#  **i 


ram 


FUND  GUIDE 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 
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Reyholds  is 
constantly 
concerned. 


Constantly  concerned  with  the  investment  welfare  of  each  one  of 
our  clients. 

Because  we  want  to  keep  them— of  course. 

Because  competition  in  our  business  is  about  the  keenest  you  can 
find— more  than  350  member  firms  of  the  New  York  Stock  Exchange 
to  choose  from  with  over  3,500  officers  from  coast  to  coast  and  more 
than  50,000  Registered  Representatives  to  handle  your  business. 

Because  satisfied  customers  today  are  the  best  insurance  we  know 
of  for  more  satisfied  customers— tomorrow. 

So  here  at  Reynolds,  you'll  find  our  concern  expressed  in  a  number 
of  ways. 

By  multimillion  dollar  installations  of  specially  designed  com- 
puterized bookkeeping  and  electronics  communications  systems. 

By  having  enough  Reynolds'  members  on  the  floor  of  the  New  York 
and  American  Stock  Exchanges  to  accomplish  what  we  think  of  as  a 
"Reynolds  execution." 

By  meticulous  attention  to  forms,  records,  confirmations— all  of 
the  bookkeeping  on  your  account. 

By  a  policy  of  controlled  growth  that  is  always  working  to  limit  the 
demands  on  our  capital— and  our  capital  strength. 

And  most  of  all  perhaps,  by  the  perspective  we  try 
to  ingrain  in  every  Reynolds  Account  Executive— a  per- 
spective that  takes  into  account  everything  you  care  to  tell 
him  about  your  over-all  financial  situation  and  holdings, 
the  risks  you  can  afford  and  the  rewards  you  seek,  just 
what  you  hope  for,  both  short  term— and  long. 

If  concern  like  that  seems  to  make  sense  to  you  for 
the  days,  and  months,  and  years  ahead— you  might  like  to 
learn  more  about  Reynolds. 

In  which  case,  you  have  only  to  return  this  coupon. 


lO 

reasons  wby  >ou 
night  be  more 

comfortable  niih 
SO  m  cuniw  at 


Reynolds 

Securities  Inc. 


Yes,  please  mail  me  "10  reasons  why  you  might  be  more 
comfortable  with  an  account  at  Reynolds." 


Name 

Telephone 

Address 

City 

State 

Zip 

Reyholds  Securities  Inc. 

MEMBERS  NEW  YORK  STOCK  EXCHANCE,  INC. 
AND  OTHER  LEAD1NC  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
OFFICES  COAST  TO  COAST 
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Sir:  You  have  always  appeared  to 
stand  for  corporations  taking  care  of 
themselves  and  dealing  with  their  prob- 
lems forthrightly  and  without  Govern- 
ment help.  For  this  reason,  I  was  quite 
surprised  to  see  you  repeat  the  Life 
magazine  editorial.  It  is  certainly  a  de- 
parture from  your  previous  principles  for 
.one  who  has  stood  for  a  self-reliant  cap- 
italism to  defend  an  obviously  subsi- 
dized postal  rate  for  your  company 
and  industry.  The  fact  is  that  publica- 
tions (primarily  magazines)  have  over 
the  years  paid  postage  rates  substan- 
tially less  than  their  cost  of  handling,  as 
a  recognition  by  the  Congress  of  the  in- 
formational and  educational  value  of 
such  publications.  I  have  no  objection  to 
your  seeking  such  a  subsidy  if  you  want, 
nor  to  Congress  granting  such  a  sub- 
sidy. My  objection  is  to  hiding  that  sub- 
sidy in  postal  rates.  If  your  industry  and 
your  magazine  need  to  be  subsidized  in 
order  to  provide  the  American  public 
with  education  and  information,  you 
should  ask  Congress  for  such  help  di- 
rectly. I  personally  have  always  main- 
tained that  we  should  not  subsidize 
American  business.  Moreover,  if  you 
compare  our  costs  to  those  for  postal  ser- 
vice in  other  parts  of  the  world,  you  will 
find  ours  quite  low  in  relation  to  theirs, 
particularly  when  equalized  for  standards 
of  living.  I  think  you  would  still  be  get- 
ting a  bargain  even  though  the  subsidy 
is  eliminated. 

— Winton  M.  Blount 

The  Postmaster  General, 

Washington,  D.C. 

Aside  from  the  admittedly  self-serv- 
ing nature  of  our  complaint,  Forbes  re- 
printed the  Life  editorial  on  the  size 
of  the  proposed  postal  rate  increases  for 
magazines  and  newspapers  because  we 
felt  it  made  two  points  of  fundamental 
importance.  These  increases  do  what 
the  Constitution  forbade  would-be  cen- 
sors from  doing— snuff  out  literally  hun- 
dreds of  magazines  and  newspapers  and 
lower  the  quality  of  many  tluit  survive; 
second,  "The  postal  service,"  points  out 
Life  in  reply  to  Mr.  Blount,  "has  never 
satisfied  either  the  Congress  or  the  users 
of  the  mail  that  it  has  adequate  infor- 
mation on  which  to  base  its  allocation 
of  costs  [by  class  of  mail]."  Forbes 
recognizes  that  postal  rates  must  go  up 
but  feels  these  increases  should  be 
based  on  a  realistic  formula,  not  a  seat- 
of-the-pants  estimate.  And,  in  fairness, 
will  Mr.  Blount  end  the  postal  service 
monopoly,  a  monopoly  now  fortified 
by  law?  Today,  a  would-be  indepen- 
dent mail  carrier  is  not  allowed  to  han- 
dle first-class  mail,  nor  is  he  allowed 
to  deliver  mail  into  mailboxes,  even 
though  the  mailbox  is  purchased  by  the 
recipient,  not  the  Post  Office.  What  about 
franking  privileges  for  Congressmen  and 
governmental  agencies?  Or  fairly  allo- 
cated charges  for  rural  and  home  de- 
livery? Forbes  wants  no  subsidy  but 
favors  more  realistic  postal  rates  for  all 
who  mail  and  get  mail— Fd. 
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Indicated  below  are  those  general  advertisers  who  will  make  additional  information  or  annual  reports  available  to  Forbes 
ders  as  stated  in  their  advertisements  on  the  pages  noted. 


AMF    INCORPORATED  76 

I     Agency:    Fuller  &  Smith  4  Ross  Inc. 


ABRAHAM    4   COMPANY 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


88 


ACCRUED   EQUITIES.   INC.  93 

Agency:    Byrde.    Richard    &    Pound.    Inc. 

UXAN   ALUMINUM 

:ORPORATION  Second  Cover  &  3 

Agency:   J    Walter  Thompson  Company 

W.LSTATE   ENTERPRISES 

5TOCK   FUND.   INC.  92 

Agency:    Leo  Burnett  Company  Inc. 
Advertising 

AMERICAN    SMELTING   AND 

REFINING    COMPANY  32 

Agency:   Clyne  Maxon.  Inc. 

AMERICAN   TELEPHONE 

TELEGRAPH    CO.  60-61 

Agency:    N   W.  Ayer  4  Son  Inc. 

rHE   AUSTIN    COMPANY  67 

Agency:   Fuller  4  Smith  4  Ross  Inc. 


AMES    B.    BEAM    IMPORT 
:ORPORATION 

Agency:    Edward  H   Weiss  and  Co. 

3ETHLEHEM    STEEL    CORPORATION 

Agency:    Van  Brunt  4  Company 

THE  BUCK   INVESTMENT  LETTER 
Agency:    Albert  Frank-Guenther  Law 

3URLINGTON    NORTHERN   INC. 
Agency:   Tatham-Laird  4  Kudner,  Inc 

:alifornia  computer 
'roducts.  inc. 

Agency:   Dailey  4  Associates  Adv 

:essna  aircraft  company 

Agency:    Ogilvy  4  Mather  Inc. 

:rriES  service  company 

Agency:    Hill  and  Knowlton.  Inc. 

■HE    DANFORTH    ASSOCIATES 
Agency:  Wunderman,  Ricotta  4  Kline, 
Inc. 


L  FIRESTONE    INCORPORATED 

Agency:    Doremus  4  Company 

3UBBINGS  ELECTRONICS.   INC. 

Agency:    The  Donroy  Advertising 
Company  Inc 

ENERGY  FUND,  INC. 

Agency:   The  Leo  Baron  Agency  Inc. 


ORBES    MAGAZINE 

.O.R.K.    INTERNATIONAL 

Agency:    FRA  International,  Inc. 

UNDSCOPE 

Agency:    Doremus  4  Company,  Ltd. 

ENERAL   ELECTRIC   COMPANY    ... 

Agency:    Robert  S.  Cragin,  Inc. 

ENERAL   ELECTRIC   CREDIT 
ORPORATION  3rd   Cower 

Agency:    Riedl  Associates  Inc. 
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GREYHOUND   CORPORATION         .19 

Agency:   Grey-North  Inc. 

iROWTH  FUND  RESEARCH.  INC.  .95 

Agency:    Leland  Hill  Advertising 

iROWTH  INDUSTRY  SHARES,  INC.        .88 

Agency:   Hoffman-York,  Inc. 

IARRISON    PUBLISHING    COMPANY        74 

Agency:   Publishers  Advertising  Agency 

HE  HILTON   HEAD  COMPANY    36 

Agency:   Lord,  Geller,  Federico  and 
Partners.  Inc. 


O    INDIANA.   STATE   OF  -  DEPT. 

OF  COMMERCE   4   INDUSTRY  46 

Agency:    Ruben,  Montgomery 
4  Associates,  Inc. 

D    INGERSOLL-RAND    COMPANY  30-31 

Agency:    Beaumont,  Heller  4  Sperling, 
Inc. 

INTERNATIONAL   HARVESTER 

COMPANY  14 

Agency:  Young  4  Rubicam,  Inc. 

INTERNATIONAL  TELEPHONE 

AND   TELEGRAPH    CORPORATION  75 

Agency:    Needham,  Harper  4  Steers, 
Inc  ,  Advertising 

HOWARD   JOHNSON'S 

MOTOR    LODGES  54,   68,   74 

Agency:   Grey  Advertising  Inc. 

THE  JOHNSTON  MUTUAL 

FUND  INC.  90 

Agency:    Pace  Advertising  Agency,  Inc. 

KIDDER.    PEABODY   4   CO. 
INCORPORATED  89 

Agency:  Doremus  4  Company 

ARTHUR   LIPPER  CORPORATION  90 

Agency:   Eisenman  4  Enock  Inc. 

Q    LITTON    ABS  9 

Agency:   Al  Paul  Lefton  Company,  Inc. 

LOS   WIGWAM    WEAVERS  93 

Agency:    Dunshee  and  Company 


D    MCDONNELL   DOUGLAS 

CORPORATION  20 

Agency:   J   Walter  Thompson  Company 

□    MANUFACTURERS    HANOVER 

TRUST    COMPANY  6 

Agency:    Edwin  Bird  Wilson,  Inc 

D    METROPOLITAN    LIFE    INSURANCE 
COMPANY 

Agency:    Young  4  Rubicam,  Inc. 

D    MIAMI    LAKES    INN 
4  COUNTRY  CLUB 

Agency:   Samuel  B.  Crispin 
4  Associates 


59 


58 


MANSFIELD  MILLS,  INC. 

Agency:   The  Bowes  Company 

MINOX    USA 
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54 

Agency:    Herbert  Baker  Advertising,  Inc. 

C    MONONGAHELA    POWER    COMPANY         38 
Agency:   Fahlgren  4  Associates  Inc. 

□  MONSANTO  COMPANY,   INC.      37 

Agency:   The  Advertising  and 
Promotion  Group 

MORGAN    STANLEY   4  CO. 

INCORPORATED  

Agency:    Doremus  4  Company 

D    NAPCO    INDUSTRIES,    INC.     

Agency:  Inter*  Ad  Incorporated 

D    NATIONAL  CAR    RENTAL 
SYSTEM,    INC. 

Agency:    Campbell-Mithun,  Inc. 

□  NORTH   AMERICAN    ROCKWELL 
CORPORATION  

Agency:   CampbellEwald  Company 

D    OKLAHOMA   INDUSTRIAL 
DEVELOPMENT   AND   PARK 

DEPARTMENT  

Agency:   Gelders/Holderby/4  Smith/ 
Inc. 


86 
49 

10 

52 

63 


THE    PADDINGTON   CORPORATION 
(ROYAL  AGES  SCOTCH)    13 

Agency:    Martin  Landey,  Arlow 
Advertising  Inc. 


□    PANASONIC 

(Matsushita   Electric  Corporation 

of   America)     

Agency:   Ted  Bates  4  Company,  Inc. 


□    PITNEY-BOWES,    INC.       47 

Agency:   deGarmo  Inc.  Advertising 


ROWE    PRICE    NEW    ERA 
FUND,    INC. 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

T.    ROWE   PRICE   GROWTH 

STOCK    FUND,    INC.        

Agency:  VanSant.  Dugdale  and 
Company,  Inc. 
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RCA    CORPORATION  4 

Agency:   J.  Walter  Thompson  Company 


D    RAMADA   INNS,    INC. 

Agency:   Owens  4  Associates  Adv. 


62 


REYNOLDS  SECURITIES  INC.  96 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

D    THE   ROYAL  BANK  OF  CANADA  41 

Agency:    Norman,  Craig  4  Kummel 
(Canada)  Ltd. 


□    RYDER   SYSTEM,    INC.  45 

Agency:    Mike  Sloan,  Inc. 

D    SRA    INC.  68 

Agency:    Neale  Advertising  Associates 


SCHENLEY    IMPORT   COMPANY 
DEWAR'S    "WHITE    LABEL" 
SCOTCH    WHISKY  Back    Cover 

Agency:    Leo  Burnett  Company,  Inc. 

SCHENLEY    IMPORT   COMPANY 
PLYMOUTH    GIN  36 

Agency:   The  Shaller-Rubin  Company, 
Inc. 

SEAGRAM    DISTILLERS   COMPANY 
(SEAGRAM'S   EXTRA   DRY  GIN)  44 

Agency:    Warwick  4  Legler,  Inc. 


a    SIMMONS    COMPANY        50-51 

Agency:   APCL4K  Inc. 


SMITH  CORONA    MARCHANT 

Division  of  SCM  CORPORATION  56 

Agency:    Richard  K.  Manoff  Inc. 


SPEAR   4   STAFF,    INC. 
INVESTMENT   MANAGEMENT   DIV.    . 

Agency:   Alfred  S.  Buyer,  Inc. 

STOCK  MARKET  INSTITUTE,   INC. 

Agency:    Kalom/Cohen/Greenbaum/ 
Inc. 


STONE    4  WEBSTER 
SECURITIES    CORPORATION 

Agency:   Doremus  4  Company 


TV   GUIDE    MAGAZINE 

Div.  of  Triangle  Publications,  Inc. 

Agency:   N.  W.  Ayer  4  Son,  Inc. 


TEXACO   INC. 

Agency:    Benton  &  Bowles,  Inc. 
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79 
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11 


D    TIME    INC. 

TIME-LIFE    BOOKS    DIVISION  64-65 

Agency:   Wunderman,  Ricotta  4 
Kline,  Inc. 

UNITED   AIRCRAFT 

CORPORATION  70-71 

Agency:   Cunningham  4  Walsh  Inc. 

THE  VALUE   LINE 

INVESTMENT    SURVEY  91 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

D    WACHOVIA   BANK   4 

TRUST   COMPANY,    N.A.       35 

Agency:    Long,  Haymes  &  Carr.  Inc. 

XEROX    CORPORATION  42-43 

Agency:    Needham,  Harper  4  Steers, 
Inc.,  Advertising 
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What  we  call  an  agreeable  man  is 
he  who  is  endowed  with  the  natural 
bent  to  do  acceptable  things,  from  a 
delight  he  takes  in  them  merely  as 
such.  —Richard  Steele 


What  were  once  vices  are  now  the 
manners  of  the  day.  —Seneca 


Men  are  valued,  not  for  what  they 
are,  but  for  what  they  seem  to  be. 

—Edward  Bulwer-Lytton" 


Affectation  is  an  awkward  and 
forced  imitation  of  what  should  be 
genuine  and  easy,  wanting  the  beauty 
that  accompanies  what  is  natural. 

—John  Locke 


I  hope  you  have  not  been  leading 
a  double  life,  pretending  to  be  wick- 
ed, and  being  really  good  all  the  time. 
That  would  be  hypocrisy. 

—Oscar  Wilde 


Nothing  that  is  natural  is  disgrace- 
ful. —Latin  Proverb 


The  qualities  we  have  do  not  make 
us  so  ridiculous  as  those  we  affect  to 
have.  —La  Rochefoucauld 


Dress  not  thy  thoughts  in  too  fine 
a  raiment.  And  be  not  a  man  of  super- 
fluous words  or  superfluous  deeds. 

—Marcus  Aurelius 


When  a  man  realizes  his  littleness, 
his  greatness  can  appear. 

-H.G.  Wells 


The  great  mind  knows  the  power 
of  gentleness,  only  tries  force  be- 
cause persuasion  fails. 

—Robert  Browning 


Gentle  to  others,  to  himself  severe. 
—Samuel  Rogers 


The  human  heart,  at  whatever  age, 
opens  only  to  the  heart  that  opens 
in   return.  —Maria   Edgeworth 


Acting  is  a  child's  prerogative. 
Children  are  born  to  act.  Usually, 
people  grow  up  and  out  of  it.  Actors 
always  seem  to  me  to  be  people  who 
never  quite  did  grow  out  of  it. 

—Joanne  Woodward 


We  like  little  children,  because  they 
tear  out  as  soon  as  they  get  what 
they  want.  —  Kin  Hubbxhd 


B.  C.  FORBES 

Don't    overdo   "dignity."   Be 
natural,  human,  unaffected. 


Oh,  wad  some  power  the  giftie  gie 
us  to  see  oursel's  as  ithers  see  us. 

—Robert  Burns 


Almost  all  absurdity  of  conduct 
arises  from  the  imitation  of  those 
whom  we  cannot  resemble. 

—Samuel  Johnson 


Be  yourself.  Ape  no  greatness.  Be 
willing  to  pass  for  what  you  are. 

—Samuel  Coley 


Don't  be  so  humble,  you're  not  that 
great.  — Golda   Meir 


It  is  base  and  unworthy  to  live  be- 
low the  dignity  of  our  nature. 

—Benjamin  Whichcote 


When  men  are  easy  in  themselves, 
they  let  others  remain  so. 

—Anthony  A.  Cooper 


Beware,  so  long  as  you  live,  of 
judging  men  by  their  outward  ap- 
pearance.      —Jean  de  la  Fontaine 


There  is  a  false  modesty,  which  is 
vanity;  a  false  glory,  which  is  levityji 
a  false  grandeur,  which  is  meanness;! 
a  false  virtue,  which  is  hypocrisy,  and 
a  false  wisdom,  which  is  prudery. 

—Jean  de  la  Bruyerei 


My  idea  of  an  agreeable  person  is 
a  person  who  agrees  with  me. 

—Benjamin  Disraeli 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sen(  in  by  Walter  E.  McAlister, 
Studio  City.  Calif.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  ThouRhts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  texts  used. 


But  the  wisdom  that  is  from  above  is 
first  pure,  then  peaceable,  gentle,  and 
easy  to  be  entreated,  full  of  mercy 
and  good  fruits,  without  partiality, 
and  without  hypocrisy.    —James  3:17 
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The  Pleasure  Principle 

As  long  as  you're  going 
to  spend  the  money  for 
a  good  scotch,  why  not 
spend  a  little  more 
and  get  a  great  scotch. 
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86  Proof  Blended  Scotch  Whisky.  (P1971  Paddington  Corp  ,  NY   IOC 


American  business  can  sell  anything  except 
its  most  important  product— ITSELF 


The  most  important  thing  in  America  today  to  the  safety  and  well- 
being  of  every  American  is  solvent,  healthy  American  business. 


OCT  2  9  | 
LIBRARY 


When  business  is  sick,  all  America  is 
sick  —  charity  and  education  shrink, 
wages  disappear  for  millions,  savings 
evaporate,  young  people  get  no  jobs, 
opportunities  and  hope  disappear, 
neighborhoods  sink  into  slums. 


When  business  is  prosperous  there  are 
more  and  more  jobs,  charity  is  ex- 
tended, more  profits  produce  more  taxes 
for  more  education  and  other  good  uses, 
opportunities  increase  for  all  the  young, 
modern  housing  gets  built. 


That's  how  vital  healthy,  prosperous 
business  is  to  the  well-being  of  all 
America.  But  you  don't  often  hear 
American  business  men  pointing  out 
that  fact. 
They'd  better. 


Versatile  G-660Gradall8excavator  removes  reinforced 
concrete  on  an  expressway  improvement  project. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


If  you  only  have  one 
business-is  there  any  reason 
you  need  more  than  one 
business  insurance  policy? 


t,  i  J  No  sir. 

\££jj!  If  you  have  several  differ- 
ent policies,  you  probably  have 
several  too  many.  Your  coverage 
might  over-lap  in  some  areas,  or  may 
leave  you  unprotected  in  others. 

Or  both. 

One  policy  is  all  you  need: 
Allstate's  Business  Package  Policy. 


It  fits  almost  every  type  of  business 
and  offers  almost  every  type  of 
coverage. 

All  your  Property  and  Liability 
insurance  is  in  the  package.  Plus, 
if  you  want  it,  Automobile,  Busi- 
ness Income,  Burglary,  Vandalism 
insurance  .  .  .  the  works. 

As  much  or  as  little  as  you  want. 

It's  simple:  one  premium,  one 
agent,  one  company.  And  just  one 
more  reason  you  should  hook-up 
with  Allstate. 

If  you're  like  most,  you'll  save 
money. 

Think  one:  Allstate.  Next  time 
you  need  a 
quote  cal.  us       /|||§faftr 

BUSINESS  INSURANCE 


Available  in  most  states    Allstate  Insurance  Company, 
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Your  company  is  known 
by  the  cars  it  keeps. 


Mercury  travels  in  the  best  of  companies.  So  why  not  put 
your  company's  best  in  one  of  our  company's  best:  the  1972 
Mercury  Montego.  The  new  mid-size  car  with  the  ride  and  luxury 
of  a  big  car.  One  of  the  best  proofs  of  its  value  as  a  fleet 
investment  is  a  comparison  to  full-size  cars  of  just  four  years  ago. 
Virtually  the  same  size,  as  our  chart  shows. 


'72  Montego  4-dr. 

'68  Std.  Make 

Wheelbase 

118" 

119" 

Overall  length/width 

212.1"/78.6" 

213.3"/78.0" 

Headroom  front/rear 

38.3"/37.3" 

38.9"  /37.8" 

Legroom  front/rear 

42.1  "/37.9" 

41.9737.6" 

Tread  front/rear 

62.8"/62.9" 

62.0762.0" 

Montego  MX  Brougham— all  new  for  72.  Standard  luxury  includes 
foam-padded  Flight  Bench  seats  with  folding  center  armrest, 
deluxe  sound  insulation,  deep  carpeting.  Mercury  Montego  is 
available  in  three  series,  each  with  a  2-door  hardtop  and  4-door 
pillared  hardtop;  and  a  station  wagon  in  each  of  the  two  top  series. 

A  better  idea  for  your  company's  fleet:  our  Guaranteed  Value 
Plan.  Write  Lincoln-Mercury  Division,  Ford  Marketing  Corporation, 
Leasing  and  Fleet  Sales  Department,  3000  Schaefer  Road, 
Dearborn,  Michigan  48121. 


Mercury  Montego  MX  Brougham 
with  optional  vinyl  roof 


Better  ideas  make  better  cars. 

MERCURY 


LINCOLN-MERCURY  DIVISION 


Those  clever 
Spaniards  took  our 
$9  million  loan 
and  threw  it 

right  into  the 
Atlantic  Ocean. 

Don't  laugh. 

The  money  went  right  into  the  construction  of  a  new  telephone 
cable  between  Spain  and  Brazil. 

This  is  another  example  of  Manufacturers  Hanover's  ability  to 
marshal  capital  all  over  the  world. 

As  in  Australia,  where  we  were  a  major  credit  supplierto  the 
.American  company  which  spearheaded  development  of  the 
$336  million  Mt.  Newman  iron  ore  project. 

Or  in  London,  where  our  merchant  bank,  Manufacturers 
Hanover  Limited,  managed  more  than  $1 .3  billion  of 
multinational  loans  during  the  last  two  years. 

In  the  Far  East,  we  led  33  commercial  banks  restructuring 
$250  million  in  term  loans  for  the  Central  Bank  of  the  Philippines. 

World-wide  in  the  last  eighteen  months,  Manufacturers 
Hanover  has  extended  credit  in  over  75,000  individual 
transactions,  involving  over  $2.5  billion  for  both  import  and 
export  trade. 

What's  all  this  add  up  to? 

Whatever  your  financial  problem  overseas,  we  can  handle  it 
with  our  resources  and  flexibility. 

Let  us  put  them  to  work  for  you. 

Manufacturers  Hanover 
does  big  things 
internationally 

NEW  YORK    •    BANGKOK    •    BEIRUT    •    BOGOTA    •    BRUSSELS    •    BUENOS  AIRES    •    CARACAS    •    FRANKFURT    •    LIMA    •    LONDON    •    MAORID    •    MANILA    .    MEXICO  CITY    •    PARIS    •    ROME    •    SAO    PAULO    •    SYDNEY    .    TOKYO 

Member  FDIC 


"When  my  boss  asks  me  to  get  someone  for  him 

Long  Distance,  all  he  wants  is  the  party.  He  really  doesn't 

know  whether  I'll  call  person-to-person  or 

dial  direct.  Usually  I  dial  direct.  It  saves  money/' 


Miss  Mary  Ann  Van,  Executive  Secretary,  Arthur  Godfrey  Productions 


When  businessmen  get  in  a  time  crunch, 
they  often  ask  their  secretaries  to  get  a  specific 
person  for  them  by  Long  Distance.  And  they  probably 
figure  they'll  save  money  if  she  places  the  call 
person-to-person  through  the  operator. 

But  a  lot  of  secretaries  know  that  today's 
dial-it-yourself  rates  have  changed  all  the  odds,  so 
they  dial  direct  wheneverthey  can. 

For  example,  from  8  a.m.  to  5  p.m.,  Monday 
through  Friday,  a  three-minute,  coast-to-coast  call 


placed  person-to-person  costs  $3.55  plus  tax. 

But  if  you  make  the  call  station-to-station 
and  it's  dialed  direct  without  operator  assistance, 
the  cost  is  just  $1 .35  plus  tax. 

You  could  make  two  such  calls  and  still  be 
ahead  of  the  game. 

That's  why  many  secretaries  (and  business- 
men too)  are  dialing  most  of  their  interstate  calls 
direct.  They're  saving  money  for  their  companies . . . 
and  making  points  for  themselves. 


Dial-direct  rates  do  not  apply  to  coin,  credit-card,  collect,  person-to-person, 
and  hotel-guest  calls,  or  to  calls  charged  to  another  number. 
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Side  Lines 


AR  24:  What  the  Real  Job  Is 

It's  a  good  deal  easier  than  it  looks;  and  a  good  deal  harder. 

We're  talking  about  the  mass  of  statistics  contained  in  our  Jan.  1 
issue,  our  Annual  Report  on  American  Industry.  They  are  designed  to 
enable  a  reader  to  compare  a  company's  performance  with  that  of  its 
competitors  as  well  as  with  companies  in  other  industries.  In  profit- 
ability, in  earnings  growth,  in  gain  in  market  value.  After  our  23rd 
Annual  Report  appeared,  we  received  the  usual  number  of  letters  and 
phone  calls  from  readers,  some  critical,  some  praising,  but  nearly  all 
commending  us  for  the  awesome  task  of  compiling  those  figures. 

In  our  23rd  Annual  Report,  we  made  a  statistical  analysis  of  659 
companies.  Our  24th  will  list  even  more,  about  750  in  all,  which 
means  even  more  calculations  than  last  year.  This  is  the  part  of  put- 
ting out  our  Annual  Report  that's  a  good  deal  easier  than  it  looks. 

Ever  hear  of  computers? 
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We  first  used  a  computer  back  in  1968.  That's  why  we've  since 
been  able  to  increase  the  number  of  companies  analyzed  each  year. 

Now  for  the  hard  part: 

That's  deciding  what  the  computer  should  compute.  This  means 
keeping  a  close  watch  on  the  changes  taking  place  both  in  corpora- 
tions and  the  business  environment.  Because  of  these  changes,  statis- 
tics that  are  meaningful  one  year  may  not  be  the  next. 

For  example,  when  diversification  became  a  corporate  way  of  life 
back  in  the  Sixties,  we  dropped  one  of  our  measures  of  profitability: 
the  operating  profit  margin.  Operating  profit  margins  could  reason- 
ably be  compared  back  when  companies  were  completely  in  textiles 
or  in  paper  or  in  building  materials.  When  companies  became  multi- 
product  and  multi-industry,  the  margins  reflected  the  mix  more  than 
anything  else,  and  the  comparisons  became  meaningless. 

Again,  a  decade  ago  we  used  to  concern  ourselves  with  dividend 
payout  and  retained  earnings.  We  stopped  that  when  corporations 
started  meeting  their  financing  needs  internally.  Now  the  pendulum 
has  swung,  so  we're  swinging,  too— toward  balance-sheet  statistics. 

Changing  fashions  in  corporate  finance— the  proliferation  of  con- 
vertible securities,  for  instance,  the  more  recent  return  to  heavy  bor- 
rowing—perennially forces  us  to  take  another  look  at  our  key  measure 
of  profitability,  return  on  equity.  The  multiplication  of  accounting  op- 
tions in  recent  years  has  tended  to  reduce  the  comparability  of  our 
figures.  As  a  result,  we  have  been  placing  increasing  emphasis  on 
another  key  figure— the  return  on  total  capital.  Return  on  equity  con- 
tinues to  reflect  the  financial  savvy  of  a  given  management,  but  we 
now  consider  return  on  total  capital  a  more  reliable  overall  measure. 

So  that's  it:  Making  the  calculations  is  easy.  Telling  the  com- 
puter what  statistics  to  calculate— that's  what  really  makes  us  sweat.  ■ 


"POKER 

A  GUARANTEED 
INCOME  FOR  LIFE 

by  using  the 

ADVANCED  CONCEPTS 
OF  POKER" 

6th  LARGE  PRINTING 

AVAILABLE  FOR  IMMEDIATE  DELIVERY 

This  100,000-word  manual  is  now  available  after 
many  years  of  preparation  by  Dr.  Frank  R.  Wallace. 
This  book  shows,  step  by  step,  how  you  can  win 
considerable  money  by  applying  the  "Advanced  Con- 
cepts of  Poker".  This  is  what  other  reviewers  are 
saying: 

"A  lot  of  people  who  have  always  figured  them- 
selves to  be  poker  players  are  going  to  find  they 
belong  with  the  ribbon  clerks  before  they've  read 
two  pages  of  a  new  book  by  a  plain-talking  scholar." 
■  "Starts  in  where  the  other  poker  manuals  fold." 

•  "Dr.  Wallace  demolishes  many  a  cherished  poker 
rule  of  thumb." 

•  "If  you're  a  poker  player,  this  book  would  have 
to  be  the  best  investment  you've  made." 

R»  Sports  and  Travel 
But  more  important,  consider  what  those  who 
have  paid  hard  cash  for  this  book  are  saying  (In 
writing  and  on  file  in  our  office): 
"Outstanding!  Changed  me  from  a  consistent 
loser  to  a  consistent  winner!"  G.E.,  Tennessee 
"Have  won  5  consecutive  times."  H.B..  Ky. 

"Increased  my  winnings  by  500%."  F.J.,  Texas 
"My  game  has  improved  1000%."  G.H..  Georgia 
"Immensely  practical  psychology."  R.H.,  Calif. 
"It  really  opened  my  eyes."  C.E..  Ohio 

"Most  amazing  book  I  have  ever  read."  J.B.,  Ga. 
"A  wealth  of  new  ideas  and  concepts."  F.L.,  N.Y. 
"Great — Comprehensive  and  explicit."  R.G.,  Tex. 
"It  has  everything."  M.Z.,  Florida 

"Really   startling."  B.M.,  Kentucky 

"One  helluva  good  book!"  A.M.,  Pennsylvania 
"The  book   is  fantastic."  M.W.,  Texas 

"It's  great."  T.M..  Switzerland 

"Definitely  a  great  help."       Dr.  E.H.,  Guatemala 
"Dr.  Wallace's  Book  is  a  Knockout."    E.B.,  Mexico 
HERE  ARE  A  FEW  OF  THE_ 
,    120  ADVANCED  CONCEPTSTEVEALED: 

•  How  to  be  an  honest  player  who  cannot  lose  at 
poker. 

•  How  to  increase  your  advantage  so  greatly  that 
you  can  break  most  games  at  will. 

•  How  to  avoid  winning  too  fast. 

•  How  to  extract  maximum  money  from  opponents. 
-    How  to  keep  big  losers  in  the  game. 

•  How  to  drive  winning  players  from  the  game. 

•  How  to  lie  and  practice  deceit.   (Only  in  poker 
can  you  do  this  and   remain  a  gentleman.) 

•  How  to  see  unexposed  cards  without  cheating. 

•  How  to  remember  all  exposed  cards  and  ghost 
hands. 

•  How  to  read  closed  hands  of  opponents. 

•  How  to  beat  dishonest  players  and  cheaters. 

•  How  to  control  the  rules. 

•  How  to  stimulate  poor  attitudes  in  opponents. 

•  How  to  make  a  good  player  disintegrate  into  a 
poor  one. 

•  How  to   manipulate   opponents  through   distrac- 
tions and  hypnosis. 

•  How  to  locate  or  create  new  games  for  bigger 
and  quicker  profits. 

•  How  to  operate  Major  and  Minor  League  games 
with  a  Farm  System. 

Any  or  all  of  the  1Z0  "Advanced  Concepts  of 
Poker"  can  be  mastered  by  using  the  unique  DTC 
technique,  which  will  allow  you  to  control  poker 
games  and   their  players. 

In  addition  to  offering  these  powerful,  money- 
making  concepts,  this  book  is  an  in-depth,  defini- 
tive treatment  of  poker.  The  appendix,  for  exam- 
ple, contains  the  most  complete  glossary,  bibliog- 
raphy, history  ...  and  the  only  accurately  defined 
tables  of  odds  ever  published. 

And,  very  important,  the  fundamental  errors  em- 
braced by  the  136  poker  books  published  in  the 
past  ninety  years  are  systematically  pointed  out  in 
this  radically  different  book. 

This  book  is  also  crucial  for  defense  ...  for 
protection  against  players  secretly  using  these  con- 
cepts to  extracc  your  money. 

You  can  buy  this  $12.50  hardbound  book  from 
the  publisher  for  $9.95  (plus  post.)  until  12/29/71 

I  &  O  PUBLISHING  COMPANY 

901  Washington  St.,  Wilmington,  Delaware  19899 

□  Enclosed  is  a  check  or  money  order  for  $9.95 
plus  $0.55  (postage  and  handling)  for  my  copy  of 
POKER.   A  GUARANTEED    INCOME  FOR  LIFE. 

□  Enclose  Gift  Card 

D   Chg.  Diners  Club        Q  Chg.  American  Express 

Charge  Card  # 

NAME  

STREET    

CITY    

STATE  ZIP  

(10-day  money-back  guarantee)       c-«7i 
m  Each  manual!  shipped  in  non-identifying  carton 
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WASHINGTON 


Thus  Sayeth  the  SEC 

An  obvious  believer  in  the  bib- 
lical injunction  that  "charity  shall 
cover  the  multitude  of  sins,"  the 
Securities  &  Exchange  Commission 
has  imposed  a  novel  penalty  on 
one  of  the  nation's  largest  broker- 
age houses.  The  SEC  recently  cen- 
sured Walston  &  Co.  for  violating 
registration  and  antifraud  regula- 
tions and  ordered  the  house  to  sus- 
pend solicitation  of  orders  by  its 
Chicago  office  for  a  five-day  peri- 
od. The  firm  was  allowed  to  handle 
unsolicited  stock  transactions  from 
customers  who  wished  to  liqui- 
date or  to  cover  short  positions— 
but  the  gross  commissions  collect- 
ed had  to  be  turned  over  to  the 
charitable  United  Fund  of  Chicago. 

As  New  Hampshire  Goes  .  .  . 

Federal  Government  welfare 
payments  to  families  with  depen- 
dent children  mushroomed  by  an 
alarming  36%  in  the  12  months 
ended  this  past  April,  say  Tax 
Foundation  Inc.  researchers.  The 
Government's  AFDC  program 
spending  levels  rose  from  $371  mil- 
lion to  $505  million  during  the 
year.  On  a  per-family  basis,  the 
national  average  payment  was 
$185.40  per  month,  but  New 
Hampshire  reported  its  4,200 
AFDC  families  averaged  a  nation- 
al record  of  $233.50-a  98%  rise- 
as  a  result  of  the  increase. 


BUSINESS 


Throwback 

A  return  to  the  "discriminatory" 
utility  rates  of  a  half  century  ago 
is  in  the  cards,  according  to  Rhode 
Island  Public  Utilities  Commission 
Chairman  Archie  Smith.  In  the  old 
days,  utilities  charged  different 
groups  different  rates  for  the  same 
service,  until  the  courts  knocked 
that  down  as  discriminatory.  But 
times  are  changing,  Smith  says, 
and  the  pressure  now  is  for 
"rates  based  on  the  character  of 
those  served."  The  poor,  for  exam- 
ple, Di  the  aged.  "Is  age  alone  a 
proper  basis  for  classification?" 
asks  Smith.  "What  about  the  blind, 
the  handicapped,  the  mentally  re- 


tarded, veterans,  students,  religious 
orders,  government  employees?" 
The  solution  won't  be  simple.  "Our 
problem  is  going  to  be  how  to  al- 
locate the  cost  of  supporting  the 
impecunious  among  the  other  cus- 
tomers of  the  utility." 

Generation  Gap 

What  is  worrying  many  aero- 
space industry  executives  these 
days  is  the  impact  of  layoffs  on 
their  future  pool  of  labor.  They 
point  to  the  large  number  of  ex- 
perienced younger  workers  who  are 
quitting  the  industry.  Since  layoffs 
are  based  on  seniority,  the  average 
age  of  shop  employees  in  one  com- 
pany will  soon  be  over  55.  With 
early  retirement  now  commonplace, 
industry  executives  wonder  where 
the  next  generation  of  aerospace 
workers  is  going  to  come  from. 

Sitting  Pretty 

One  company  that  doesn't  have 
the  recession  blues  is  Brown-Jor- 
dan, a  leading  maker  of  outdoor 
furniture.  While  industry  sales  are 
just  2%  ahead  of  last  year's,  Brown- 
Jordan's  are  ahead  by  20%.  This 
despite  the  fact  that  Brown-Jor- 
dan's line  is  one  of  the  most  ex- 
pensive in  the  business:  Its  alumi- 
(Continued  on  page  12) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
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First  of  Denver  asks  you, 

Mr.  Corporate  Decision  Maker-- 

What  are  you  looking  for  in  a 

Pension  Fund  Manager? 


YES    NO 


Responsiveness  in  making  investment  changes 
Imaginativeness  in  investment  decisions 
Provability  of  performance  in  bull  and  bear  markets 


How  does  your  present  Manager  measure  up? 
Are  you  open-minded? 

If  so.  consider  the  Challengers  at  First  of  Denver. 

We  don't  drag  our  feet  in  selling  at  a  Ipss,  if  that's 
our  best  judgment.  Nor  do  we  hesitate  about  tak- 
ing a  gain  in  an  ongoing  investment  situation  if  a 
better  opportunity  comes  along. 

We're  committed  to  performance  now.  And  in  the 
future.  How  better  can  you  judge  future  perform- 
ance than  by  reviewing  past  performance? 

Study  our  past  performance  in  up  markets  — and. 


more  importantly,  in  down  market  cycles.  Ask 
about  the  size  of  our  managed  pension  assets. 
Analyze  our  investment  style. 

We  have  scored  high  in  convincing  Corporate 
Decision  Makers  that  they  ought  to  give  us  a  try. 
Can  we  convince  you  too? 

Phone  (COLLECT)  J.  Richard  Allen  or  Coleman 

Robinson  (303)  893-2211 

Or  write  c/o 

PENSION  DIVISION/THE  CHALLENGERS 

The  First  National  Bank  of  Denver 

T.A.  Box  5825,  Denver,  Colorado  80217 


First  of  Denver 


No  matter  how  much  you  like 
your  Bourbon,  there's  a  good  chance 
you'll  like  Benchmark  more. 

As  a  Bourbon  drinker,  you  probably  know 
a  whole  lot  about  the  subject.  And  have  picked  the 
Bourbon  you  call  your  own  very,  very  carefully. 

That's  why,  with  all  due  respect,  we'd  like  you 
to  know  just  one  more  thing.  The  taste  of  Seagram's 
Benchmark.  The  taste  of  craftsmanship. 

When  you  know  that,  you'll  know  why  so  many 
Bourbon  drinkers  who  think  they  know  what  they 
like,  find  our  Bourbon  even  more  to  their  liking. 

Seagram's  Benchmark  is  American 
craftsmanship  at  its  best. 

"Measure  your  Bourbon  against  it." 


SEAGRAM'S  BENCHMARK  KENTUCKY  STRAIGHT  B0UR80N  WHISKEY.  86  PROOF 
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num  and  vinyl  chairs,  for  example, 
retail  for  $44  to  $125.  But  don't 
rush  out  to  buy  stock.  Brown-Jor- 
dan is  a  Los  Angeles-based  division 
of  Scott  Paper  Co.,  and  profits  from 
its  $10  million  in  sales,  no  matter 
how  good,  can't  begin  to  offset 
Scott's  recent  $12.8  million  write- 
off on  disposable  diapers. 


FOREIGN 


The  Gnome  Speaks 

In  other  times,  if  a  Swiss  cen- 
tral banker— one  of  the  fabled 
"gnomes  of  Zurich"— even  thought 
about  changing  the  price  of  gold, 
the  shock  waves  were  felt  around 
the  world.  But  recently,  the  head 
gnome,  as  it  were,  actually  proposed 
a  change  publicly  and  got  no  reac- 
tion. Dr.  Alfred  Schaefer  of  the 
Union  Bank,  largest  of  the  Swiss 
central  banks,  told  an  Internation- 
al Monetary  Fund  conference  that 
his  fellow  gnomes  were  willing  to 
stand  for  a  $5  increase,  to  $40  an 
ounce,  in  the  price  of  monetary 
gold.  He  got  no  takers  because  the 
IMF  meeting  was  busy  arguing 
over  the  more  controversial  solu- 
tion of  making  gold  less  important 
and  rates  of  exchange  between  na- 
tions more  flexible.  This  worries 
the  gnomes,  who  not  only  hold  tons 
of  gold,  but  who  also  depend  on 
established  rates  of  exchange  to 
make  their  profits. 

Dial-A-Vision 

The  inconveniences  that  cable 
and  cassette  television  would  cause 
consumers  (purchase  of  another 
receiver,  sending  cartridges  back 
and  forth  to  central  libraries)  have 
been  neatly  side-stepped  by  a  plan 
to  send  cable  TV  directly  over  tele- 
phone cables.  Developed  by  Brit- 
ain's Rediffusion  Ltd.,  it  would  use 
a  single  cable  to  carry  not  only 
telephone  calls  and  picturephone, 
hut  also  cable  television.  The  cus- 
tomer would  call  his  local  cassette 
library  and  tell  them  what  lie 
wanted  to  see.  The  library  would 
send  the  picture  back  over  the  ca- 
ble and  into  the  customer's  own 
TV  set.  Though  the  idea  is  imprac- 
ticable in  existing  cities  because  it 
means  replacing  existing  cables,  it 
would  work  in  new  towns.    ■ 
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GROWTH  INI  CEMENT  BUSINESS  STARTS  HERE 

Last  year,  Martin  Marietta  completed  an  efficient  new  cement  plant  in  Colorado 
for  Rocky  Mountain  markets. 

We're  completing  another  right  now  in  New  England. 

Nine  Martin  Marietta  cement  plants  serve  markets  extending 
from  the  Atlantic  Seaboard  into  the  Rockies. 
To  grow  in  the  cement  business,  you've  got  to  have  modern, 
efficient  plants  in  good  solid  construction  markets. 
In  construction  materials,  cement  isn't  our  only  strength. 
We  also  produce  aluminum,  rock  aggregates  and  con- 
crete admixtures  —  all  aimed  at  a  construction  market 
which  is  expected  to  grow  from  $90  billion  annually 
now,  to  $135  billion  annually  by  1980. 
We  look  to  share 
in  that  growth. 


MM9Tir*  MARIETTA* 

277  Park  Avenue,  New  York,  N.Y.  10017 


MARTIN  MARIETTA  MOVES  in  construction 
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systems  and  aluminum. 


Announcing  a  breakthrough 

in  the  management  of  uncertainty 

in  portfolio  returns. 


Knowledgeable  pension  fund  managers  have 
long  been  aware  of  the  deficiencies  inherent  in  commonly- used  security 
analysis  and  portfolio  management  practices.  Why,  for  example,  will 
the  same  manager  using  the  same  techniques  produce  well  above- 
average  returns  one  year  and  well  below-average  returns  the  next? 
This  question  bothered  us  so... 


We  did  something  about  it.  "Investment  Technology,"  our 
new  science  of  portfolio  management,  is  based  upon  the 
best  of  the  old  methods  integrated  with  new  quantitative 
techniques.  It  embraces  modern  capital  theory,  a  large, 
recently-accumulated  body  of  facts  and  ideas  about  the 
uncertainty  factor  in  fund  management.  Intensive  study 
of  this  data  proves  quite  conclusively  that  (a)  Uncertainty 
and  the  risks  which  go  with  it  cannot  be  avoided  in  com- 
mon stock  funds,  (b)  The  greater  the  controlled  uncer- 
tainty, the  greater  the  returns  to  be  expected,  (c)  Most 
important,  with  "Investment  Technology"  we  can  both 
measure  and  control  this  uncertainty. 
We  can  control  uncertainty  by  using  "Portfolio  Betas." 
Modern  capital  theory  tells*  us  that  returns  on  well  diver- 
sified funds  have  different  levels  of  uncertainty  because 
of  different  levels  of  responsiveness  to  changes  in  the 
market.  This  relative  responsiveness  can  be  controlled  by 
using  a  number  called  the  "Portfolio  Beta."  We  are  now 
ready  to  employ  this  information  to  your  advantage. 
You  can  increase  expected  returns  with  higher  "Betas." 
There  is  no  necessary  payoff  for  assuming  the  uncertainty 


associated  with  poorly  diversified  funds.  So  investors  must 
be  wary  of  accepting  such  uncertainty.  But  the  market 
does  pay  investors  for  assuming  the  unavoidable  uncer- 
tainty measured  by  the  "Portfolio  Beta."  The  market  pays 
by  providing  higher  expected  returns. 
Why  did  we  develop  "Investment  Technology"?  Because 
as  fund  managers  we  wanted  to  take  full  advantage  of  the 
new  tools  of  modern  capital  theory.  Just  as  good  is  not 
good  enough  for  Wells  Fargo.  We  are  accustomed  to 
delivering  superior  service.  There  was  no  alternative, 
therefore,  except  to  investigate  and  apply  modern  capital 
theory.  It  is  now  part  and  parcel  of  the  management  of 
our  own  pension  fund  as  well  as  the  portfolio  manage- 
ment service  we  offer. 

Would  you  like  to  know  more?  If  you're  not  entirely  sat- 
isfied with  the  returns  of  your  pension  or  profit  sharing 
portfolio,  and  you  have  assets  of  $  1  million  or  more,  find 
out  what  "Investment  Technology"  can  do  for  you.  For 
details  write:  Mr.  Irwin  E.  Jones,  Financial  Analysis  Dept., 
Wells  Fargo  Bank,  464  California  Street,  San  Francisco 
94 120.  Or,  if  you  prefer,  call  him  collect  at  (4 15)  396-43  64. 


Investment  Technology  Service  Wells  Fargo  Bank 


MEMBER  F.O.  I.C. 


READERS  SAY 


No  Freeze  on  Lakes 

Sir:  With  regard  to  your  article  "The 
Silent  Majority's  Market  Basket"  (Forbes, 
Oct.  1),  I  call  to  mind  the  following 
words  pertaining  to  statistical  indices: 
'Remember,  seasonally  adjusted,  the 
Great  Lakes  never  freeze." 

—John  D.  Macey 
Belmont,  Mass. 

Another  "Sputnik"? 

Sik:  I  read  "Atoms  and  Dollars" 
(  Forbes,  Oct.  1 )  with  much  interest. 
This  spring  I  visited  the  Soviet  Union 
with  other  interested  engineers.  We  saw 
the  model  of  a  sizable  fast-breeder  in- 
stallation which  is  going  on  the  line  this 
year.  I  also  heard  of  a  230  M\Y  Mag- 
neto-Hydro-Dynamics installation.  This 
completely  pollution-free  method  is  well 
known  to  American  scientists,  but  all 
funding  tor  research  seems  to  have  been 
stopped.  To  top  all  this,  I  have  learned 
about  a  dry-cooling  tower,  air-condens- 
ing installation  in  Rasdan,  Soviet  Ar- 
menia. Are  we  waiting  for  another  Sput- 
nik? Private  industry  cannot  be  expected 
to  fund  complete  research  in  this  field. 

—Pall  Rogers 
Los  Angeles,  Cal. 

Sir:  I  think  you  should  have  looked 
into  the  current  economics  of  the  nu- 
clear industry.  Does  anyone  besides 
those  in  the  industry  or  those  who  are 
trying  to  find  work  in  it  realize  how 
great  the  unemployment  problems  are? 
Compared  with  other  troubled  indus- 
tries, you  might  find  that  things  in  the 
nuclear  industry  are  as  bad  or  just  may- 
be worse.  If  trained  people  are  lost  now, 
where  will  the  chance  to  grow  and  help 
the  economy  come  from? 

—Charles  E.  Cocgins 
San  Antonio,  Tex. 

John  Mitchell 

Sir:  Your  editorial  describing  some  of 
the  many  accomplishments  of  Attorney 
Ceneral  John  Mitchell  ( Fact  &  Com- 
ment, Oct.  I )  during  his  three-year  ten- 
ure is  excellent  and  does  him  justice. 

—Juan  J.  Gallegos 
Coral  Gables,  Fla. 

Sir:  Since  you  are  usually  politically 
sophisticated,  I  was  shocked  to  read  the 
panegyric  you  wrote  praising  John  Mitch- 
ell. You  made  no  mention  that  at  this 
moment  Mr.  Mitchell  is  claiming  the 
right  to  wiretap  anyone,  anywhere,  with- 
out a  court  order,  solely  on  his  own 
determination  of  necessity.  This  alone 
puts  us  a  long  way  down  the  road  to 
totalitarianism. 

—Irving  N.  Wolfson 
Worcester,  Mass. 

Sir:  Your  article  on  Attorney  General 
Mitchell  is  one  of  the  funniest  pieces 
Forbes  has  recently  published.  Picking 
him  to  head  Nixon's  reelection  campaign 
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The 
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Made  with  Bombay  Gin, 
Imported  from  England. 
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Utah   Construction  8c  Mining  Co. 
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THE  CHANGE  OF  ITS  CORPORATE  NAME 

TO 

UTAH   INTERNATIONAL  INC. 

EFFECTIVE  OCTOBER  18, 1971 
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Is  your  ear 
good  enough 

for  this 
Magnavox? 


We've  spent  sixty  years  working  with  acoustics  and 
electronics,  learning  how  to  coax  living,  flesh-and-blood 
music  out  of  a  pile  of  knobs,  wires  and  speakers. 
And  we've  put  the  best  of  everything  we  know  into  this 
one  magnificent  stereo  component  system. 

So  can  you  blame  us  for  not  wanting  to  see  it  wasted 
on  someone  who  doesn't  appreciate  the  finer  things  of 
life— like  experiencing  the  ultimate  in  music  reproduction. 


The  Ultimate  Magnavox  (Model  9299)-  -Solid-state  Stereo  FM/AM  Radio-Phonograph. 
150  watts  IHF  music  power.  Air-suspension  speakers  (two  12"  bass  woofers,  two  1000  Hz 
exponential  horns).  Record  player  has  synchronous  4-pole  motor,  damped  cue  control, 
magnetic  cartridge,  adjustable  stylus  pressure,  muting  switch. 


is    like    hiring 
the  Apaches. 


General    Custer    to    lead 

—Jack  Posner 
New  York,  N.Y. 
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Sir:  Your  editorial  on  John  Mitchell 
must  have  been  prepared  by  his  wife. 
The  potion  that  this  Administration  with 
its  "Southern  Strategy"  is  fully  en- 
forcing civil  rights  statutes  is  the  height 
of  ludic/ousness. 

—Joe  Marchbein 
St.  Louis,  Mo. 

How  Dry  I  Am  . . . 

Sir:  You  quote  Alain  Chevalier, 
French  champagne  producer,  as  say- 
ing that  the  10%  import  surcharge  on  a 
$2.50  bottle  "amounts  to  only  about  2% 
cents"  (  Forbes,  Oct.  1 ) .  Which  one  of 
you  has  been  sampling  his  product? 

— E.H.  Rucker  Jr. 
Newport  News,  Va. 

Shorry  about  zat— Ed. 

Thoughts  on  China 

Sir:  I  find  it  impossible  to  understand 
that  you  would  favor  recognition  of 
Communist  China  or  the  visit  of  Presi- 
dent Nixon  to  that  country  ( Fact  &■  Com- 
ment, Sept.  15).  This  is  equivalent  to 
sending  to  an  LSD  "love  in"  your  wife 
and  virgin  daughter  so  that  they  may 
have  a  better  understanding  of  our 
drugged  society. 

—James  O.  Evans 
Fort  Myers,  Fla. 

Sir:  You  are  one  of  the  capitalists  that 
Lenin  said  would  sell  the  rope  to  the 
Communists  for  them  to  hang  you  with. 

— Earle  A.  Bronson  Jr. 
Phoenix,  Ariz. 

Sir:  Our  national  strength  is  deterio- 
rating because  people  like  you  won't  ac- 
cept the  serious,  immediate  Communist 
threat  that  hangs  over  this  country.  You 
and  most  of  the  public  have  your  head 
in  the  sand.  My  subscription  is  expiring 
with  no  regrets. 

-D.V.  Thompson  (Col.,  USAF  Ret.) 
Fort  Walton  Beach,  Fla. 

Zzzzz 

Sir:  Don  t  worry  about  dying  while 
you  are  awake  (Fact  6-  Comment,  Sept. 
15).  You  and  the  Henry  Kissingers  have 
been  walking  in  your  sleep  too  long. 
Sleep  on. 

—John  F.  Romann 
Upper  Montclair,  N.J. 

Try  Harder,  Detroit 

Sir:  If  Japanese  businessmen  can 
"psychoanalyze"  the  U.S.  market  well 
enough  to  sell  600,000  cars  a  year  here, 
why  can't  Detroit  do  the  same  (  Forbes, 
Sept.  15)?  What  puzzles  me  is  the  "ca- 
pability gap"  between  Detroit's  poten- 
tial and  actual  performance.  Surely,  nei- 
ther the  Cadillac/Continental  at  one  end 
of  the  gamut  nor  the  Pinto/Vega  at 
(Continued  on  page  98) 
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G.  Scott  Reynold*.  Author.  The  Mortality  Merchants  America's  foremost  life  insurance  consumer  advocate. 


Can  130  million  Americans 

be  dead  (or  alive)  wrong 
about  their  life  insurance? 


Not  only  CAN  they  be  wrong  —  they  ARE  wrong.  Because  that's  how  many 
have  been  led  into  the  financial  trap  of  so-called  "permanent,"  "cash  value" 
life  insurance,  a  product  so  deceptive  and  misleading  it  may  have  to  be  declared 
illegal  altogether,  for  the  protection  of  the  American  public. 


Sow.  in  this  age  of  consumerism,  author  Scott  Rey- 
nolds has  written  ■  definitive  classic  that  is  must 
reading  for  anyone  who  owns— or  contemplates  own- 
ing    a  life  insurance  policy 

In  this  ill-time  bestseller  on  the  subject,  now  in  its 
14th  big  printing,  Reynolds  states:  "The  enormous 
ind  needless  complexities  of  life  insurance  exist  for 
■  single  purpose— to  keep  the  buyer  off  balance  and 
in  a  state  of  confusion." 

What  can  happen  when  the  life  insurance  buyer  is 
not  lulls  informed'.'  Example:  Mr.  E  I*  ol  Baltimore 
was  sold  a  $20,000  policy  with  an  annual  premium  of 
$363.  Mr  I.  J  of  Seattle,  the  same  age  as  Mr  I  P 
after  reading  Trie  Mortality  Merchants,  went  about 
his  life  insurance  purchase  exactly  as  author  Scott 
Revnoldsexplaincd.with  the  result  ol  getting  $1  10.0(H) 
of  protection  lor  an  annual  premium  ol  $.164  No) 
long  afterward,  both  men  had  the  misfortune  ol 
meeting  a  premature  death. 

Tragic  as  the  deaths  ol  these  men  were,  the  real 
tragedy  was  the  lilelong  financial  disaster  needlessly 
suffered  by  one  family. 

Truth  in  Life  Insurance 

More  than  sis  sears  in  the  research  and  writing. 
77k-  Mortaht\  Merchants  proses  that  so-called  "per- 
manent" or  "cash  value"  life  insurance  is  the  most 
misrepresented  product  legally  sold  in  this  country 
today.  In  readable  style,  it  explains  such  things  as: 

HOW  your  so-called  "savings  account,"  (your  Cash 
Value)  is  nothing  more  than  an  unknown,  hidden 
and  increasing  deductible  amount  that  takes  your 
insurance  company  out  of  the  life  insurance  busi- 
ness and  puts  you  (your  family)  in  it. 

HOW  your  survivors  receive  absolutely  no  interest 
on  these  so-called  "savings,"  no  matter  how  long 
the  policy  may  have  been  in  force. 

WHY  top  life  insurance  lawyer,  E.  M.  Thore  stated 
that  the  popular  notion  of  life  insurance  as  a 
savings  account  is  "without  legal  foundation." 

WHY  more  than  90%  of  America's  life  insurance 
policyholders    should    replace    existing    coverage. 

HOW  the  deceptive  "net  cost"  method  of  selling  life 
insurance  can  fool  a  mathematician,  and  why  it 
should  be  outlawed  immediately. 


WHY  a  life  insurance  policy  is  never  "paid  up",  even 
though  you  no  longer  pay  premiums  to  the  com- 
pany. 
WHY    Pennsylvania    Insurance   Commissioner,    and 
former  Wharton  School  insurance  professor,  II.  S. 
Denenburg  wrote:  ".  .  .a  strong  case  can  and  will 
be  made  for  making  cash  value  life  insurance  illegal 
altogether." 
All  this,  and  much  more,  is  revealed  in  The  Mortality 
Men  hunts  as  Scott  Reynolds  strips  away  the  planned 
confusion  and  deceit  the.  life  insurance  industry  has 
put  in  the  paths  of  men  who  seek  only  to  protect  their 
wives  and  children  from  the  financial  disaster  that 
can  result  from  the  death  of  the  breadwinner. 

The  material  presented  in  this  book  has  been  rc- 
lerred  to  by  an  authoritative  legislative  figure  as 
"truth  in  life  insurance." 

Read  What  the  Reviews  Say: 

"An  absolutely  fascinating  hook.  .  .1  recommend  the 
hook;  it  changed  my  life  as  few  hooks  have  done,  and 
none.  I  guess,  in  a  more  practical,  down-to-earth  way. 
(Scott  Reynolds  has)  performed  an  essential  service 
to  Americans." 

Peter  S.  Prescott,  book  editor  of  Look  Magazine 

"Anyone  who  has  ever  been  confused  by  a  life  insur- 
ance policy  should  invest  in  this  hook.  It  will  save 
him  a  lot  of  money." 

Thomas  M.  Garrett,  Ph.D.,  in  77te  Voice 

.  .  ."There's  a  chapter  called  'How  to  Buy  I'ure 
Death  Protection'  that  alone  is  worth  the  price  of  the 
book." 

Howard  Paris,  in  The  Atlanta  Journal- 
Constitution 

"Wonderfully  well-written.  .  .Mr.   Reynolds  proceeds 
to  devastating!)-  expose  'the  legalized  racket  of  life 
insurance'. .  .It  will  do  its  readers  a  world  of  good 
where  it  counts  —  in  the  pocketbook." 
Paul  Sarnoff,  in  Library  Journal 

..."a   readable   expose.  .  this    will   help    the    unin- 
formed buyer  use  his  head  for  figures. " 
Virginia  Kirkus  Review 

"A  well  documented  disclosure  of  the  life  insurance 
industry. . . " 

Publishers'  Weekly 


Save  $$$  with  Maximum  Protection 

The  Mortality  Merchants,  in  clear  readable  style, 
reveals  what  life  insurance  is  all  about.  What  it  can  — 
and  just  as  importantly,  cannot  do.  It  takes  you  step 
by  step  along  the  road  to  more  protection  for  your 
family  at  less  cost  to  you.  It  shows  you  what  to  buy, 
and  how  to  buy  it.  Not  merely  what  the  industry  and 
its  nearly  one-half  million  agents  want  to  sell  you. 
Order  a  copy  for  yourself  and  additional  copies  for 
Christmas  giving. 

MAIL  COUPON  TODAY.   You'll  never  find 
it  easier  or  more  convenient.  $6.95 
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TMM  DISTRIBUTORS 
3390  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 


Gentlemen:  Please  rush  me  . 


.copy(ies) 


of  THE  MORTALITY  MERCHANTS  by  G. 
Scott  Reynolds.  1  understand  the  book  is  mine 
for  only  $6.95  complete.  Two  copies  for  $1 3.00 
(save  90c).  No  COD's,  please.  Make  checks 
payable  to  TMM. 


Name 

Address. 
City 


(Please  print) 


State,  Zip- 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


How  to  tame 
your  acquisitive 

instinct. 


iNo  matter  how  tempting  an  opportunity  it  may  seem  to 
be,  an  acquisition  has  to  work  on  all  levels  or  it's  trouble. 

So  a  complex  evaluation  of  both  companies  must  be  made 
to  see  how  well  the  jigsaw  puzzle  fits  together.  Furthermore, 
the  evaluation  has  to  be  continually  kept  current,  until  the 
merger  or  acquisition  takes  place. 

Anything  less  than  this  kind  of  effort  is  simply  not  good 
enough.  Not  any  more.  But  it's  a  heavy  load  on  anyone's  staff, 
even  if  you  have  the  required  specialists  on  hand.  And  you 
probably  don't. 

Which  is  where  B  T  Consultants  fits  in. 

We  have  the  staff;  they're  our  reason  for  existing.  We  have 
specialists  thoroughly  experienced  at  helping  large  firms  and 
small  ones  merge,  sell  and  acquire  (or  in  solving  any  other 
corporate  problem  for  that  matter).  We  have  merger  analysts. 
Tax  experts.  Legal  advisors.  Economists.  Computer  men.  Every 
expertise  you  could  possibly  need. 

And  with  us,  the  computer  is  strictly  a  means,  not  an  end. 
Our  staff  goes  on  the  assumption  that  print-outs  are  so  much 
ecological  waste  until  they've  been  decoded  for  you  into  prac- 
tical proposals  for  action.  Or  inaction. 

You  don't  have  to  be  a  customer  of  Bankers  Trust  to  be  a 

customer  of  B  T  Consultants.  (Neither,  of  course,  does  the 

you're  interested  in  acquiring;  we'll  help  you  look 

e.)  For  an  exploratory  consultation  at  no  charge, 

i  D.R.  Stern,  Vice  President,  BT  Consultants, 

Company,  280  Park  Avenue,  N.Y.,  N.Y.  10017. 

tame  you;  maybe  we'll  unleash  you. 


You        id  BT  Consultants  at  Bankers  Trust. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHY  AIRLINE  TRAFFIC  IS   DOWN 


The  gut  problem  for  our  dangerously  red-inked  airlines 
is  that  fewer  people  rather  than  more  have  been  taking  to 
the  air.  Instead  of  the  ascending-traffic  chart  line  antici- 
pated, there  lias  been  a  sadly  sagging  one  at  a  time  when 
carrying  capacity  has  soared. 

Why? 

Because  the  bread-and-butter  backbone  of  passenger 
travel  is  not  really  the  vacationer  who  once  in  a  while 
takes  oil  to  exotic  places,  but  rather  the  businessman  who's 
got  to  go  from  Chicago  to  Los  Angeles  and  from  New 
York  to  Atlanta  and  the  like.  When  the  recession  hit  and 

THE   REAPER'S 

In  Britain  Death  Duties  are  so  confiscatorily  high  they 
tend  to  discourage  the  practice,  though  they  haven't  been 
able  to  eliminate  it. 

A  bit  ago.  as  reparation  for  the  Day,  the  Earl  of  Radnor 
sold  his  family's  Velasquez  portrait  for  $5.5  million  to 
America's  Wildenstein  Galleries.  There  was  hue  and  cry 
about  the  pending  departure  of  this  painted  bit  of  can- 
vas, but  it  didn't  nearly  reach  the  $5.5  million  crescendo 
that  would  have  kept  the  Velasquez  in  the  Realm  a  while 
longer. 

With  that  priceless  English  capacity  for  understated 
prose,  the  British  sporting  publication  The  Field  made  this 
worth-pondering  point: 

"To  regret  or  not  to  regret  the  export  (proposed  or 
actual)  of  the  Velasquez  portrait  sold  by  the  Earl 
of  Radnor:  that  is  the  question.  Whether  it  be 
better  to  devote  public  money  to  keeping  it  here 
or  to  devote  the  same  sum  to  safeguarding  the 


companies  had  to  cut  every  cuttable  cost,  numberless 
traveling  businessmen  were  grounded  and  told  to  tele- 
phone instead. 

And  in  many  many  cases  it  was  found  that  the  phone 
call  worked  (when  the  phone  did)  as  effectively  as,  and 
at  mucho  less  cost  than,  the  personal  visitation. 

To  overcome  this  "don't  go— phone"  philosophy  is  going 
to  prove  a  bit  difficult.  For  sure,  though,  the  number  of 
air  travelers  will  climb  again  as  more  people  begin  to  do 
more  business.  The  rate  and  time  of  this  climb  will  just  be 
less  and  longer  than  those  financing  the  airlines  would  like. 

SWATH  WIDENS 

Grand  National  (as  the  Hon.  John  Lawrence  has 
suggested)  is  another  question:  and  a  tremendous 
one.  To  us  the  common  sense  of  the  matter  is  clear. 
While  the  picture  remained  the  property  of  the 
Earls  of  Radnor  in  Wiltshire  few  British  people 
saw  it  or  wished  to.  Those  who  did  not  will  there- 
fore suffer  no  deprivation  if  it  becomes  the  property 
of  a  gentleman  in  America.  After  the  present  Earl 
found  himself  compelled  to  offer,  reluctantly,  this 
masterpiece  at  auction  to  defray  iniquitous  taxa- 
tion two  conclusions  were  inescapable.  The  high- 
est bidder  had  no  less  right  to  take  it  out  of 
Britain  than  the  earlier  highest  bidder  had  to  take 
it  out  of  Spain  when  it  was  sold  there  and  brought 
here.  It  would  be  more  sensible  to  reduce  Death 
Duties,  which  are  impoverishing  not  the  dead  but 
the  nation,  than  to  continue  asking  the  public  to 
reimburse  the  inroads  of  rapacious  government." 
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HALL  OF 

It's  been  a  long,  long  time  since  the  still-vast  aerospace 
industry  has  had  a  hero.  Jim  McDonnell,  the  canny  early 
bird  of  the  industry,  was  the  most  recent  when  he  put 
McDonnell  and  troubled  Douglas  together  and  made  them 
both  fly  beautifully. 

Now  there's  a  new  hero  for  this  terribly  troubled  indus- 
try—and he's  only  been  applying  his  knowhow  to  aerospace 
for  a  relatively  short  time.  North  American's  Al  Rockwell, 
reports  Forbes'  informant,  has  achieved  a  $10.5-miilion 
underrun  in  the  Minuteman  III  program  and  saved  mil- 
lions of  dollars  more,  thanks  to  improved  reliability,  re- 
duced maintenance  and  greater  accuracy.  I'm  sure  that 
you,  like  me,  never  knew  there  was  such  a  thing  (or  even, 


FAME 

for  that  matter,  such  a  word)  as  underrun. 

In  the  supersonic  B-l  bomber,  North  American  Rockwell 
and  the  Air  Force  "have  ^agreed  on  procedures  that  will 
reduce  the  cost  of  the  prototype  airplanes  almost  $300 
million." 

Yet  in  each  of  the  last  five  quarters  North  American 
Rockwell  has  increased  earnings,  and  announced  a  dividend 
increase  prior  to  the  freeze.  Under  Mr.  Rockwell's  auspices 
it  would  seem  that  in  this  giant  aerospace  outfit  the 
Government  and  the  taxpayers  and  the  shareholders  are 
all  winners.  A  few  months  ago  Prentice-Hall  published  a 
book  by  him,  Twelve  Hats  of  a  Company  President. 

Maybe  a  lot  of  us  could  learn  something  by  reading  it. 


.   .   .   AND   SPEAKING  OF  BOOKS 


Some  recently  read— 


David— Report  on  a  Rockefeller,  by  William  Hoffman 
(Lyle  Stuart  Inc.,  $5.95).  This  novel  attributes  virtually 
eveiy  known  sin  to  one  of  the  Rockefeller  family's  most 
dedicated,  unmitigated  Good  Guys.  If  you're  big  enough 
to  be  pilloried  in  print,  this  is  the  way  you  should  hope 
it's  done— so  distorted,  so  exaggerated,  so  wildly  wide  of 
the  mark  that  the  subject,  except  for  the  spelling  of  the 
name,  is  almost  unrecognizable— and  unscathed. 

Time's  Children,  Impressions  of  Youth,  by  Thomas  J. 
Cottle  (Little,  Brown,  $7.95).  This  volume  portrays  the 
poignant  mixture  of  lonesomeness,  hopefulness,  tearful- 
ness and  often  awfulness  of  before-during-after  adoles- 
cence. A  case-historied  seismograph,  combining  warm 
sense  and  intelligent  sensitivity.  "There  is,  then,  a  primi- 
tive core  that  develops  out  of  interactions  with  parents,  a 
core  that  pleads  for  the  overthrow  of  authority.  Yet  there 
is  also  a  hope  that  one  will  be  unable  to  do  just  this.  .  .  . 
Relationships  [with  parents],  therefore,  preclude  both 
equality  and  peership." 

The  Bushwhacked  Piano,  by  Thomas  McGuane  (Simon 
and  Schuster,  $5.95) .  In  unclassic,  Catch  22-like  word  flows, 


this  wacky  novel  describes  the  classic  rich-Problemparents' 
problem  of  a  daughter  pursued  by  an  approved  straight  ar- 
row and  a  wildly  uninhibited  Today  youth.  As  the  ulti- 
mate Put-Down  of  the  system,  straight  arrow  wins  the  girl. 

The  Advance  Man,  by  Jerry  Bruno  and  Jeff  Greenfield 
(William  Morrow  &  Co.,  Inc.,  $5.95).  It's  not  often  a  job 
application  comes  in  book  form,  but  the  Kennedys'  ad- 
vance man  Jerry  Bruno  here  puts  in  to  do  for  Lindsay 
what  he  did  so  effectively  for  JFK.  From  his  scintillating 
telling  of  what  it  takes  to  corral  campaign  crowds,  I'd  rec- 
ommend him  to  any  of  the  many  in  the  '72  run. 

Great  American  Paintings,  by  Thomas  N.  Maytham  (The 
Viking  Press,  $12.50).  As  rich  Americans  have  increased 
in  number  and  awareness,  so  has  the  demand  for  great 
American  paintings.  This  unburdensome  volume  is  a  pleas- 
ant Show  and  Tell  of  50  of  the  U.S.  best  from  the  Metro- 
politan Museum  of  Art  in  New  York,  and  50  from  the 
Museum  of  Fine  Arts  in  Boston. 

Deliverance,  by  James  Dickey  (Houghton  Mifflin  Co., 
$5.95).  Despite  the  rickety  plot  and  impossible  ending, 
this  horror  novel  will  doubtless  cure  many  of  the  yearn 
for  hunting,  camping  and  canoeing  in  the  wilderness. 


FLATTERY 


Occasionally  someone  asks  me,  "Do  you  really  write  the 
editorials  in  'Fact  and  Comment?" 

I  like  to  assume  a  compliment  is  intended,  although  from 
the  tone  of  voice  or  the  tenor  of  letter  it's  often  painfully 
plain  that  the  querier  is  expressing  incredulity  that  any- 
one could  write  such  stuff. 


MOGUL  GIRTH 


Waist  of  time. 
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Actually,  writing  these  editorials  is  the  most  thoroughly 
pleasurable  privilege  of  this  man's  job.  Here,  I  can  express 
big  fat  opinions  often  derived  from  a  modicum  of  facts 
and  seldom  inhibited  by  the  latter. 

Yes,  I  have  the  fun  of  writing  'em,  and  you,  poor  reader, 
can  suffer— or  ignore— 'em. 

APPEARANCES 

The  least  shocked  have  to  appear  the  most. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


away. 

But  your  mind  tells  you  that— with  every- 
thing changing  so  fast— what  you  really  need  is 
a  new  perspective  on  running  your  company. 

Our  Management  Course  for  Presidents 
ets  you  get  both. 

We  run  it  about  a  dozen  times  a  year  at 
very  pleasant  places.  Places  where  you  can  kick 
your  shoes  off.  Re-focus  your  thinking.  And 
share  your  ideas  and  your  problems  with  man- 
agement experts  and  other  chief  executives. 

Every  year,  almost  400  of  the  keenest 


And  they  come  back  even  sharper. 

If  you  want  more  information  without 
obligation,  drop  us  a  note. 

What  your  bones  and  your  mind  may  be 
telling  you  is  simply  this:  sometimes  the  best 
thing  you  can  do  for  your  company  is  to  do 
something  intelligent  for  yourself. 


J  The  Presidents  Association 


American  Management  Association  Bldg. 

135  West  50th  Street,  New  York,  N.Y.  1 0020 

Attention:  Mr.  Robert  Harper 


December  1-6,  1971 

launa  Kea  Beach  Hotel,  Kamuela,  Hawaii 

January  4-8,  1972 

Round  Hill,  Jamaica,  W.I. 

February  7-12,  1972 

Cheeca  Lodge,  Islamorada,  Fla. 

March  6-11,  1972 

Pierre  Marques,  Acapulco,  Mexico 


March  8-13,  1972 

Posada  Jacarandas,  Cuernavaca,  Mexico 

March  20-24,  1972 

Davos,  Switzerland 

April  5-10,  1972 

Indies  Inn  &  Club,  Duck  Key,  Florida 

April  7-12,  1972 

Boca  Raton  Hotel  &  Club,  Boca  Raton,  Fla. 


May  22-27,  1972 

Grand  Hotel,  Point  Clear,  Alabama 

July  10-14,  1972 

AMA  Grove,  Hamilton,  N.  Y. 

August  7-12,  1972 

Jasper  Park  Lodge,  Jasper,  Alberta,  Canada 

September  25-29,  1972 

AMA  Grove,  Hamilton,  N.  Y. 
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ost  slips  don't  deserve 
the  name. 

Instead  of  slipping,  they  creep,  crawl, 
cling  and  crackle  with  static. 

Now  comes  Ultron®  nylon  fiber  from  Monsanto. 

It  makes  slips  that  slip  as  a  slip  should  slip, 
because  it's  anti-static. 

It  also  resists  dirt.  And  what  stains  and  soil  it  does 
pick  up  are  easily  released. 

What's  more,  it's  whiter  than  other  nylons  to  begin 
with  because  it  isn't  transparent. 

If  you  manufacture  lingerie  (or  sell  it)  you'll 
appreciate  how  good  Ultron  is. 

But  to  appreciate  what  went  into  inventing  it,  you'd 
have  to  be  a  scientist. 

As  good  as  the  ones  who  keep  inventing  things  in 
fields  as  diverse  as  fibers,  flavors,  electronics  and 
environmental  engineering  at  MnnSdlltO: 

the  science' 
company. 
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Antitrust:  Storm  Signals 

That  cloud  over  Washington  could  be  the 
ghost  of  trustbuster  Teddy  Roosevelt. 


Thl  (loid  portending  a  new  wave 
of  government  trustbusting  of  big 
business  is  still  small  over  Washing- 
ton, but  it  is  already  considerably 
larger  than  a  man's  hand.  For  exam- 
ple, next  year  legislation  will  be  pro- 
posed to  strengthen  enforcement  of 
existing  antitrust  laws  and  set  up  an 
antitrust  commission  of  some  sort  to 
review  every  merger  in  the  land. 

Of  course,  that  is  not  to  sa\  thai 
such  legislation  will  pass  next  year, 
urry  passage  is  not  only  doubt- 
ful but  even  unlikely.  But  antitrust 
matters  traditionally  are  slow  to  build 
up  a  constituent)  in  Congress.  His- 
torians point  out  that  sufficient  sup- 
port to  pass  tlu  1950  CeUer-Kefauvei 
Act.  which  restricted  mergers  within 
the  same  industry,  took  12  years  to 
build  up,  with  time  out  for  a  war. 
And  in  those  days  the  public  was 
apathetic,  as  it  often  is,  toward  any- 
thing so  complex  as  antitrust  law  . 

The  sitnis  are  considerably  more 
promising  for  the  trustbusters  today. 
Alter  all,  the  public  demonstrations 
against  industry  building  power 
plants,  discharging  waste  materials, 
raising  prices  or  advertising  in  the 
old  "biner  beware"  fashion  have  a 
common  thread  to  them,  a  thread  of 
suspicion  ol  big  business.  It  is  well- 
nigh  inconceivable  that  this  suspicion 

should  not  be  telt  in  antitrust. 

Specifically,  there  is  in  Congress 
concern  over  concentrations  of  power 

in  certain  industries.  President  Nixon's 
drastic  measures  to  control  inflation 
have,  if  anything,  furthered  this  con- 
cern. Some  in  Congress  blame  con- 
centrations in  industry  for  the  inabil- 
ity of  the  economy  to  respond  to  free- 
market  solutions,  necessitating  the 
President's  actions. 

Senator  Phillip  A.  Hart  (Dem., 
Mich.),  the  influential  chairman  of 
the  Senate  Subcommittee  on  Antitrust 
and  Monopoly  Legislation,  responded 
to  the  new  economic  program  by  com- 
ing out  strongly  for  new  legislation  to 
restructure  concentrated  markets. 
This  is  rather  a  new  departure  for 
Hart:  "I've  been  saying  we  don't  need 
new  antitrust  laws  for  the  eight  years 
I've  been  chairman  of  this  commit- 
tee," he  says.   "But   I   got  damn  sick 


and  tired  of  this,  because  the  trend 
toward  concentration  continues."  He 
has  now  set  his  committee  staff  to 
drawing  up  legislation  which  would, 
in  some  way,  add  more  stringent 
guidelines  to  antitrust  laws  on  the 
books  and  possibly  set  up  a  new  anti- 
trust commission  with  broad  powers 
to  break  up  existing  concentrations. 

The  idea  of  a  new  body  to  govern 
all  corporate  acquisitions  and  mergers 
and  to  oversee  all  joint  ventures  in  in- 
dustry is  the  centerpiece  of  Repre- 
sentative Emanuel  CeUer's  (Dem., 
X.Y.)  proposals  to  remedy  concentra- 
tion in  markets,  Celler,  the  83-yrar- 
old  chairman  of  the  House  Judiciary 
Committee,  who  lias  been  interested 
111  antitrust  since  coming  to  Congress 
in  1922,  last  September  urged  the 
establishment  of  an  Office  of  Indus- 
trial Organization  in  the  executive  of- 
fice ol  the  President.  At  the  time  he 
contended  that  conglomerate  mergers, 
while  not  inherently  evil,  have  noth- 
ing to  do  with   increased   productivity 

but  everything  to  do  with  increased 

financial  power. 

"I'm  not  necessarily  against  big- 
ness," says  Celler,  voicing  the  stand 
arcl  antitrust  litany.  "It's  a  question  ol 
what  bigness  brings.  I  agree  with 
Lord  Acton,"  who  remarked  that 
power  corrupts,  but  absolute  power 
corrupts  absolutely. 

CeUer's  Office  of  Industrial  Orga- 
nization, should  it  become  reality, 
would  govern  mergers  in  all  indus- 
tries, even  regulated  ones  that  are 
now  the  province  of  their  own  regu- 
latory agencies.  This  would  mean  all 
the  transportation  industries,  the 
banks,  the  securities  business,  utili- 
ties and  communications  companies. 
Furthermore,  the  OIO  would  also 
have  authority  to  "provide  for  dis- 
solution, divorcement,  or  divestiture 
of  corporate  organizations." 

What  are  the  chances  of  such  a 
thing?  "We  are  going  to  have  hear- 
ings next  year,"  says  Celler,  "and 
then  we'll  have  a  bill.  It  will  take  a 
long  time"— but  not  so  long  that  Celler 
at  83  cannot  dream  of  adding  a  Cel- 
ler-Hart  Act  to  the  statute  books 
alongside  Celler-Kefauver. 

But     what     about     economies     of 


Theodore  Roosevelt 

scale?  What  about  the  need  to  com- 
pete with  state-supported  economies 
like  that  of  Japan?  The  example  that 
always  answers  such  questions  for 
Hart  and  Celler  is  steel— the  U.S. 
steel  industry  which  meets  declining 
demand  by  raising  prices,  which  does 
not  compete  in  world  markets  and 
which  was  roundly  criticized  by  one 
of  the  President's  own  former  econom- 
ic advisers,  Hendrik  Houthakker,  in 
a  report  issued  before  he  left  Wash- 
ington  (Forbes,  Aug.   15). 

The  Nixon  White  House  does  not 
share  the  rising  concern  about  con- 
centration, focusing  rather  on  the 
need  for  more  U.S.  market  power.  But 
in  politics  all  things  change  with  the 
public;  and  the  public  that  is  read- 
ing such  books  as  America  Inc.,  co- 
authored  by  a  former  chief  counsel 
of  Hart's  committee,  and  listening  to 
Ralph  Nader  shows  increasing  signs 
of  voting  for  what  is  called  the  "new 
populism"— a  phrase  that  could  trans- 
late into  "break  up  General  Motors." 

True,  the  trust-busting  climate  is 
only  cloudy  now,  but  clouds  do  some- 
times generate  thunderbolts.  ■ 
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Ford  in  the  Future? 

Luxury  cars  and  big  trucks;  get  the  world  to  trade  up; 
push  the  profit  button.  But  what  of  the  Japanese? 


Once  or  twice  every  working  day 
Lee  A.  Iacocca,  president  of  the  Ford 
Motor  Co.,  stares  out  his  wide  pic- 
ture window  at  the  cars  that  scurry 
along  the  freeway  past  Ford's  World 
Headquarters  Building  in  Dearborn, 
Mich.  "I  see  them,  and  I  know  that 
every  hour  there  are  cars  dropping 
out  around  the  country,"  he  says. 
"That's  7.5  million  a  year  going  to  the 
scrap  heap,  a  gap  that  has  to  be  filled. 
So  who  the  hell  cares  whether  the 
normal  growth  factor  on  top  of  that 
is  only  700,000  or  a  million  when 
we're  talking  7.5-million  U.S.  car 
sales  just  to  start  with?" 

That  scrappage  figure  is  rising  fast, 
and  to  Iacocca  it's  more  than  just  a 
sales  base.  It's  also  an  ace  in  the  hole. 
Because  he  knows  that  most  of  the 
growth  in  the  U.S.  car  market— only 
3.5%  a  year  in  the  1960s— is  being  eat- 
en up  by  foreign  imports.  Low-margin 
small  cars  may  end  up  with  more 
than  35%  of  unit  sales  this  year.  So 
you  need  a  real  ace  when  you're  ven- 
turing, as  Iacocca  is,  along  some  dif- 
ferent pathways  for  Ford,  once  undis- 


S^tit 


Ford 


(ococco 


putcd  king  of  the  low-price  field. 

Iacocca's  strategy  is  fourfold:  Push 
Ford  heavily  in  the  more  profitable 
luxurj  field  while  keeping  the 
new  small  ears  loaded  with  high- 
margin  options;  make  Sots  of  hay  over- 
seas when  Ford  already  leads  General 
Motors;  holster  the  highballing  truck 
division;  and  even  'mild  up  some 
possibly  profitable  iii  <  rsions,  such  as 
heavy  industrial  equip)  I  rec- 

reational vehicles  for  Europeans, 

If  that  formula   doesn't   sound   like 
a  frontal  assault  on  the  Japanes 
port     threat,     remember    that     import 
competition  isn't  the  only  problem  (he 
U.S.    automakers    have    faced    in    the 
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past  few  years.  Industry  profits  have 
been  under  great  pressure  as  well.  In 
1965  Ford  earned  $703  million  after 
taxes,  or  6.2%,  on  sales  of  $11.5  billion. 
In  1970  it  returned  $516  million,  or 
3.5%,  on  sales  of  $14.9  billion. 

"We've  got  to  protect  our  margins," 
says  Iacocca.  "In  a  $16-billion  business 
[Ford  will  be  that  easily  this  year], 
we  don't  feel  we  could  go  very  well 
below  3%  or  2%.  When  you  are  in  a 
big  business  and  you  get  down  to  2% 
on  the  sales  dollar,  it  doesn't  take 
much  to  cripple  you." 

The  pressure  is  all  the  more  intense 
because  rising  wage  and  material 
costs  are  not  the  only  increases  affect- 
ing the  auto  industry's  margins. 
There's  the  growing  burden  of  gov- 
ernment safety  regulation.  "Govern- 
ment is  skyrocketing  our  development 
costs,"  says  Ford  Chairman  Henry 
Ford  II.  "If  they  want  to  boost  our 
prices,  sending  customers  elsewhere 
and  bringing  unemployment,  they 
can  play  that  game  because  that's 
the  law.  But  if  they  do,  I  bet  we'll  see 
the  dropping  of  some  major  car  lines 
soon." 

Henry  Ford's  candor  and  belliger- 
ence on  the  safety  issue  are  credited 
with  causing  government  safety  men 
to  extend  the  deadline  for  installation 
of  the  air  bag  from  the  1974  to  1976 
model  years.  Even  so,  by  then  Ford 
figures  that  emission  and  damageabil- 
ity  outlays  will  average  at  least  $300  a 
car,  with  another  $200  from  other 
safety  items  and  the  air  bag  when  it 
comes  in.  So,  by  1976,  automakers 
will  need  a  real  cushion.  Iacocca's 
job  is  to  provide  it.  And  this  is  why, 
when  public  attention  has  been  fo- 
cused on  the  small-car  surge,  Iacocca 
has  been  putting  his  emphasis  on 
strengthening  Ford  where  the  big 
profits  are.  That  includes  promoting 
top-of-the-line  Fords  like  the  LTD. 
And  it  also  means  a  larger  role  in  the 
Ford  mix  for  the  Lincoln-Mercury  di- 
vision, whose  line  has  been  revamped 
to  include  the  sporty  Capri  import  as 
well  as  the  Cadillac-like  Mark  IV. 
Marginal  dealers  have  been  pushed 
out  while  the  total  dealer  network 
has  been  expanding.  (Iacocca  has 
been  simultaneously  whacking  away 
at  costs  companj  wide,  claims  to  have 
reduced  overhead  by  $150  million  in 
18  months  by  holding  down  new  em- 
ployment and  "just  trying  to  do  thou- 
sands of  jobs  better.") 

The  luxury  and  semiluxury  market 
is  extremely  thin,  however,  It  makes 
up  less  than  5%  of  the  units  sold  in 
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Gone  Tomorrow.  U.S.  cars  last  only 

the"  U.S.  and  $3  billion  of  the  dollar 
volume— and  Ford  has  had  only  limit- 
ed success  in  attempting  to  expand  its 
position  there  before.  The  middle  and 
upper  ranges  of  the  auto  market  have 
always  been  General  Motors'  special 
province,  one  reason  its  margins  have 
averaged  nearly  50%  more  than 
Ford's.  Ford  traditionally  gathered 
80%  of  its  sales  at  the  low  end.  Will 
big-car  margins  for  Ford  be  enough 
to  offset  the  dollars  lost  on  stripped- 
down,  subcompact  Pintos? 

"We  don't  sell  any  stripped-down 
Pintos,"  Iacocca  retorts  gruffly.  Ford, 
in  fact,  has  been  attempting  to  up- 
grade its  margins  by  increasing  the 
number  of  options  available  not  only 
for  the  Pinto  but  for  most  of  its  lines. 
Indeed,  the  focus  on  profit  margins  is 
so  intense  that  Ford  has  virtually 
abandoned  plans  to  build  a  sub-sub- 
compact  for  the  U.S.  market.  "I  don't 
think  we  could  get  enough  out  of  it 
to  make  it  worth  our  while,"  Henry 
Ford  says.  "For  years  we've  been  in  a 
nice,  happy  rut  at  Ford  with  an  out- 
put of,  with  trucks,  about  3.2  million 
units,"  says  Iacocca.  "We  always  said 
we'd  make  out  on  volume,  and  mar- 
gins would  take  care  of  themselves." 

Around  the  World 

Ford  is  also  putting  additional  chips 
on  its  once  draggy  truck  division, 
where  the  market  has  been  growing 
almost  8%  a  year,  double  the  rate  for 
passenger  cars.  Ford  claims  that  its 
truck  division  leads  the  world  in  pro- 
duction with  about  a  million  units. 
True,   Chevrolet  and   GMC   together 


about  ten  years;  by  1  975  there  will  be  9  million  a  year  being  replaced. 


do  turn  out  more  trucks  than  Ford; 
but  Ford  did  pass  Chevrolet  in  truck 
sales  three  vears  ago,  and  now  holds 
36%  of  the  U.S.  market.  Until  recent- 
ly. Ford's  truck  margins  were  paper- 
thin  too.  But  it  has  restyled  its  trucks 
and  widened  the  model  mix,  with  the 
result  that  dealers  now  find  them 
high-profit  items.  The  newest  push 
is  into  the  heavy-duty  truck  market 
(19,500  pounds  and  over).  And  Ford 
plans  to  put  a  gas  turbine  engine  in 
its  biggest  trucks  by  the  mid-1970s. 

"We're  strong  in  trucks  here  and  in 
the  British  Isles."  sav  s  Iacocca.  "But 
the  Continent  is  a  big  truck  market, 
too,  and  we've   just   begun   to  fight 

there."  Iacocca  lias  lus  mind  on  selling 
the  Europeans  industrial  equipment  to 
build  highways,  following  up  with 
trucks,  recreational  vehicles  and  cars 
to  travel  the  bigger  roads.  He  may 
have  something  going.  Common  Mar- 
ket auto  sales  are  expected  to  rise 
from  the  1  f  million  units  in  1968  to 
6.5  million  by  1973-a  Ink,'  <>|    IS. 

But  tin  really  big  promise  in  Ford's 
future,  as  [acocca  sees  it.  is  in  expand- 
ing into  a  truly  commanding 
position  in  the  vast  international  auto 
market.  Nearly  a  third  oi  Ford's  dollai 

volume,  [acocca  says,  now  comes 
from  outside  the  U.S.  and  Canada. 
compared  with  26%  of  total  revenues 
and  24%  of  profits  just  last  year.  In 
overseas  penetration,  according  to  the 
Arthur  Lipper  Corp.,  Ford  has  GM 
beat,  boasting  9.7%  of  the  foreign 
market  to  GM's  8.6%. 

It  sells  cars  in  133  countries  and  is 
currently  pouring  more  than  40%  of 


its  $700  million  in  capital  expenditures 
this  year  overseas.  It  plans  to  move 
into  Indonesia  and  Yugoslavia  soon, 
is  expanding  in  the  Philippines  and 
Thailand,  and,  despite  troubles  in 
Latin  America,  expects  to  announce  a 
big  outlay  soon  for  Brazil.  The  reason 
is  elemental:  There  has  been  an  ero- 
sion in  Ford's  U.S.  profitability  since 
1965,  but  net  income  from  overseas 
operations  has  nearly  doubled.  And 
the  trend  is  still  upward:  With  wider 
roads  and  rising  affluence,  Ford  sees 
even  Europeans  opting  for  larger, 
higher  priced  and  higher  profit  ears. 

Overseas,  ford  places  emphasis  on 
a  "common  market''  approach  to  pro- 
duction and  sales.  Ford  of  Europe,  for 
example,  is  an  umbrella  company  that 
runs  major  production  (enters  in  both 

England   and   Germany.   This   allows 
ompanj  to  rationalize  truck  and 
car  lines  so  that  identical  vehicles  can 
be  made  in  separate  factories. 

"II  von  can  do  things  in  big  chunks. 
you  can  gel  profitability  up,"  Iacocca 
notes  "We  u.inl  to  centralize  opera- 
tions   worldwide."    lord    lias    already 

begun  to  put  common  units  into  differ- 
ent Car  models  worldwide.  The  power 

train  on  the  Pinto,  for  example,  is  the 
same  as  that  in  the  Capri  and  in  the 
small  Taunus  and  Cortina  cars  made 
in  Europe.  Automakers  have  been  do- 
ing some  of  the  same  fol  vears,  only 
not  on  the  same  scale  or  across  oceans. 
The  move  to  more  interchangeabil- 

itv  ol  parts  lias  been  accompanied  by 
a  reduction  in  (lie  number  of  Ford 
models  from  85  to  74.  And  retooling 
for  style  changes,  while  still  a  long 
way  from  the  practice  ol  Henry  Ford 
I  and  Volkswagen,  is  being  drastic, ill\ 
slowed  down.  At  the  same  time,  Ford 
is  trying  to  simplify  final  assembly 
parts  such  as  lender  and  motor  units, 
a  move  that  has  cut  parts  complexity 
by  30%  in  the  last  2Vi  years. 

General  Motors  is  now  following  the 
Ford  pattern,  centralizing  manufac- 
turing for  its  five  divisions  under  one 
assembly  group.  "I  laugh  when  people 
say  they're  doing  it  to  avoid  a  split-up 
from  antitrust  action,"  says  Iacocca. 
"They're  doing  it  because  they're  good 
business  people.  You  can't  have  five 
divisions  going  five  different  ways  any 
more.  The  costs  of  inflation,  the  pre- 
mium  on    efficiency,    require   you   to 
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draw  it  all  together." 

But,  for  all  the  promise,  Ford's  over- 
seas problems  are  mounting.  Ford  of 
England  hasn't  recovered  yet  from  the 
strike  last  winter.  In  Germany,  where 
Ford  produces  cars  for  a  number  of 
European  markets,  revaluation  of  the 
mark  will  make  its  products  less  com- 
petitive. And  pricing  overseas  is  al- 
ready critical,  partly  because  many 
foreign  auto  companies  are  subsidized 
by  their  governments.  "They  just  don't 
price  up  for  a  fair  profit  like  we  do 
here,"  Ford  says. 

Even  worse,  Ford  faces  growing 
nationalism  in  many  foreign  markets— 
recently  Peru  closed  down  and  Chile 
took  over  Ford  plants— but  Ford  still 
looks  on  its  growing  overseas  opera- 
tion as  a  good  long-term  investment. 
"You  can't  make  money  in  eveiy  coun- 
try every  year,"  Henry  Ford  notes.  In 
Asia,  government  leaders  seem  to  have 
accepted  his  plan  to  set  up  small  man- 
ufacturing units  for  different  parts 
which  then  would  be  shipped  around 
for  assembly  in  each  nation.  The  idea 
is  to  provide  jobs,  and  cars,  for  de- 
veloping nations  while  saving  them 
big  capital  outlays.  Ford  also  hopes 
to  avoid  the  problems  he  experienced 
in  Latin  America,  where  local  content 
rules  kept  pushing  up  prices. 

Ford,  of  course,  doesn't  have  any 
lock  on  the  overseas  market,  although 
it  does  better  than  both  Toyota  and 
GM  in  foreign  sales.  Everywhere  Ford 
turns— Canada,  Australia,  even  South 
Africa— it  finds  the  Japanese  auto- 
makers rolling  in  with  capital  to  spare. 
"\\  e  keep  calling  them  trading  part- 
ners," says  Iacocca.  "What  that  means 
is  you  don't  call  them  trading  enemies, 
but  that  you're  in  a  real  big-league 
game  against  the  Japanese  and  the 
Germans.  They  are  figbting  to  knock 
your  brains  out— in  the  marketplace— 
and  we're  doing  the  same  thing.  And 
it's  turned  into  a  damn  bitter  com- 
petitive struggle." 

Doing  Your  Own  Thing 

"We  may  stop  the  import  surge," 
Henry  Ford  says,  "but  I  doubt  that 
we'll  turn  them  back.  The  Japanese 
aren't  doing  so  well  at  home,  so 
they're  flooding  every  other  market. 
I'll  bet  if  China  ever  opens  up,  you'll 
find  the  Japanese  already  there  by 
the  busload." 

Which  is  why  Ford  is  not  putting 
its  primary  emphasis  into  a  head-on 
confrontation  with  the  Japanese  but 
into  that  ace-in-the-hole  U.S.  replace- 
ment market,  into  trucks  worldwide, 
into  the  international  market  where 
Ford  has  the  savvy  to  meet  its  compe- 
tition on  something  like  equal  terms. 

If  you  can't  beat  them  or  join  them, 
it's  at  least  better  to  fight  a  global 
business  battle  on  your  own  terms.  ■ 
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Land  of  Hope  and  Despair 

Investment  alone  won't  cure  Northern  Ireland's  ills,  but  without  it  there  is  no  cure. 


To  focus  on  Northern  Ireland's  eco- 
nomic problem  today  may  seem  my- 
opic, but  it's  not.  Northern  Ireland 
at  present  is  not  attracting  the  new 
foreign  investment  it  needs  to  provide 
jobs  for  its  people  and  prevent  the 
current  violence  from  becoming  all- 
out  civil  war. 

This  is  ironic,  because  while  for- 
eign investment  has  been  an  econom- 
ic cure  for  Northern  Ireland  it  has 
also  been  a  cause  of  the  unrest  that 
is  tearing  the  region  apart.  After 
World  War  II,  Northern  Ireland  need- 
ed new  industry  to  replace  its  declin- 
ing linen  and  shipbuilding  trades  and 
to  soak  up  the  people  coming  off  the 
land.  So,  spending  heavily  on  educa- 
tion, transportation  and  communica- 
tions, it  attracted  new  industry.  Much 
of  it  came  from  within  the  United 
Kingdom  (of  which  Northern  Ireland 
is  a  semiautonomous  part)  but  also, 
especially  in  the  last  decade,  some 
$560  million  of  it  came  from  overseas, 
$360  million  from  U.S.  companies. 

The  new  industry,  big  and  modern, 
cared  not  a  hoot  for  the  ancient  his- 
tory that  lies  like  a  damp  chill  on 
Northern  Ireland.  Nor  did  it  care 
where  its  workers  went  to  church. 
But  its  higher  wages  helped  to  open 
up  Northern  Ireland's  economy,  and 
this  led  to  Catholic  minority  demands 
for  a  better  deal  economically  and  po- 
litically. These  demands  shook  the 
Protestant  Unionist  political  party  that 
has  ruled  the  North  since  the  dual 
states  were  set  up  in  1921. 

It  must  be  understood  that  the 
Protestant  majority  in  Northern  Ire- 
land   (65%  of  the  region's   1.5-million 


population)  is  a  fearful  one.  For  al- 
though a  majority  in  the  northeast  of 
Ireland,  it  is  a  minority  in  the  4.5- 
million  population  of  the  whole 
32,595-square-mile  island.  Moreover, 
the  allegiance  of  many  of  the  North's 
Cadiolics  has  always  lain  with  a 
united  Ireland  in  which  the  northern 
state  would  disappear.  This  led  the 
Unionist  rulers  (the  name  means 
union  with  Britain)  to  develop  their 
own  state  like  a  fortress.  Starting  with 
the  island's  finest  industrial  base, 
around  Belfast,  they  parceled  out 
economic  development  to  areas  where 
Protestant  Loyalists  held  numerical 
sway.  And  if  the  wages  weren't  up 
to  general  United  Kingdom  levels, 
well,  in  a  fortress,  all  must  accept 
restrictions.  There  was,  of  course, 
short  shrift  for  the  predominantly 
Catholic  areas  on  the  western  and 
southern  fringes  of  5,242-square-mile 
Northern  Ireland. 

Great  Start 

But  the  bountiful  new  industries 
were  changing  old  ways.  Northern 
Ireland's  target  is  to  create  8,000  new 
jobs  a  year.  "We  were  making  8,116 
new  jobs  in  1966,"  says  William  Tay- 
lor, head  of  industrial  promotion  in 
the  Ministry  of  Commerce.  "The  econ- 
omy was  taking  off  in  1966,  but  then 
the  United  Kingdom  recession  knocked 
the  head  off  British  investment." 

That  recession  was  a  watershed  in 
more  ways  than  one.  A  year  earlier, 
in  January  1965,  the  late  Sean  Le- 
mass,  then  prime  minister  of  the  Irish 
Republic,  had  journeyed  from  Dublin 
to  Belfast  for  a  meeting  with  Terence 


O'Neill,  then  prime  minister  of  North- 
ern Ireland.  Enthusiasm  ran  high  for 
a  new  era  in  relations  between  two 
parts  of  what  is,  after  all,  a  single 
small  island. 

But  Northern  Ireland's  economy 
•did  not  regain  its  old  vigor  after  the 
1966  recession.  And  to  complicate 
matters,  the  traditionally  poor  and 
agricultural  Irish  Republic  was  en- 
joying an  economic  boom  in  1967  and 
1968,  based  on  foreign  investment 
(over  $300  million  to  date)  it  had 
lured  into  the  country  with  grants  and 
tax  concessions.  Now  a  poor  Ireland 
to  the  south  was  one  thing.  But  an 
Irish  Republic  leaving  poverty  be- 
hind seemed  a  threat  to  the  right- 
wing  Unionists,  who  soon  deposed 
the  moderate  Terence  O'Neill. 

In  1969  fighting  broke  out  between 
Catholics  and  Protestants  in  the  work- 
ing-class streets  of  Belfast  and  Lon- 
donderry, leading  to  British  troops  be- 
ing sent  in  to  protect  the  Catholics, 
to  a  new  life  for  a  then-moribund  ter- 
rorist organization  calling  itself  the 
Irish  Republican  Army— and  to  a  dry- 
ing up  of  foreign  investment. 

Of  these,  the  last  is  most  important. 
Given  lead  time  for  investment,  North- 
ern Ireland  will  feel  the  impact  of  the 
1969  drying  up  of  new  money  next 
year.  Last  year's  5,515  new  jobs  were 
2,500  shy  of  the  target.  Unemploy- 
ment is  running  close  to  9%.  Worse 
yet,  customers,  worried  over  delivery 
from  Northern  Ireland  manufactur- 
ers, are  seeking  other  suppliers.  The 
name  businessmen  whisper  is  Court- 
aulds,  the  British  textile  combine.  In 
August    1969,    its    knitwear    factor) 


An  Asiadollar? 

It's  a  trifling  market  compared  with  that  for  Eurodollars,  but  it  may  have  more  future. 


"I've  never  heard  of  an  Asiadollar 
market,"  said  a  normally  alert  Federal 
Reserve  officer  the  other  day.  And 
well  he  might  not  have.  The  Asiadol- 
lar market  is  relatively  small— perhaps 
$600  million— and  it  operates  in  far- 
off  Singapore.  By  contrast,  the  Euro- 
dollar market  is  pi  i()  billion 
and  has  had  plenty  of  notoriety. 

But  some  financial  m<  n  bi 
that  eventually  the  Asiadollar  market 
will  play  an  even  bigger  mi,  than  the 
Eurodollar  market,  now  tli.it  the  Viet- 
nam war  appears  to  be  winding  down. 
One  positive  result  of  that  otherwise 
calamitous  war  has  been  its  economic 
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impact  in  many  Asian  nations.  Some 
$1.5  billion  a  year  in  foreign  ex- 
change was  poured  into  East  Asia 
just  to  buy  goods  for  the  war  effort. 
Therefore,  many  Asian  economies  are 
tilting  upwards,  seem  on  the  verge 
of  industrialization  and,  if  the  war 
ends,  will  be  crying  for  capital. 

The  Asiadollar  had  its  beginning 
in  1969  through  the  good  graces  of 
the  Singapore  government,  which  ex- 
empted foreign  deposits  from  ex- 
change regulations  and  interest  taxes. 
Leaders  in  its  formation  were  the  big 
U.S.  banks  led  by  Bank  of  America 
and  First  National  Citv  Bank  of  New 


York.  An  Asiadollar,  after  all,  is  mere- 
ly a  U.S.  dollar  deposited  in  or  loaned 
by  banks  in  Asia.  The  market's  or- 
ganizers saw  it  as  a  place  to  capture 
"expatriate  dollars,"  which,  because 
of  balance-of-payments  controls,  could 
not  be  borrowed  in  New  York  or  San 
Francisco.  And  they  thought  it  a  fine 
device  to  regionalize  the  financing  of 
Asian  business  projects— including  the 
search  for  oil  in  Southeast  Asia 
(Forbes,  Nov.  1,  1970).  British  and 
Japanese  commercial  banks  have  since 
joined  in. 

"Basically,  it's  a  cold-nosed  money 
market,"   notes    Raymund    A.    Kathe, 
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The  Intricate  Machinery  of  modern  industry  works  uneasily  in  North- 
ern    Ireland     today     behind     a     protective     wall     of     British     soldiers. 


in  Armagh  was  blown  up.  But  Un- 
real  damage    is   to   confidence.    Says 

a  well-placed  Belfast  official:  "If  this 
present  state  continues  six  months, 
we're  in  dire  trouble." 

In  the  Irish  context,  dire  trouble 
means  bitter  war  that  could  engulf 
the  whole  island.  The  British  public  is 
weary  of  its  soldiers  dying  in  its  own 
"Vietnam,"  Northern  Inland.  The 
area,  with  a  $1.9-billion  gross  domes- 
tic product,  was  costing  Britain  $250 
million  a  year  in  social  service  support 
in  the  best  of  times.  Yet  the  basic- 
facts  include  many  promising  ones. 

Ireland    north    and    south,    with    its 


ready  labor  supply  coining  oil  the 
land,  its  investment  grants  and  its  gov- 
ernment cooperation  with  industry,  is 
a  superb  area  for  investment  as  both 
parts  of  the  island  prepare  to  enter 
the  Common  Market.  British  execu- 
tives, hardened  to  ruinous  labor  rela- 
tions, marvel  at  labor  conditions  in 
Northern  Ireland.  Jack  llardman,  a 
Lancashireman  who  heads  marketing 
!mi  Miinsanto  U.K.,  has  known  Mon- 
santo's  acrilan  plant  at  Coleraine, 
Northern  Ireland  since  its  1958  be- 
ginnings. "We've  had  great  coopera- 
tion between  labor  and  management," 
he  says.  The  Coleraine  plant,  started 


at  10  million  pounds  capacity,  has 
expanded  again  and  again  to  its  cur- 
rent 85  million  pounds.  And  Monsan- 
to is  committed  to  a  further  multimil- 
lion-dollar expansion.  "It  could  have 
been  done  elsewhere,"  says  Hard- 
man,  "but  we  decided  on  Coleraine." 

Or  hear  Jim  Shields,  a  Northern 
Ireland  man  himself  and  manager  of 
Ford  Motor  Co.'s  Autolite  plant  near 
Belfast  which  turns  out  carburetors 
and  distributors.  "Ford  considered 
split-sourcing  to  protect  its  supply.  I 
said,  'I'll  give  you  a  30-day  float'  [in- 
ventory] and  they  said  it  couldn't  be 
done.  I  called  the  men  together  and 
explained  that  we'll  lose  this  work  if 
we  don't  show  them  what  we  can  do. 
Now  we're  running  20%  to  25%  above 
the  production  target  of  the  plant  to 
make  this  float  for  them." 

The  "we'll-show-them"  attitude  is 
directed  mainly  at  the  English.  For 
Northern  Irish  workers  who  go  to  En- 
gland are  called  Paddy,  just  as  south- 
ern Irish  workers  are.  There  has  been 
no  religious  strife  in  the  Ford  facto- 
ry or  any  other  that  Forbes  heard 
about.  "The  men  don't  want  it  here," 
half  a  dozen  Ford  men  said. 

Still,  Ford  understandably  holds 
back  on  new  investment  in  Belfast. 
Du  Pont,  with  a  four-plant,  $10()-mil- 
lion  complex  in  poorer,  predominant- 
ly Catholic  Londonderry,  is  equally- 
cautious.  And  so,  new  money  waits  on 
political  stability  and  the  lack  of  new 
money  breeds  more  instability. 

Ironically,  political  stability  was  a 
principal  attraction  for  foreign  invest- 
ment in  Northern  Ireland,  a  part  of  the 
U.K.  where  the  same  political  party 
had  been  in  power  since  1921.  But 
that  very  investment  helped  to  reveal 
the  region's  basic  instability.  For  true 
stability  lies,  of  course,  in  the  flexibili- 
ty to  accommodate  peaceful  change.  ■ 


First  National  City's  senior  vice  presi- 
dent for  Asia.  "If  you're  a  depositor, 
the  bank  looks  at  you  as  somebody 
seeking  the  highest  rate,  not  any  kind 
of  special  service."  Asiadollar  inter- 
est rates,  like  Eurodollar  rates  out 
of  London,  tend  to  be  higher  than 
those  quoted  in  New  York.  They've 
been  up  to  10%  and  above  on  short- 
term  money.  And  recently,  when  New- 
York  banks  were  quoting  5%%  rates 
for  two-  to  five-year  money,  Asiadol- 
lars  could  get  you  7%  for  a  shorter 
time.  Most  deposits  are  over  $25,000. 
Coming  into  the  market  have  been 
a  mixture  of  wealthy  individuals,  cor- 
porations (including  foreign  subsid- 
iaries of  U.S.  firms),  commercial  and 
central  banks.  "Many  smaller  Asian 
banks  use  the  market  for  liquidity- 
purposes, "   Kathe   says.   "If   there's   a 


run  on  their  dollars,  they  can  pull 
them  out  fast."  The  dollars  go  out  in 
loans,  too,  as  far  away  as  Australia 
and  Korea.  "It  gives  Asians  the  feeling 
they  are  building  something  from 
their  own  resources,"  Kathe  says. 

The  Asiadollar  market  is,  of  course, 
an  open  and  fast-moving  market.  And 
it  owes  much  of  its  growth  so  far  to 
U.S.  restrictions  on  the  flow  of  dollars 
overseas.  Vacuums  are  usually  filled. 
The  Japanese,  too,  have  exhibited 
as  strong  a  "money-wall  mentality"  as 
have  U.S.  regulators.  Only  their  aim 
has  been  to  keep  foreign  investment 
and  additional  dollars  out.  After  all, 
their  foreign  exchange  reserves  have 
climbed  to  over  $7.5  billion  from  $4 
billion  in  1970. 

When  the  Japanese  were  ap- 
proached in  1968  to  set  up  the  Asia- 


dollar  market  in  Tokyo,  they  turned 
down  flat  the  overtures  of  U.S.  bank- 
ers. They  refused  to  modify  laws  that 
prohibit  Japanese  banks  from  accept- 
ing foreign  currency  deposits  by  non- 
residents. Nor  would  they  change 
their  interest  tax  or  tough  exchange 
laws.  Now  they  have  tightened  the  ex- 
change laws  even  further  to  stamp 
out  speculation  on  the  floating  yen. 
"The  effect  is  to  keep  the  yen  just 
where  they  want  it,"  says  a  New  York 
economist.  "It's  a  myth  that  the  yen 
is  floating  free." 

The  Japanese,  quite  understand- 
ably, want  to  protect  what  advantage 
they  already  have  in  world  markets. 
So  do  other  nations,  including  the 
U.S.  But  that's  why  free,  open  money- 
markets,  like  that  for  the  Asiadollar, 
may  have  a  swinging  future.    ■ 
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Home  Building:  Is  the  Boom  Hollow? 

All  the  numbers  say  there's  a  housing  boom.  But  is  it  enough 
simply  to  set  new  records?  Several  groups  of  people  don't 
think  so— people  like  builders  and  suppliers  and  customers. 


For  21  years  the  nation's  home  build- 
ers have  had  one  abiding  aim:  to  sur- 
pass 1950,  the  only  year  in  which 
they  managed  to  start  work  on  close 
to  2  million  houses.  After  two  decades 
of  false  starts,  at  last  they  have  their 
target  in  sight.  Housing  starts  late 
this  summer  were  running  at  an  an- 
nual rate  of  2.2  million  units,  a  boom 
by  any  builder's  standards. 

The  figures  have  put  smiles  back 
on  the  faces  of  builders,  their  mate- 
rials suppliers  and  George  Romney.  As 
Secretary  of  Housing  &  Urban  Devel- 
opment, Romney  had  staked  his  po- 
litical future  on  making  progress  to- 
ward the  pious  goal  enunciated  by 
Congress  in  1948,  that  every  Ameri- 
can family  should  have  "a  decent 
home  and  a  suitable  living  environ- 
ment." With  the  housing  boom  now 
expected  to  run  deep  into  1972,  the 
backslapping  going  on  among  Rom- 
ney's  men  at  HUD  and  on  the  build- 
ing sites  would  seem  to  be  in  order. 

Off  Cenfer 

Unfortunately,  it  isn't.  This  year's 
housing  boom  has  some  dangerous 
flaws.  For  one  thing,  it  is  badly  mis- 
shapen. It  is  ill-balanced  geograph- 
ically, producing  more  dwellings  than 
needed  in  some  parts  of  the  country 
and  fewer  in  others.  The  government 
subsidies  that  stimulated  the  boom 
may  also  be  heightening  the  racial 
tensions  they  were  supposed  to  alle- 
viate. And,  surprisingly,  the  boom  is 
producing  a  decidedly  mixed  bag  of 
financial  returns  for  building  and  sup- 
ply companies— such  as  Boise  Cascade, 
whose  83.5%  earnings  collapse  in  this 
year's  first  half  stemmed  in  large  part 
from  a  debacle  in  housing. 

One  fact  that  has  never  been  in 
doubt  is  the  acuteness  of  the  housing 
need  The  bumper  crop  of  World 
War  II  babies  that  made  schools  and 
then  universities  bulge  in  the  Fifties 
and  Sixties  now  are  forming  families 
of  their  own.  But  they  come  into  a 
housing  market  that  has  been  in  the 
doldrums  for  years.  Housing  was  the 
neglected  industry  of  the  1960s:  Starts 
dipped  to  an  annual  rate  as  low  as 
1.2  million,  and  only  once  in  the  dec- 
ade exceeded  1.6  million  (see    hart). 

The  lack  of  new  housing  coincided 
with  heavier-than-usual  blight  and 
decay  in  existing  bouses.  In  the  Six- 
ties roughly  600,000  units  were  aban- 
doned or  demolished  annually.  Lately 


the  rate  of  decay  has  been  increasing 
to  850,000  per  year  as  more  people 
give  up  on  the  older  cities  and  join 
the  exodus  to  the  suburbs.  And  need 
would  have  outpaced  supply  even 
more  but  for  increased  sales  of  facto- 
ry-built mobile  homes,  which  this  year 
should  reach  455,000,  vs.  only 
217,300  as  recently  as  1966. 

But  doesn't  this  year's  surge  fun- 
damentally improve  the  housing  pic- 
ture? If  one  adds  in  the  mobiles,  most 
of  which  act  as  permanent  homes, 
then  total  1971  starts  will  exceed  even 
the  latest  challenge  set  for  Romney  by 
Congress:  Produce  2.6  million  houses 
each  year  until  1978.  So  why  the  con- 
cern over  housing?  First,  because  the 
mobiles  are  a  short-lived  gain.  Most 
last  less  than  15  years,  and  many  are 
already  being  abandoned. 

Then,  too,  much  of  the  housing  is 
not  going  where  the  need  is  greatest: 
in  the  decaying  cities.  Irving  Rose, 
president  of  Advanced  Mortgage 
Corp.,  which  monitors  new  building, 
characterizes  it  as  a  "lopsided  boom." 
It  is  strong  throughout  the  South  and 
West— 70%  of  all  starts  in  the  first  six 
months  of  this  year— and  unusually 
strong  in  the  Mountain  States,  where 
building  permits  have  been  issued  at 
double  the  national  rate. 

What  does  this  reflect?  For  one 
thing,  the  shift  of  some  population  to 
new  jobs  under  the  sun.  About  half 
the  starts  in  the  Mountain  States,  for 
instance,  are  in  Phoenix  and  Denver, 
sites  of  new  operations  for  Greyhound, 
Johns-Manville,  Western  Electric  and 
Kodak.  The  key  determinant  in  this 
boom  is  employment— or  its  lack: 
Builders  in  Seattle  (home  of  Boeing 
Co.)  are  starting  work  on  fewer  than 
6,500  units,  the  least  in  20  years. 

Another  support  of  the  boom  is  gov- 
ernment subsidies.  In  Dallas  35%  of 
new  homes  are  being  built  under  a 
federal  scheme  that  reduces  mortgage 
interest  rates  to  as  low  as  1%.  But  this 
generosity  has  also  had  an  unsched- 
uled result:  overbuilding.  New  house 
sales  have  recently  begun  to  slow 
markedly  in  the  West,  causing  build- 
ers to  reduce  starts  in  September  to  a 
seasonally  adjusted  annual  rate  just 
under  2  million  units.  With  increasing 
frequency,  vacancy  signs  are  being 
bung  outside  apartments,  which  also 
qualify  for  low-rate  mortgages.  In 
Atlanta  7%  are  without  tenants,  in 
Houston  12%  stand  vacant. 


To  an  extent,  the  East  and  the 
North  have  not  been  without  their 
own  surge  in  housing  starts.  The  fig- 
ures look  good  when  compared  with 
previous  years,  but  not  when  related 
to  the  size  of  the  population  that  still 
lives  there  or  the  extent  of  decay  in 
older  housing.  Boston  will  erect  fewer 
than  2,000  units  this  year,  New  York 
City,  39,000.  Newark  should  maintain 
its  dismal  ten-year  average  of  eight 
single-family  units  per  year. 

Barriers  Aplenty 

If  supply  so  obviously  does  not 
match  need,  who  is  to  blame?  Not 
us,  builders  say,  maintaining  that 
housing  officials  must  act  first.  "The 
cities  must  make  it  more  attractive 
for  us,  by  assembling  the  land,  grant- 
ing subsidies  and  managing  projects," 
says  Henry  Lefkowitz,  vice  president 
of  Forest  City  Enterprises,  Cleveland, 
which  like  many  firms  builds  mainly 
in  the  suburbs. 

Even  government  subsidies  have 
had  only  a  modest  effect  on  building 
activity  in  the  East  and  North.  Land 
costs  and  zoning  restrictions  thwart 
their  influence.  To  qualify  for  a  gov- 
ernment subsidy,  the  single-family 
unit  cannot  carry  a  mortgage  greater 
than  $24,000;  most  builders  price 
their  houses  above  $30,000,  closing 
the  market  to  many  who  cannot  raise 
the  difference  in  cash.  The  builders 
argue  that  land  prices  don't  justify 
anything  cheaper,  and  they  have  a 
point:  The  average  price  of  finished 
lots  runs  to  $11,000  in  New  Jersey, 
vs.  less  than  $4,450  in  Arizona. 

Local  zoning  restrictions  also  limit 
the  amount  of  subsidized  housing  be- 
ing built  in  communities  surrounding 
these  older  areas.  Local  politicians 
know  from  experience  they  do  not 
win  votes  by  allowing  an  influx  of 
low-cost/  low-income  housing  to  in- 
crease the  tax  bills  of  existing  home 
owners  for  education  and  welfare. 
They  have  a  point.  A  family  with  two 
children  frequently  requires  schools 
and  municipal  services  costing  $1,500 
a  year.  Yet  a  $15,000  house  yields 
on  average  only  $600  in  property 
taxes.  Somebody  must  pay  the  $900 
difference. 

"Zoning  is  one  of  the  most  misused 
tools  of  our  time,"  says  Maury  Seldin, 
director  of  The  American  University's 
Institute  for  Housing  &  Urban  De- 
velopment Studies  in  Washington.  "It 
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has  been  used  to  achieve  antisocial 
objectives  and  has  been  a  vehicle  of 
corruption."  The  cure  for  such  ills,  it 
has  long  been  popularly  argued,  is 
simple:  Turn  housing  into  a  modern 
industry.  Get  major  corporations  to 
assemble  vast  acreages  and  finance 
large-scale  developments. 

Such  schemes  (went  the  argument) 
would  be  large  enough  to  resist  the 
obnoxious  influences  of  local  politics. 
They  could  even  solve  housing's  other 
persistent  problem,  inefficiency.  In  an 
industry  cluttered  with  little  develop- 
ers, even  the  largest  builders  are  small 
compared  with  major  firms  in  any 
other  industry.  The  largest  single-fam- 
ily home  builder,  ITT  Levitt,  did  $225 
million  in  business  last  year,  but  only 
seven  other  builders  had  annual  sales 
exceeding  $100  million.  The  rest  are 
stick  builders  who  put  up  only  a 
handful  of  houses  a  year.  Being  nu- 
merous and  small,  they  compete  with 
each  other  for  sites,  labor  and  capital 
without  having  the  strength  to  coun- 
ter upward  cost  pressures. 

Unfamiliar  Ground 

Certainly  the  untapped  potential 
in  housing  was  not  lost  on  the  big 
companies.  To  large  concerns  seeking 
diversification,  housing  suddenly  ap- 
peared as  a  growth  industry.  With 
demand  already  exceeding  supply  and 
the  opposition  so  fragmented,  who 
could  lose  in  real  estate? 

Those  responding  to  the  lure  in- 
eluded  such  diverse  giants  as  U.S. 
Gypsum,  Ford  Motor  and  International 
Paper.  But  of  late  the  entries  have 
dwindled.  "It  was  a  fad  that  became 
totally  counterproductive,"  says  Ken- 
neth Campbell  of  Audit  Report, 
which  studies  building  investments. 
What  went  wrong? 

The  big  firms  discovered  something 
they  should  have  foreseen,  that  real 
estate  is  not  a  conventional  business 
and  cannot  be  operated  as  one.  Take 
the  firms  that  entered  by  acquisition. 
They  found  that  the  entrepreneurs  they 
bought  out,  far  from  fitting  into  the 
corporate  mold,  still  wanted  to  make 
their  traditional  seat-of-the-pants  de- 
cisions. In  20  key  mergers  of  builders 
with  major  corporations,  so  far  not  one 
builder  has  worked  out  his  standard 
five-year  employment  contract.  (For 
an  example,  see  box,  p.  36.)  Seven 
of  the  entrepreneurs  quit  in  less  than 
a  year.  And  these  were  men  for  whom 
the  big  companies  had  paid  such 
fancy  prices. 

Part  of  the  dispute  involved  differ- 
ing approaches  to  leverage.  Builders 
like  to  have  the  most  acreage  they 
can  get  for  the  least  outlay,  so  they 
take  options  on  everything.  Corporate 
treasurers  prefer  to  cany  paid-up  as- 
sets on  their  books,  if  only  because  it 
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helps  their  credit  ratings.  As  business 
picked  up,  the  builders  made  increas- 
ingly large  cash  demands  on  their  par- 
ents to  exercise  their  options.  Their 
demands  soon  far  outpaced  their  prof- 
its, as  no  one  knows  better  than  Amer- 
ican Standard  and  Boise  Cascade. 

Real  estate  development  had 
seemed  a  natural  extension  for  both. 
They  both  made  products  that  went 
into  houses,  so  why  not  supply  the 
whole  package?  They  tried,  with  dis- 
astrous effects  on  their  financial  state- 
ments. Boise  Cascade  this  summer 
wrote  off  $78  million  pretax  in  invest- 
ments, much  of  it  in  Burnett-Boise 
Corp.,  an  all-black  company  building 
in  black  communities.  Two  years  ago 
Boise  President  Robert  V.  Hansberger 
was  extolling  the  virtues  of  social  re- 
sponsibility and  urging  other  compa- 
nies to  join  Boise  in  programs  to  aid 
the  deprived. 

This  year  Boise,  its  earnings  down 
83.5%  in  the  first  half,  began  laying 
plans  to  ease  its  way  out  of  on-site 
house-building  operations.  It  had  sim- 
ply proved  too  difficult,  the  company 
said,  to  find  land  on  which  it  could 
deliver  a  moderately  priced  house  and 
still  make  the  type  of  return  on  invest- 
ment that  a  company  like  Boise  needs. 

The  moral  is  by  no  means  that  the 
big  companies  should  avoid  projects 
like  Burnett-Boise.  But  at  the  same 
time,  they  must  not  naively  expect 
short-run  profits  from  schemes  that 
are  bound  to  have  long-term  costs. 

American  Standard  is  another  that 
has  paid  the  price  for  ignoring  this 
basic  point.  It  entered  housing  in  1968 
by  buying  William  Lyon  Develop- 
ment Co.  in  Newport  Beach,  Calif. 
(1970  volume:  $135  million).  It  ex- 
pected profits  and  got  them.  But  it 
also  got  a  negative  cash  flow  that 
helped  to  drain  almost  dry  this  once 

Drawing  by  Koren;  ©  1971  The  New  Yorker  Magazine,  Inc. 


Immobile.  Resting  on  cinder  blocks,  mobile  homes  offer  lowest-cost 
housing  available  for  many.  But  they  depreciate  faster  than  conven- 
tional housing  and  already  are  causing  their  own  abandonment  problem. 


cash-rich    plumbing    supplies    maker. 

American  Standard  thought  it  could 
get  off  this  financial  treadmill  and  re- 
coup the  $30  million  cash  it  had 
pumped  into  Lyon  by  selling  the  op- 
eration to  a  group  of  investors  that 
included  William  Lyon,  the  original 
seller.  But  at  the  last  moment  the 
deal  collapsed  with  a  touch  of  irony. 
The  would-be  purchasers  couldn't 
raise    the    cash    to    swing    the    deal. 

The  big  firms  have  tended  to  ap- 
proach housing  in  the  tradition  of  the 
car  manufacturers,  says  Washington 
lawyer  Myron  P.  Curzan,  who  special- 
izes in  housing  problems.  The  car 
manufacturers  give  a  warranty  on 
their  products,  but  let  others  pacify 
the  purchaser  when  problems  arrive. 
In  the  same  way  the  big  firms  readi- 
ly assemble  land  and  erect  houses, 
but  shy  away  from  ownership  or 
management  of  a  development. 
"Their  interest  is  in  net  income," 
according  to  Curzan.  "The  ownership 
of  low-  or  moderate-income  housing 
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projects  has  a  negative  value." 

The  entry  of  big  business  into  real 
estate  has  also  had  little  effect  so  far 
on  the  other  problem  it  was  meant  to 
solve— efficiency  in  home  building.  Its 
entry  has  bolstered  only  slightly  the 
construction  of  houses  inside  factories, 
long  hailed  as  the  solution  to  the  in- 
dustry's crippling  labor  costs.  Only  one 
house  in  35  this  year,  or  75,000  units 
in  all,  will  be  a  modular.  Factory- 
made  home  production  is  doubling 
annually,  but  the  rate  is  far  from  im- 
pressive, especially  considering  the 
size  of  the  base. 

Price  Appeal 

By  contrast,  mobile  home  produc- 
tion increased  fourfold  in  the  past 
decade,  to  401,190,  and  is  still  climb- 
ing at  20%  a  year.  The  mobiles  have 
become  permanent  homes  for  many, 
stacked  up  on  concrete  blocks  in  trail- 
er parks  wherever  local  authorities 
permit.  Why  are  they  so  popular? 
Simply  because  they  are  the  cheapest 
form  of  housing  available.  For  as  lit- 
tle as  $12,400  a  mobile  home  can 
provide  1,368  square  feet  of  interior 
space,  equivalent  to  a  fair-sized  sin- 
gle-family house  and  larger  than 
many  apartments. 

Modular  homes,  on  the  other  hand, 
have  so  far  failed  to  lower  construc- 
tion costs  appreciably— and  probably 
will  not  in  the  near  future,  either. 
Their  appeal  lies  mainly  with  pro- 
ducers who  need  a  way  around  the 
labor  shortages  that  traditionally  snarl 
up  any  long-run  housing  boom.  It  is 
easier  and  cheaper  to  get  and  keep 
people  working  year  round  in  a  fac- 
tory than  on  an  icy  building  site.  "Off- 
site  building  isn't  any  less  expensive, 
but  at  least  it's  more  reliable  and  that's 
important,"  says  Kaufman  &  Broad 
President  Eugene  Rosenfeld. 

Modular  homes  have  appeal  in 
Washington,  too.  In  1969  Secretary 
Romney    unveiled    Operation    Break- 
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uenerai  ciecinc... 
Industry's  leading  pa 
in  industrial  automati 


it  Harris-lntertype  .  .  .  Schriber  Division.  GE  CommanDir'  manufacturing  automation  system  increases  production  of  parts  for  printing  equip- 
ment  System  integrates  machine  control,  program  editing,  and  production  logging,  to  improve  management  control  of  machine  operations 

^•running  a  machining  complex  with 
reduction  changeovers  in  seconds** 

...automatically 

:rom  making  parts  to  weaving  textiles  or  processing  tire  cord,  General  Electric  equipment 
and  services  increase  productivity,  product  quality,  return  on  investment. 


't  Harris-lntertype,  a  new  GE  automated  man- 
jfacturing   system    is  boosting   production   of 
nachined  parts  by  up  to  25%. 
3E  s  CommanDir*  manufacturing  control  sys- 
em    directs    numerically    controlled    machine 
ools  from  part  programs  stored  on  a  drum 
nemory.  The  machine  operator  simply  sets  up 
i  machine  and  indicates  when  it  is  ready  to 
)o  by  signalling  from  his  station. 
Management  is  in  control  all  the  way  ...  no 
iunched  tapes  for  the  machine  operator;  an 
nput/output  terminal  and  small  computer  allow 
>n-the-spot  part  program  editing  and  optimiz- 
ng:  built-in  feedback  provides  production  log- 
ling   instant  machine  status  information. 
Results:  increased  utilization  of  sophisticated 
nachine  tools,  more  effective  part  programs, 
ess  downtime,  reduced  scrap. 
Successful  initial  results  will  soon  lead  to  GE 
system  control  of  a  15-machine  complex. 
SE  automation  .  .  .  working  to  increase  pro- 
ductivity, product  quality,  return  on  investment. 

Trademark  of  General   Electric  Co.,  U.S.A. 
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at  Karastan  Rug  Division  . . . 

Fieldcrest  Mills,  GE  automated  process 
computer  system  monitors  476  points  to 
increase  production  of  quality  rugs;  permits 
"real-time"  delivery  quotations.  GE  auto- 
mated textile  drives  produce  variety  of 
fabrics  at  other  Fieldcrest  mills.  GE  service 
backs  up  systems. 


at  Goodyear  Tire  &  Rubber  Company  . . . 

GE  automation  improves  tire  cord  quality 
and  output,  treating  100,000  miles  annually 
with  advanced  adhesives.  GE  drives  and 
controls  regulate  processing  speed,  tem- 
perature, tension.  GE  process  computer 
controls  46  production  variables,  monitors 
475  processing  and  inventory  points. 
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AND  NEVER  ONE  OF  YOUR  VERY  OWN 


It's  true,  of  course. 

All  these  years,  you've 
lever  owned  your  own 
elephone. 

You've  rented  them. 

That's  the  reason  why 
ou've  never  had  to  hunt 
hrough  the  yellow  pages  for  a 
elephone  serviceman,  when 
omething  went  wrong  with 
;your"  phone. 

That's  why  you  never 
iad  to  put  an  ad  in  the 
lassified,  to  sell  your  old 
>hone,  when  a  new  and  better 
me  came  out. 

The  fact  is,  it  doesn't 
nake  any  sense  for  you  to 
iwn  a  telephone. 

Or  any  other  piece  of 
apital  equipment  which  is 


constantly  being  up-dated  an 
improved.  And  which  needs 
expert  maintenance. 

That  includes  airplane 
computers,  ships,  even  tank  ca; 

The  kind  of  things  tha 
GATX  is  in  the  business  of 
leasing. 

The  next  time  you're 
about  to  buy  the  very  latest 
computer,  or  the  very  latest 
tank  car,  we  hope  you'll 
remember  that  by  tomorrow 
will  be  yesterday's  latest. 

And  we  hope  you'll 
think  of  us. 

There's  a  very  good 
chance  you'll  be  just  as  happ 
and  then  some,  with  one  of 
our  own. 


I 


\*»^*  ijf 


General  At 
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through  as  Hl'D's  hurry-up  answer 
to  the  mounting  housing  crisis.  He  of- 
fered SI 25  million  in  grants  to  firms 
that  would  devise  new  designs  and 
concepts  in  factory-built  housing  and 
prefabrications.  There  were  plenty  of 
takers,  but  the  results  have  hardly 
revolutionized  the  industry.  HID  of- 
ficials hope  to  have  erected  2,796 
factory-made  houses  on  nine  sites  by 
some  time  in  1972— slightly  more  than 
two  years  after  the  launching  of  Oper- 
ation Breakthrough. 

Payoff  Deferred 

With  so  many  homes  going  up  this 
year,  at  least  profits  in  the  industry 
are  bound  to  be  good,  aren't  they? 
Only  for  some.  Mobile  home  builders 
still  are  showing  heady  gains  and 
heady  prices  in  the  stock  market, 
though  local  zoning  restrictions  are 
making  it  hard  to  find  empty  spots  for 
their  products.  Champion  Home 
Builders  had  an  82.5*?  earnings  gain 
in  the  first  half  of  1971.  National 
Homes  was  up  70.53  and  other  com- 
petitors weren't  far  behind. 

But  the  major  suppliers  of  building 
materials  haven't  done  Dearly  as  well. 
YVeyerhaeuser's  profit  slid  26.7%  in 
the  first  half,  while  Johns-Manville 
and  Lone  Star  Industries  reported  no 
gain.  A  Dumber  of  others  tared  little 
Ixtter,  and  the  few  big  gains  only 
compensated  for  the  grimness  of  pre- 
vious earnings  (see  table,  p.  34). 

How  could  such  a  boom  have  failed 
to  help  them?  In  part,  because  most 
suppliers  produce  materials  for  all 
types  of  construction,  while  only  hous- 


ing and  some  electrical  utility  con- 
struction is  booming.  Commercial  and 
industrial  construction  is  still  quiet 
and  likely  to  stay  that  way.  Construc- 
tion awards  for  such  buildings  were 
only  $17  billion  in  the  first  eight 
months  of  1971,  little  higher  than  a 
year  ago.  By  contrast,  residential 
building  jumped  392  to  $22.8  billion. 

But  even  home  building  has  pro- 
duced surprisingly  little  nourishment 
for  suppliers,  in  part  because  some 
44%  of  today's  housing  is  multifamily 
row  houses  and  apartments,  vs.  only 
26%  back  in  1961.  These  multifamily 
units  consume  less  material  per  unit 
since  they  use  common  conduits,  util- 
ities and  walls. 

In  single-family  houses  themselves, 
rising  costs  have  become  a  major  fac- 
tor restricting  corporate  profits. 

Today's  demand  is  for  smaller  and 
less  luxurious  units,  as  buyers  react  to 
rising  prices.  Such  a  reaction  was  in- 
evitable. The  average  square-foot  cost 
of  a  Federal  Housing  Administration- 
mortgaged  house,  excluding  land  cost, 
was  $14.33  last  year,  vs.  $11.66  in 
1965.  And  land  prices  have  soared 
even  more  than  the  building.  Sylvan 
Kamm,  consultant  to  the  Urban  Land 
Institute,  estimates  land  prices  in  de- 
veloping areas  have  risen  between 
KX)%-50G%  in  the  past  20  years. 

As  a  result,  this  year's  typical  sin- 
gle-family house  is  markedly  different 
from  the  1968  model,  says  Michael 
Suinichrast,  chief  economist  of  the 
National  Association  of  Homebuild- 
ers.  It  is  $300  costlier,  200  square  feet 
smaller  and  much  less  likely  to  have 
a  second  bathroom,  central  air  con- 
ditioning or  even  a  fireplace.  All  ol 
which  makes  the  building  suppliers 
weep.  "We  would  have  been  consid- 
erably better  off  if  this  boom  had  hap- 
pened five  years  earlier,"  says  a  large 
building  supplier's  vice  president,  who 
then  asked  not  to  be  identified. 

That  they  would.  But  one  reason 
the  boom  didn't  happen  earlier  is  be- 
cause of  the  tendency  of  housing  to 
be  countercyclical.  Peter  Crawford,  a 
vice  president  in  New  York's  First  Na- 
tional City  Bank's  economics  depart- 
ment, puts  it  this  way:  "Housing 
flourishes  when  the  rest  of  the  econ- 
omy is  soft,  but  wilts  when  the  over- 
all economy  is  prosperous." 

While  other  factors— land  scarcity, 
skilled  labor  availability,  government 
policy— often  play  a  large  and  some- 


Abandoned.  Broken  panes  tell  half 
the  tale.  Often  deserted  urban  homes 
remain  structurally  sound,  but  build- 
ers find  it  easier  and  more  profitable 
to  erect  shining  high-rise  blocks  in 
suburbia   than    in   the   inner   cities. 
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times  even  controlling  part,  the  finan- 
cial dynamics  commonly  work  some- 
thing like  this:  As  fears  of  a  recession 
mount,  consumers  become  savers,  and 
begin  to  expand  their  savings  ac- 
counts. Meanwhile,  industrial  produc- 
tion and  expansion  slacken  with  the 
lack  of  consumer  demand,  and  inter- 
est rates  gradually  decline.  Lending 
on  mortgages  again  becomes  profit- 
able. The  cycle  is  completed  when 
housing  booms  and  leads  the  economy 
out  of  a  recession,  after  which  over- 
heating reverses  the  money  flow. 

It  happened  that  way  in  1953 
and  1960  and  seemed  set  to  repeat 
the  pattern  last  year.  W7ith  consumers 
contracting  their  buying  habits  and 
the  Federal  Reserve  Board  expanding 
the  monetary  base,  yields  plummeted. 
The  interest  rate  on  three-month  fi- 
nance company  paper,  for  example, 
fell  by  half,  to  4%,  in  13  months. 

From  Glut  to  Famine 

Meanwhile,  savings  institutions  kept 
their  interest  rates  close  to  legal  ceil- 
ings and  received  gigantic  inflows  of 
funds.  In  the  first  five  months  of  1971 
the  savings  &  loan  associations  at- 
tracted $13.3  billion  in  new  savings, 
more  than  their  total  take  in  the  en- 
tire previous  record  year  of  1970.  But 
in  the  spring  the  Fed  ceased  expand- 
ing the  money  supply,  and  the  inter- 
national monetary  crisis  sent  liquid 
funds  scurrying  for  safety  in  Europe. 
Interest  rates  resumed  their  upward 
climb,  and  forecasters  began  to  pre- 
dict an  early  demise  for  the  housing 
boom.    As    the    Pittsburgh    National 


Bank  commented  in  June  on  the  fu- 
ture of  home  building:  "We  shall  be 
lucky  to  squeak  through  the  first  quar- 
ter of  1972  without  a  decline." 

This  time,  however,  outside  forces 
interrupted  the  course  of  the  cycle. 
President  Nixon's  new  economic  pol- 
icy, which  followed  guarantees  that 
the  Government  National  Mortgage  As- 
sociation would  seal  the  mortgage 
lid  at  8%,  recharged  the  housing  boom. 

Who  Needs  It? 

The  GNMA  mortgage  move  saved 
the  boom,  but  it  also  had  a  darker 
side.  The  8%  ceiling  set  a  top  for  ev- 
erybody, no  matter  how  rich  or  poor. 
And  such  subsidies,  in  the  opinion  of 


some  economists,  inevitably  tend  to 
favor  young,  middle-class  families  on 
the  way  up  in  preference  to  the  poor 
trapped  in  urban  ghettos.  In  1969,  for 
example,  12.6%  of  the  families  assisted 
toward  home  ownership  by  one  FHA 
program  had  incomes  under  $4,000. 
A  year  later  the  under-$4,000  percent- 
age had  dropped  to  7.5%. 

"The  top  priority  should  be  to 
house  lower-income  families  in  ade- 
quate housing  and  not  to  stimulate 
production  as  a  first  order  of  priori- 
ty," says  Vincent  Quinn,  executive 
vice  president  of  the  Brooklyn  Sav- 
ings Bank.  Along  with  other  savings 
institution  executives  and  econo- 
mists, he  has  been  urging  the  Govern- 


ment to  enlarge  its  subsidy  program. 

"If  the  Government  would  reorga- 
nize its  subsidy  program  to  con- 
vince us  enough  money  will  be  there, 
we'll  build,"  says  John  W.  Kessler, 
president  of  Bethlehem  Steel's  Multi- 
con  Communities  building  subsidiary. 
"With  that  much  demand  for  hous- 
ing in  the  inner  cities,  some  profits 
just  must  be  there." 

Such  appeals  for  subsidies  are  not 
likely  to  be  warmly  heeded,  however. 
With  the  1972  election  looming,  the 
Nixon  Administration  is  already  get- 
ting jittery  over  the  size  of  housing 
subsidies.  This  June  it  appealed  to 
Congress  to  help  get  it  off  the  hook. 
In  1968  the  Government  subsidized  a 


The  Housing  Marketeers:  A  Statistical  Profile 

Net                   Net 

Return 

Compounded              First  Half 

Price/ 

Sales 

Income 

on 

Annual 

1971   vs.   1970 

Recent 

Six  Year 

Earnings 

Company 

(millions) 

(millions) 

Equity 

Growth  Rate* 

Changet 

Price 

Price  Range 

Ratio 

Building  Material  Suppliers 

American  Standard 

$1,429.4 

$   10.7 

0.4% 

-43.3% 

—29.50/q 

23% 

49 

14% 

NC 

Armstrong  Cork 

508.2 

22.4 

6.1 

—9.8 

39.1 

42% 

43 

20 

50 

Boise  Cascade 

1,687.7 

10.6 

1.2 

—21.8 

—83.5 

25 

77% 

16% 

71 

Certain-Teed 

293.9 

8.8 

10.2 

—1.7 

DP 

39% 

40% 

11 

23 

Crane 

734.1 

9.3 

5.9 

3.5 

22.0 

44% 

57% 

21% 

13 

Evans  Products 

605.2 

13.9 

9.9 

—2.3 

33.7 

50% 

57% 

14% 

24 

Flintkote 

389.5 

11.3 

6.2 

—2.6 

61.8 

30V4 

36% 

15 

18 

Georgia-Pacific 

1,301.4 

80.5 

12.8 

6.0 

3.8 

511/2 

60% 

13% 

32 

Jim  Walter 

684.4 

27.7 

22.5 

10.7 

60.02 

40% 

46% 

4% 

25 

Johns-Manville 

593.6 

33.5 

8.2 

•• 

•* 

40% 

46% 

22% 

20 

Lone  Star  Industries 

286.4 

16.9 

8.9 

—1.0 

•* 

24i/4 

333/4 

14% 

14 

National  Gypsum 

420.1 

15.3 

4.9 

—5.0 

17.9 

23i/« 

36% 

11% 

26 

Owens-Corning  Fiberglas 

502.5 

19.9 

7.6 

—1.1 

—6.8 

543/8 

543/4 

26% 

40 

Penn  Dixie  Cement 

211.5 

0.9 

1.6 

—18.5 

100.0 

10% 

35% 

7% 

33 

Potlach  Forests 

333.2 

4.4 

2.2 

—10.4 

90.0 

26% 

54% 

13% 

45 

PPG  Industries 

1,146.6 

40.7 

6.1 

—5.3 

56.6 

43% 

46% 

21% 

22 

Sherwin  Williams 

543.1 

15.6 

9.6 

0.3 

4.000.02 

46i/4 

69% 

26 

12 

Stanley  Works 

273.0 

13.2 

10.0 

5.4 

7.2 

31% 

32% 

12% 

17 

US  Gypsum 

495.0 

25.7 

6.2 

—7.2 

44.2 

71% 

95% 

42% 

26 

US  Plywood-Champion 

1,391.0 

38.6 

6.5 

—8.7 

3.6 

34% 

413/4 

14% 

35 

Vulcan  Materials 

232.9 

11.4 

10.5 

—1.2 

25.5 

24% 

28% 

15% 

13 

Weyerhaeuser 

1,233.0 

107.7 

11.2 

2.6 

—26.7 

50% 

62% 

14 

32 

Wickes 

552.4 

9.8 

9.5 

—6.0 

51.6 

50% 

58% 

18 

36 

Mobile  Homes 

Champion  Home  Builders 

152.3 

7.4 

37.9 

31.0 

82.5 

47% 

48% 

1% 

47 

Commodore 

71.4 

—0.8 

def. 

P-D 

def.3 

20% 

40 

5% 

def. 

Fleetwood  Enterprises 

171.8 

7.9 

30.1 

50.0 

38.1 l 

36% 

50% 

% 

25 

Guerdon  Industries 

165.3 

6.4 

24.9 

34.8 

75.6 

36V4 

51% 

4 

25 

Liberty  Homes 

40.5 

3.1 

41.6 

36.4 

37.5 

25% 

26% 

9% 

36 

National  Homes 

207.8 

8.8 

13.7 

38.7 

70.52 

343/4 

37 

2% 

27 

Philips  Industries 

151.0 

4.6 

12.7 

7.7 

38.5 

223/« 

37% 

1% 

30 

Redman  Industries 

181.8 

7.2 

25.2 

28.3 

65.8 

29% 

30% 

% 

32 

Skyline 

274.1 

15.9 

52.6 

39.7 

39.3 ' 

58% 

58% 

1% 

41 

Stirling  Homex 

36.8 

3.3 

28.2 

NA 

54.2s 

18% 

51% 

83/4 

49 

Town  &  Country  Mobile  Homes             26.2 

0.2 

7.1 

—13.8 

— 67.92 

12% 

30V« 

2% 

67 

Zimmer  Homes 

30.2 

0.2 

3.1 

—14.4 

200.0 

19% 

63 

2% 

82 

Land  Developers  or  Builders 

Centex 

168.3 

8.4 

71.8 

DP 

58.3 ' 

33% 

33% 

4% 

46 

Deltona 

111.2 

6.6 

10.9 

20.8 

—15.1 

373/« 

74% 

4% 

20 

General  Development 

128.6 

18.8 

15.9 

38.7 

18.8 

323/g 

39 

3% 

18 

Kaufman  &  Broad 

206.0 

8.9 

26.5 

45.0 

46.2 

43% 

443/4 

1% 

59 

Ryan  Homes 

108.8 

5.5 

22.1 

31.0 

63.9 

83% 

85 

23 

34 

US  Home 

113.2 

6.2 

22.1 

76.1 

60.0 

37 

56% 

% 

18 

Del  E  Webb 

283.0 

3.4 

7.2 

DP 

—48.0 

8 

23% 

2% 

21 

•-Ulest  12  months  ».  1965.  t 

—Unless  otherwise  indicated.  ••— No  Change.  D-P- 

-Deficit  to  a  profit. 

P-D— Profit  to  a  deficit 

del. -Deficit.  NA-Not  available 

NC— Not  comparable. 

■—3  months.  > 

—9  months. 

'—Fiscal  year. 
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What  we  do  with 


General  Electric  is  the  kind  of  livewire  company 
that  demands  action  from  all  its  operations  — 
including  its  finance  affiliate.  That's  why  some 
of  the  temporary  cash  surpluses  of  General 
Electric  Credit  Corporation  are  frequently 
transmitted  to  Bank  of  America  for  profitable 
investing  on  a  short  or  medium  term  basis. 
They  realize  that  our  Investment  Securities 
Division  is  tuned  into  all  the  possibilities 
currently  available.  And  they  appreciate  the 
flexibility  offered  by  a  bank  that  handles 
over  $2.0  billion  in  money  market  operations 
every  working  day.  As  a  company  that's  into 
computers,  they  understand  the  value  of  our 


really  turns  GE  on. 


fast,  accurate  computerized  data  transmission 

facilities.  And  they  like  our  positive  approach 

to  any  investment  opportunity. 

How  about  your  company?  Could  you  use 

a  more  dynamic,  more  profitable,  more 

comprehensive  approach  to  your  corporate  cash? 

Why  not  call  on  the  people  who  help  brighten 

General  Electric's  financial  picture? 

San  Francisco  (415)  622-5680, 

Los  Angeles  (213)  683-4215, 

New  York  Office  (212)  425-3550. 


BANKof  AMERICA 

Bank  Investment  Securities  Division 


ra 


tenth  of  all  new  housing.  This  year 
the  fraction  is  at  least  a  fourth  and 
perhaps  as  large  as  a  third.  Since 
1968  was  a  slack  year  for  building, 
the  jump  in  actual  figures  is  even 
more  startling:  from  163,360  units 
to  an  estimated  533,000  in  1971. 

The  costs  of  such  subsidies  are  high 
and  likely  to  get  higher.  The  Govern- 
ment will  be  paying  $7.5  billion  an- 
nually if  it  keeps  its  promise  to  sub- 
sidize 6  million  units  for  low-  and 
moderate-income  families  in  the  dec- 
ade to  1978.  Spread  over  the  life  of 
the  mortgages,  the  full  cost  to  the 
Government  will  top  $200  billion. 

Where  funds  of  this  magnitude  are 
involved,  it  clearly  behooves  the  Gov- 
ernment to  make  sure  that  the  money 
is  not  spent  in  a  self-defeating  way, 
creating  problems  for  the  future  just 
as  thorny  as  those  now  confronting 
us.  More  than  any  other  single  thing, 
the  thrust  of  the  housing  effort  needs 
to  be  changed.  So  long  as  home  build- 
ing is  looked  upon  merely  as  some- 
thing to  be  stimulated,  the  home-build- 
ing industry  will  respond  as  might  be 
expected  in  a  land-rich  country:  It 
will  build  apartments  and  single-fami- 
ly tract  houses  on  vacant  suburban 


Bex  Cady  Deane  started  out  in 
1940  as  a  carpenter  in  Alaska,  and 
kept  hammering  away  until  he  be- 
came one  of  the  country's  five  big- 
gest home  builders.  By  the  late 
Sixties,  he  was  worth  $8  million 
on  paper— and  was  very  unhappy. 
He  had  made  the  mistake  in 
1966  of  merging  into  Occidental  Pe- 
troleum, naively  believing  that  the 
billion-dollar  oil  giant  would  gush 
cash  so  that  he  could  expand  into 
apartments,  high-rises  and  mobile 
homes.  Instead,  Occidental  handed 
him  its  troubled  S.V.  Hunsacker 
home-building  operation.  Hun- 
dreds of  Hunsacker  homes  which 
were  sold  on  installment  contracts 
were  being  abandoned  by  buyers, 


land  (which  is  easier)  adjacent  to 
major  urban  centers  (where  the  mar- 
kets are). 

Following  this  course  could  only 
mean  a  further  extension  of  urban 
sprawl,  with  suburbs  stacked  upon 
suburbs,  while  the  older  suburbs 
themselves  slowly  turn  into  slums. 
(Once-placid  suburban  towns  like 
East  Orange,  N.J.  and  Mount  Vernon, 
N.Y.  already  seem  to  be  in  the  throes 
of  this  process.)  And  it  will  widen 
the  gaps  between  the  various  eco- 
nomic strata  of  the  population. 

No  one  planned  it  so,  but  Ameri- 
cans long  have  tended  to  quit  the 
cities  rather  than  strive  to  see  if  they 
can  be  made  to  function  for  both  liv- 
ing and  working.  That  is  where  the 
main  thrust  of  the  nation's  home- 
building  program  should  be— toward 
rebuilding  the  urban  cores  and  the 
underused  close-in  areas.  For  the  al- 
ternative is  to  move  on  to  ever  newer 
suburbs  and  towns,  while  the  older 
suburbs  and  central  cities  rot.  If  the 
nation  once  could  not  exist  half  slave 
and  half  free,  it  can  hardly  expect  to 
survive  half  rotted  and  half  sound. 

This  poses  some  unfamiliar  and  un- 
settling problems  for  businesses  that 

Portrait  of  an  Entrepreneur 

costing  Occidental  up  to  $2,000  on 
each  repossession. 

The  oil  company,  which  had  al- 
ready booked  contracts  worth  mil- 
lions of  dollars  as  profits,  needed 
a  miracle,  but  it  had  the  wrong 
carpenter.  In  1969  Deane,  frus- 
trated by  Hunsacker  and  meddle- 
some corporate  accountants,  final- 
ly confronted  Occidental's  Dr.  Ar- 
mand  Hammer.  "He's  the  most 
brilliant  man  I  ever  met,"  says 
Deane,  "but  we  had  some  horren- 
dous arguments.  In  the  end  I  said, 
'Either  I  run  the  housing  division 
alone,  or  you  can  run  it  alone.'  " 

Within  weeks  Deane  resigned, 
and  very  soon  afterward  Oc- 
cidental began   quietly  selling  off 


would  enter  the  home-building  field. 
First,  they  need  to  realize  that  home 
building  is  not  just  a  market  to  be  ex- 
ploited. More  than  that,  it  is  the  larg- 
est single  factor  shaping  the  society  of 
the  future.  Hence,  any  major  business 
planning  to  enter  the  field  also  takes 
on  a  political  task:  to  do  its  corporate 
best  to  make  sure  that  housing  policy 
makes  long-range  sense,  rather  than 
short-range  patchwork. 
*  .Then,  given  a  sensible  national 
housing  policy,  a  corporation  should 
be  prepared  to  go  for  the  long  pull. 
The  rebuilding  of  half  of  America  is 
a  gigantic  task  that  cannot  fail  to  cre- 
ate vast  markets.  But  those  markets 
can  be  served  successfully  only  by 
companies  willing  to  make  long-range 
commitments,  much  as  a  natural  re- 
source company  often  commits  itself 
to  projects  that  may  take  decades. 

This  serves,  by  implication,  to  ex- 
plain the  rather  surprising  lack  of 
cheers  about  the  housing  boom.  It  is 
indeed  a  boom.  But  it  is  also  an  old- 
fashioned  boom.  And,  because  it  does 
not  speak  to  the  big  questions  of 
where  and  how  Americans  are  to 
work  and  live  tomorrow,  it  seems  un- 
likely that  it  will  long  endure.   ■ 


Builder  Deane 


much   of  its  real  estate  holdings. 

Today  at  58,  Deane  is  a  little 
builder  again,  knocking  out  high- 
priced  town  houses  ($65,000  and 
up)  in  Southern  California's  Irvine 
Ranch.  His  fortune  has  dwindled 
with  his  Occidental  stock,  down 
about  74%  from  its  1968  high  of 
55.  But  he  couldn't  be  happier. 

"Other  giant  corporations  have 
approached  me,  but  who  needs  it? 
I  can  make  more  money  by  acci- 
dent on  my  own  than  I  ever  made 
as  a  big  builder  with  Occidental." 

Deane  told  Forbes  he  is  taking 
life  easy  and  spending  his  evenings 
sculpting  and  singing.  But  the  more 
he  talked,  the  more  he  sounded 
like  an  incurable  high-roller.  He 
has  invested  in  three  oil  wells,  real 
estate  and  a  new  record  company 
—a  deal  that  even  he  concedes  "is 
like  throwing  dice."  Then  there's 
the  cozy  beach-front  pad  he's 
building  for  himself.  Why  a 
$750,000  glass  palace— with  more 
living  space  than  a  small  subdivi- 
sion? Says  Deane:  "Because  there 
are  two  of  us— me  and  my  wife.  I 
spent  my  whole  life  converting 
half  opportunities  into  real  oppor- 
tunities. Now  I  want  to  enjoy 
myself.  Besides,  otherwise  I'd  just 
gamble  the  dough." 

Nick  the  Greek  couldn't  have 
put  it  any  better. 
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\bur  convention 
dollar  is  a  magic 
carpet  in  Mexico. 

There's  no  "freeze"  on 
anything  in  Mexico. 

Your  convention  dollar 
gets  you  just  as  many  pesos  as 
it  did  before... and,  starting 
right  now,  they'll  buy  you  a 
whole  lot  more. 

That's  what  makes  your 
next  convention  a  matter  of 
dollars  and  sense.  Nowhere 


else  will  you  find  all  that 
Mexico  has  to  offer  — to  large 
and  small  organizations  alike 
—  at  prices  that  are  lower 
than  ever  before. 

Sun-drenched  beaches, 
magnificent  facilities,  warm- 
blue  waters  and  the  most 
inviting  year-round  climate  in 
the  world.  Add  to  this  the 
smiling,  friendly  faces,  the 
comfortable  hotels  and  meeting 
rooms,  the  hospitality  that  only 
Mexico  can  offer... and  you'll 
soon  see  why  more  organiza- 


tions than  ever  before  are 
giving  a  Mexican  flavor  to 
their  convention  choice. 

Find  convention  happiness 
in  Mexico.  Where  you  always 
buy  low... and  live  high. 
Write  Director  of  Conventions, 
Mexican  National  Tourist 
Council,  677  Fifth  Avenue, 
New  York,  N.Y.  10022. 
Convention  happiness 
is  12.50  pesos  for  your  dollar. 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapulco  and  Guadalajara 


How 

Gulfst ream  Park  got 

the  pigeons 

away  from  the  Panamas. 


Recently,  the  directors  of  Florida's  Gulf  stream  Park 
realized  that  the  pigeons  living  in  the  grandstand  rafters  weren't 
getting  along  with  the  Panama-hat  crowd  in  the  boxes 
below.  So  the  directors  decided  to  do  something  about  it. 


Now,  the  directors  weren't  really  against  pigeons.  It's 

just  that  people  and  pigeons  don't  always  mix. 

Because  people  can  make  pigeons  nervous.  (And  vice  versa.) 

To  solve  Gulf  stream  Park's  pigeon  problem, 

Alcan  Aluminum  supplied  lightweight  aluminum  portico 

material  for  an  attractive  new  grandstand  ceiling. 

This  structural  material  was  installed  with  Alcan's 

modular-beam  system  that  requires  no 

scaffolding  and  means  lower  installation  costs.  And  in 

addition  to  being  pigeon-proof,  the  new  ceiling 

greatly  improved  the  track's  lighting  and  acoustics. 

Alcan's  low-cost  portico  material  has  many,  many 

applications,  both  residential  and  commercial.  In  such  things 

as  patio  covers  and  carports,  and  for 

storefronts  and  shopping-center  arcades.  But  at  Gulf  stream 

Park  and  other  American  racetracks,  Alcan 

is  finding  it  has  special  advantages.  (Among  other  things, 

it  saves  Gulfstream  Park  something  like 

$10,000  a  year  in  painting  and  complimentary  dry  cleaning.) 


Find  out  what  else  Alcan  is  up  to— in  the  United  States,  in 
Canada,  and  in  more  than  100  other  countries.  ^ 

Write  lor  our  booklet, "Introducing  Alcan'.' Address:  V  \\k 
Alcan  Aluminum  Corporation,  ^       "'li 

100  Erieview  Plaza,  Cleveland,  Ohio  44114. 


ALCAN  '' 


Alcan.  The  aluminum  company. 


FOR  A  TOTAL  COST  OF  $3500* 
no  interest  or  carrying  charges 


Carve  yourself  a  corner  ol  me  Old  Southwest  in  colorful  Colorado 

A  newly  opened  section  of  Sangre  de  Cristo  Ranches  presents  a  great  opportunity 
to  invest  in  choice  land  while  low  prices  are  still  in  effect 


COLORADO  -  AMERICA'S    NEWEST  YEAR-ROUND   PLAYGROUND: 

Attraction  for  attraction,  no  other  spot  can  match  the  Colorado  Rockies. 
It's  all  here:  breathtaking  scenery  .  .  .  mild,  invigorating  climate  .  .  . 
pure  air  that's  a  joy  to  breathe  .  .  .  mountains  alive  with  game  .  .  .  streams 
leaping  with  trout  . .  .  wildlife  that's  still  wild  .  .  .  towns  that  combine  the 
spirit  of  the  Old  West  with  the  vigor  of  the  new  Southwest  .  .  .  and  mile 
after  mile  of  land  seemingly  untouched  by  man.  Yet  all  within  range  of 
towns,  cities  and  resorts  that  are  playgrounds  of  the  West. 

In  the  midst  of  this  area,  just  200  miles  south  of  Denver,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  for  sale  five-acre  ranches  for  homes, 
vacations,  recreation,  retirement,  or  simply  to  hold  for  investment  pur- 
poses. Five  acres  is  the  minimum  permissible  size  per  ranch,  and  each 
ranch  is  guaranteed  to  be  five  acres  or  larger. 

THE  LAND  BEING  SOLD  IS  A  SUBDIVISION  OF  THE  FAMOUS  FORBES 
TRINCHERA  RANCH.  Part  of  an  original  Spanish  land  grant,  the  Trin- 
chera  is  one  of  the  oldest  of  the  big  ranches  in  America.  It  also  ranks 
as  one  of  the  best  known  hunting  preserves  for  deer,  elk,  game  birds 
and  other  wildlife.  Owned  by  Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, the  Trinchera  covers  260  square  miles  of  southern  Colorado. 

The  subdivision  lies  at  about  the  halfway  point  between  Denver  and 
Albuquerque,  just  three  miles  south  of  the  intersection  of  Colorado  High- 
way 159  (the  Kit  Carson  Trail)  and  U.S.  Route  160  (the  Navajo  Trail). 
The  sites  are  located  between  the  towns  of  Fort  Garland  and  San  Luis, 
the  oldest  town  in  the  state.  Your  horizon  is  dominated  by  the  awesome 
Blanca  Peak,  14,317  feet  high.  To  both  the  east  and  the  west,  the  sage- 
brush-dotted acres  of  the  San  I  uis  Valley  sweep  into  the  Sangre  de  Cristo 
Range  of  the  Rocky  Mountains. 

THIS  OFFER  IS  A  FULLY-GUARANTEED  LAND  INVESTMENT  PLAN: 

At  your  option,  all  payments  will  be  completely  refunded  to  you,  if  for 
any  reason  within  60  days  you  decide  not  to  buy.  You  have  a  further 
option  of  complete  refund  within  one  year,  if  when  you  initially  see  your 
property  you  are  not  satisfied  with  it.  You  can  hardly  go  wrong  in  this 
purchase.  The  value  of  raw  land  in  the  Great  Southwest  lias  been  rising 
steadily  for  the  past  three  decades,  and  continues  to  do  so.  It's  no  secret 
that  world  population  is  likely  to  double  by  the  turn  of  the  century.  This 
people-boom  will  greatly  reduce  the  available  land  in  the  United  States. 


A  land  investment  made  now,  in  Sangre  de  Cristo  Ranches,  offers  you 
an  opportunity  to  reserve  five  acres  of  America's  dwindling  land  re- 
sources for  yourself  and  the  future  of  your  loved  ones. 

A  NEW  SECTION  OF  SANGRE  DE  CRISTO  RANCHES  HAS  JUST 
OPENED,  and  you  will  want  to  investigate  this  opportunity  to  invest  in 
choice,  rolling  ranchland  while  the  special  prices  are  still  in  effect! 
Send  now  for  full-color  brochure  including  details  on  transportation, 
recreation,  water  resources,  utilities,  schools,  and  medical  facilities.  No 
cost  or  obligation.  Mail  the  attached  postpaid  card  to:  Sangre  de  Cristo 
Ranches  Inc.,  Box  303,  Fort  Garland,  Colorado  81133. 
•Prices  subject  to  change  without  notice. 

Sangre  de  Cristo 

It 3 1  CI  BS  tocwes01 


Sangre  de  Cristo  Ranches  Inc.  is  a  duly  registered  subdivision  developer 
in  and  under  the  laws  of  the  State  of  Colorado.  This  registration  is  not 
to  be  construed  to  imply  state  endorsement  of  the  subdivision. 


Growing  Up 


For  a  little  medical  supply  outfit  like  C.  R.  Bard,  the  real  prob- 
lem isn't  growth  — there's  plenty  of  that— but  management. 


In  announcing  its  scheme  to  issue 
S60  million  in  debentures  convertible 
into  the  common  stock  of  C.R.  Bard. 
Inc..  New  York's  giant  International 
Paper  Co.  went  out  of  its  way  to  ex- 
plain that  its  decision  to  dispose  of  its 
iterest  in  Bard  had  nothing  to  do 
with  its  assessment  of  the  company's 
future.  Quite  the  contrary.  Though 
IP  did  not  say  so,  the  little  New  Jer- 
sej  medical  supply  house  is  a  pretty 
hot  companv  these  days,  as  IP  is  not, 
and  debentures  convertible  into  Bard 
would  be  a  lot  more  marketable  than 
delxntures  convertible  into  IP.  On 
the  other  hand— and  IP  did  not  exactly 
say  this  either— bard's  performance 
has  been  so  hot  that,  in  getting  out, 
IP  thought  it  necessary  to  denj  thai 
it  knew  something  about  Bard's  future 
that  was  hidden  from  outsiders. 

(  i  rtainly  the  record  is  spectacular 
enough  Between  1965  and  1970 
Bard's  earnings  rose  nearly  176%,  an 
average  of  35V  a  year,  to  just  under 
$5  million,  on  a  2\2"<  gain  in  sales,  to 
$63. 7  million;  and  in  the  first  nine 
months  ol  ll)7l  its  earnings  are  up 
another  \l'l  on  a  13';  sales  gain.  Vet, 
in  terms  ol  its  market  at  least,  there 
is  no  reason  why  Bard's  mouth  rate 
should  slacken  appreciably,  Health 
care  is  already  a  $60-billion-a-\eai 
business,  and  with  Both  demand  and 
need  continuing  to  expand,  the  indus- 
try ought  to  be  able  to  sustain  its 
average  15%  to  20%  annual  growth. 
The  question  is  whether  even   growth 
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of  that  magnitude  can  justify  the  47 
times  earnings  at  which  C.R.  Bard 
has  been  selling,  much  less  the  mul- 
tiple of  63  that  a  far  larger  competitor 
like  American  Hospital  Supply  has 
commanded. 

As  Bard's  president,  J.  Wendell 
Crain,  53,  sees  it,  Bard  has  certain 
advantages  over  many  of  its  competi- 
tors. For  one  thing,  most  medical  sup- 
ply houses  are  simply  distributors: 
Bard  also  manufactures  a  good  75% 
of  its  output,  and  this  provides  a 
much  broader  earnings  basis.  But  that 
isn't  all.  Most  medical  products  are 
unpatented,  and  companies  rely  heavi- 
ly on  image  and  salesmanship  to  make 
their  way  in  the  market.  "Nobody 
can  take  a  chance  with  a  sterile  prod- 
uct," Crain  says,  "People  buy  our 
products  because  they  feel  that  our 
Company  stands  for  quality." 

As  its  own  manufacturer,  Bard  can 

claim  a  quality  advantage  over  those 
small  marginal  distributors  who  are 
forced  to  operate  solely  on  price,  and 
even  over  giants  (like  3M)  that  have 
tried  to  enter  the  health  care  field. 
"These  big  companies  read  all  the 
projections  about  this  bustling,  bur- 
geoning market,"  Crain  says,  "But 
they're  not  willing  to  spend  the  time 

or  effort  to  Build  a  profitable  Business." 
With  that  oBjeet  in  view.  Bard  has 
concentrated  on  the  growth  areas  in 
its  business— urological  equipment, 
for  one  thing,  which  is  its  principal 
line.  (Crain  notes  that  at  least  one 
out  of  every  ten  people  hospitalized 
develops  some  sort  of  kidney  prob- 
lem.") Every  bit  as  promising  are 
home-care  convalescent  products:  It  is 
to  the  advantage  of  whoever  is  pay- 
ing the  bills  to  keep  the  patient  in  the 
least  expensive  facility,  and  that  ob- 
viously is  the  home. 

So,  as  Crain  sees  it,  Bard's  princi- 
pal problem  these  days  is  not  growth 
but  management.  With  seven  acquisi- 
tions in  the  past  five  years  and  a 
rampaging  internal  growth  rate,  Bard 
is  fast  becoming  a  $100-million  health 
care  conglomerate,  and  when  a  corpo- 
ration reaches  that  scale,  management 
becomes  more  important  than  luck. 
That's  why  Crain  himself  came  over 
from  American  Hospital  Supply  three 
years  ago  when  Bard's  chairman  and 
principal  stockholder  (21%)  decided 
to  step  aside.  Since  then  Crain  has 
been  busily  decentralizing  to  enable 
Bard  to  take  better  advantage  of  its 
markets.  "I'm  accustomed  to  multiple 
divisions,"  he  says,  "so  I  was  able  to 
help  them  sort  this  thing  out."  ■ 


Wre 
as  quiet 

inToronto 
as  we  are 
inTopeka 


Because  we  give  you  the  same 
kind  of  great  room  everywhere. 
A  quiet,  comfortable  room. 
With  double  drapes.  Sound- 
proof walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
Lodge  nearest  you  for  a 
confirmed  reservation  at  any 
of  our  435  locations. 
Howard  Johnson's:  -r 

We  always  treat  you  2» 

like  you're  on  vacation.  4j" 


.     HOWARD    ,m 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 
exploration   and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK   EXCHANGES   (SYMBOL.   NAR) 
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Rejoicing  at  Leisure 

AMF?  That's  the  Pinspotter  company,  isn't  it?  Well,  if  it  ever  really  was,  it  isn't  anymore. 


As  chairman  and  chief  executive  of 
New  York's  big,  growing  and  prosper- 
ing AMF  Inc.,  onetime  army  colonel 
Rodney  C.  Gott,  60,  bristles  at  the 
suggestion  that  there's  any  continuing 
element  of  instability  in  AMF's  earn- 
ings prospects  these  days.  What 
brought  the  whole  question  of  AMF's 
stability  into  question  in  the  first  place 
was  the  collapse  a  decade  ago  of  the 
bowling  boom  that  had  made  AMF 
one  of  the  great  growth  companies  of 
the  Fifties.  And  that  isn't  all.  For  two 
decades  now,  AMF's  government  de- 
fense business,  like  everyone  else's, 
has  fluctuated  erratically. 

Rod  Gott  doesn't  deny  that  AMF 
has  had  its  ups  and  downs  in  the 
past— its  earnings  slid  33%  between 
1960  and  1964.  But  he  points  out 
that  AMF  is  a  far  different  company 
from  what  it  was  only  a  few  years 
ago.  "Except  for  that  $42-million 
write-off  in  1968,"  he  says,  "we've 
had  a  steady  profit  growth  since  I 
took  over  in  1967.  I  don't  know  what 
we  need  to  do  to  prove  how  stable 
we  are  beyond  that." 

Indeed,  Gott  took  over  as  AMF's 
chief  executive  largely  to  eliminate 
any  such  uncertainty,  and  since  then 
he  has  diligently  applied  all  the  rules 
in  the  management  books:  tightened 
controls,  shaken  up  management,  got- 
ten rid  of  unprofitable  lines.  He  has 
even  reduced   AMF's  erratic   govern- 


ment  business  from  23%  of  sales  in 
1968  to  7%  this  year. 

But  his  main  effort  has  been  in  the 
acquisition  of  new  companies  in  the 
lucrative  leisure-time  field.  Even 
when  the  bowling  pin  spotter  seemed 
to  dominate  the  company,  AMF 
boasted  a  thriving  business  in  leisure 
items  like  bicycles  and  bowling  balls, 
but  most  of  these  were  relatively 
small.  Gott  went  after  somewhat  larg- 
er outfits.  "The  effort  I've  tried  to  make 
in  leisure  time,"  he  says,  "is  not  only 
in  growth  industries,  but  in  lead  posi- 
tions within  those  industries.  In  terms 
of  quality  and  consumer  identifica- 
tion, we  got  the  best."  Harley-David- 
son,  for  instance,  the  U.S.'  only  motor- 
cycle maker;  the  Alcort  line  of  fiber 
glass  boats,  including  the  spectacu- 
larly popular  Sailfish  and  Sunfish; 
Head  Ski's  snow  skis  and  sporting 
equipment. 

Leisure  Time  on  His  Hands 

The  result  is  that,  in  revenue  terms, 
AMF  is  now  pretty  well  balanced  be- 
tween its  industrial  and  leisure-time 
operations.  And  in  profit  terms,  that 
balance  is  even  more  favorable— two- 
thirds  coming  from  leisure  time.  Bowl- 
ing income  provides  only  a  third  of 
AMF's  earnings  these  days,  and  Gott 
insists  that  it  is  now  a  stable  element 
rather  than  otherwise.  "In  the  U.S., 
bowling  is  sound,  solid  and  profit- 
able: It  will  continue  to  be  a  major 
contributor  of  profits,  but  the  only 
growth  will  be  population  growth." 
Elsewhere  in  the  world— in  Japan  most 
notably— AMF's  bowling  business  is 
still  booming. 

The  big  plus  in  AMF's  current  po- 
sition is  its  expanding  leisure-time 
business,  which,  bowling  excluded, 
now  provides  a  third  of  its  earnings 
and  introduces  a  potential  for  growth 
that  AMF  hasn't  had  in  years.  Leisure- 
time  businesses  are  often  faddish,  they 
catch  on,  boom  and  level  off;  but  so 
far  AMF's  product  combination  has 
proved    unexpectedly    recession-proof. 


Name-Brand  quality  is  the  unifying 
theme  of  AMF's  leisure-time  acquisi- 
tions. Some  work,  and  some  don't. 
Harley-Davidson's  motorcycles  (left) 
will  bring  over  $60  million  in  sales 
and  about  $10  million  in  pretax  profit 
this  year.  Head  Ski,  despite  its  repu- 
tation, will  lose  $2  million  to  $3  mil- 
lion pretax  partly  because  of  a  long 
strike  and  partly  because  of  a  slow 
start  in  the  fiber  glass  ski  business.  But 
both  are  leaders  in  fast-growing  fields. 


American  consumer  buying  in  general 
may, be  off,  but  for  all  that  Americans 
are  buying  more  AMF  golf  carts,  sail- 
boats, motorcycles  and  what-have- 
you  tlran  ever  before,  perhaps  for  the 
same  reason  that  card-playing  and 
movie  attendance  soared  all  during 
the  Thirties. 

So  the  stability  is  there.  "We  have 
45  separate  profit  centers,"  Gott  says, 
"and  the  odds  that  they'll  all  be  down 
at  the  same  time— well.  .  .  ." 

The  result  is  that  in  the  first  two 
quarters  this  year,  despite  strikes  and 
other  problems  at  Head  Ski  and  a 
drop  in  industrial  sales,  AMF's  earn- 
ings are  up  10%  on  a  2.9%  gain  in  sales, 
and  Gott  doesn't  see  how  AMF  can 
fail  to  wrap  up  the  biggest  and  best 
year  in  its  history.  Considering  that 
the  $37  million  AMF  earned  on  $636 
million  in  sales  in  1970  was  the  best 
in  AMF's  history  up  to  then,  and  a 
good  42%  more  than  AMF  earned  in 
the  previous  peak  year  of  1960,  that's 
no  mean  achievement. 

Admittedly,  not  all  of  this  year's 
gains  were  expected.  Gott  could  hard- 
ly be  expected  to  anticipate  either 
the  resilience  of  the  bowling  boom  in 
Japan  or  the  great  strength  of  AMF's 
leisure-time  division  in  the  current 
recessions.  But  that's  the  kind  of  mis- 
calculation neither  he  nor  AMF's 
stockholders  have  any  reason  to  com- 
plain about.   ■ 
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Greyhound  has 

25,000  people  to  lunch 

any  day  in  Chicago. 


Next  time  you're  in  Chicago, 
stop  in  at  McCormick  Place,  the 
world's  biggest  exposition  center.  You'll 
find  Greyhound  Food  Management 
serving  up  to  25,000  people  at  a  sitting. 
Greyhound's  dinner  bell  will  soon  be 
ringing  at  Chicago's  Union  Station,  too. 
And  if  you  happen  to  be  in  Los  Angeles, 
drop  by  the  new  Convention  and 
Exhibition  Center.  You  could  see  as  many 
as  10,000  people;  all  eating,  drinking  and 
being  merry  Greyhound. 
And  that's  only  the  first  course. 

With  all  its  food  subsidiaries,  Greyhound 
serves  over  a  million  meals  every  day. 

In  fact,  the  way  it's  going,  it  looks  more 
and  more  like  Greyhound  is  rapidly 
turning  into  a  chow  hound. 

Greyhound 


8 


In  food  management,  too,  we've  got  more  going  for  you 


The  new  Xerox  400 


His  reason: 
solid  and  halftone  reproduction. 

The  Sales  Manager  can  rely 
on  the  4000  to  give  as  good  as  it 
receives.  Even  hard-to-copy  charts, 
graphs  and  photographs  come  out 
letter-perfect.  So  the  4000  puts 
more  life  into  presentations  and 
more  sell  into  the  sales  message. 


J**** 


His  reason: 
push-button  paper  selection. 

In  the  Legal  Department,  they 
submit  that  the  4000  is  an  open- 
and-shut  case  of  convenience.  In- 
stead of  somebody  having  to 
change  the  paper,  the  paper 
changes  itself— from  memo  size  to 
legal  size.  With  push-button  ease. 


His  reason: 
automatic,  two-sided  copyir 

Cost-conscious  Accoi 
can  count  on  this  unique  f 
By  combining  two  sheets  ol 
onto  one,  it  cuts  up  to  h 
paper  costs  and  file  spaci1 
lowering  mailing  costs.  And, 
any  other  copier,  the  nevv 
4000  does  it  all  automatica 


■    ■ 


\    Of    KCROK  COK^OHATlOW 


[Tie  copier  for  all  reasons 


His  reason: 
jactnessand  quietness. 

Office  Managers  have  a  warm 
for  the  4000  because  they  can 
into  just  about  any  spot.  So  it 
to  work  right  where  the  work 
nother  reason  for  their  loud 
e:  it  operates  barely  above 
sper 


His  reason: 
clean,  sharp  copies. 

Upper  Management  types 
give  an  executive  nod  to  our  copy 
quality.  And  they  can  expect  these 
results  on  letterheads,  pre-printed 
forms  or  colored  stock.  Because 
the  4000  uses  cut  sheets  of  ordi- 
nary, unsensitized  paper. 


Her  reason: 
copying  speed. 

Gal  Fridays  breathe  a  lot 
easier  when  they  see  how  fast  the 
4000  delivers  a  copy:  in  less  than 
7  seconds.  This  means  she's  back 
at  her  desk  before  new  work  piles 
up  and  up  and... 


lew  Xerox  4000  is  the  first  of  a  new  generation  of  Xerox 

fnes.  It  offers  features  not  found  on  any  other  copiers.  Which 
>  a  happy  point.  The  Xerox  4000  is  the  one-of-a-kind  con- 
ice  copier  for  all  kinds  of  reasons. 


XEROX, 


I    Our  rooms 

areas 
1  spacious  in 

1     New  York 
1         as  in 
1  New  Orleans 

1    Because  we  give  you  the  same 
1    kind  of  great  room  everywhere. 
1    A  quiet,  comfortable  room. 
1    With  double  drapes.  Sound- 
1    proof  walls.  Bigger  beds.  Call 
1    the  Howard  Johnson's  Motor 

Lodge  nearest  you  for  a 
1    confirmed  reservation  at  any 
1    of  our  435  locations. 

Howard  Johnson's:                 0* 
We  always  treat  you           Zr 
j       like  you're  on  vacation.  4JT 

HOWARD 

JownsonS 

MOTOR  LODGES  *  RESTJUR4NTS 

HERB  SHOWS 

them  with  his 

MINOX  C 


Herb  Baker,  noted  collector  and  dealer  in  African 
art,  always  wears  his  Minox.  On  collecting  trips, 
he  shoots  unique  finds  and  then  informs  his  world- 
wide clientele  of  new  acquisitions. 
At  his  advertising  agency,  the  Minox  is  used  to 
record  meetings,  clients'  products  and  manufactur- 
ing details,  TV  commercials,  mass  displays  and 
consumer  reactions.  On  weekends,  he  snaps  his 
wife,  seven  children  and  tennis  buddies. 
Herb  gets  the  full-size  B/W  and  color  pictures  he 
needs,  perfectly  exposed  every  time,  because  his 
4  oi.  electronic  Minox  C  is  fully  computerized  and 
totally  automatic.  He  just  drops  in  the  film  car- 
tridge, aims,  and  shoots. 

This  year,  gift  yourself,  clients  and  friends.  At  all 
fine  camera  counters. 

MINOX   USA  .1 

P.  0.  Box  1060,  Woodside,  N.Y.  1 1377    PS^fLHl 


A  Reputation  Too  Precious 

Electrical  wiring  may  not  be  glamorous.  But  if 
you're  Fischbach  &  Moore,  it  can  be  very  profitable. 


When  the  IBM  of  a  major  industry 
earns  a  higher  return  oh  equity  than 
IBM  itself,  that's  saying  something. 
When  that  same  company  manages 
to  earn  a  higher  return  installing  oth- 
er people's  products  than  most  of  the 
companies  that  make  those  products, 
that's  really  saying  something. 

Yet  Fischbach  &  Moore,  the  world's 
largest  electrical  contractor,  doesn't 
like  anyone  to  say  it,  though  in  re- 
cent years  its  return  on  equity  has  av- 
eraged 21%,  better  than  92%  of  the 
nation's  640  largest  companies. 

"We're  the  largest  and  the  most  suc- 
cessful, as  far  as  I  know,"  says  Allen 
D.  Fischbach,  54,  F&M's  vice  chair- 
man and  chief  executive.  "But  I  don't 
like  to  see  it  in  print.  People  start 
thinking  that  we're  too  expensive  for 
them,  or  that  we  have  so  much  busi- 
ness, we  won't  give  them  good  ser- 
vice, and  that's  not  true. 
We're  competitive  right 
down  the  line." 

F&M  is  so  competitive, 
in  tact,  that  it  has  landed 
fat  public  contracts  for 
the  electrical  work  on  50% 
of  the  missile  sites  in  the 
U.S.,  and  virtually  all  of 
the  electrical "  contracting 
work  in  Vietnam  since 
1966.  But  government 
contracts  were  only  17%  of 
F&M's  business  in  1970, 
an  unusually  high  year. 
The  rest  comes  mostly 
from  a  wide  cross  section 
of  American  business  for 
which  F&M  installs  light- 
ing and  power  systems 
on  major  commercial 
and  industrial  construction 
projects. 

Like  many  other  indus- 
tries with  low  entry  costs 
and  high  potential  profit- 
ability, the  electrical  con- 
tracting business  is  crowd- 
ed, highly  fragmented  and  intensely 
competitive.  But  F&M,  despite  its  con- 
servative accounting  practices,  none- 
theless earned  $5.3  million  last  year 
on  $257  million  in  reveni  \  a  mere 
S27.7  million  in  equity  capital.  How 
does  F&M  manage  to  outperform  its 
competitors  so  dramatically?  The  an- 
swer lies  in  the  economies  of  scale, 
both  in  the  volume  of  business  it  han- 
dles and  in  the  scale  of  its  projects. 

Almost  from  the  day  Allen  Fisch- 
bach's  father,  Henry  V.  (Harry)  Fisch- 
bach, founded  the  company  on  $200 
over  53  years  ago,  F&M  has  specialized 


in  riskier  but  more  lucrative  large- 
scale  industrial  and  public  projects. 
Harry  Fischbach  was  the  first  of  the 
big  "travelers,"  a  trade  sneer  for  a  con- 
tractor who  habitually  invades  the 
territory  of  other  contractors  when  a 
big  contract  is  in  prospect.  Today 
F&M  has  it  down  to  a  science. 

"A  lot  of  important  jobs  originate  in 
cities  some  distance  from  the  con- 
struction site,"  says  Fischbach.  "A 
San  Francisco  job  we  took  recently 
originated  in  Dallas.  Because  of  our 
size,  we  have  key  men  at  both  places. 
So  we  have  a  much  better  chance  of 
getting  on  the  general  contractor's  bid 
list  than  the  local  San  Francisco  guy." 
With  a  permanent  engineering  and 
supervisory  staff  of  1,200  scattered 
across  35  regional  offices  and  a  fat 
orange  standard  operating  proced- 
ures manual  rivaling  the  fabled  Gen- 


How  Long?  "I've  been  chief 
executive  since  1 956,"  says  Al- 
len Fischbach  (right). 

"No,  Allen,"  says  ever-pres- 
ent Executive  Vice  President 
Phillip  Heller,  former  family 
lawyer.  "You  became  chief  ex- 
ecutive nine  years  ago." 

"No,  I  remember  when  Dad 
made  me  president  I  was  very 
careful  to  get  that  chief  ex- 
ecutive title,  too,"  replies  Fisch- 
bach. 

"Well,  that's  how  myths  are 
born,  I  guess,"  Heller  sighs. 
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eral  Electric  manuals  in  detail,  F&M 
has  the  ability  to  mount  a  large  num- 
ber of  complex  bid  estimates  simul- 
taneously and  to  rush  trained  crews 
to  any  site  at  a  moments  notice  with- 
out sacrificing  control.  There's  anoth- 
er factor  as  well:  reliability.  Says  Al- 
len Fischbach:  "They  know  we're  go- 
ing to  be  around  long  after  the  job  is 
over.  But  with  most  local  guys,  if  the 
principal  dies,  you're  sunk." 

What  is  remarkable  is  that  even 
though  F&M  lists  among  its  longtime 
clients  companies  like  Consolidated 
Edison,  which  reportedly  once  made 
a  practice  of  accepting  hefty  kick- 
backs from  contractors,  F&M  is  able 
to  say  it  has  never  made  a  kickback 
to  get  a  job. 

"Just  a  lot  of  nonsense.''  says  Fisch- 
bach. "There  is  no  such  thing  as  a 
kickback  in  the  electrical  contracting 
business.  We've  never  had  so  much  as 
a  suggestion  of  it.  We've  never  paid 
of!  building  inspectors  either.  Our 
margins  are  too  thin,  and  our  reputa- 
tion is  too  precious.  I'd  just  like  to  sec 
us  be  low  man  on  a  bid  and  have  some 
other  guv  walk  away  with  the  con- 
tract—or not  lx'  low  man  and  still  get 
the  contract.  We're  not  pouring  con- 
crete here." 


And 


Big  Spender 
what    of    the    future?    Fisch- 


bach &  Moore  has  easily  doubled  its 
sales  and  earnings  over  the  last  five 
yean.  Can  it  maintain  that  growth 
rate  from  an  ever  larger  base?  "Nine 
or  ten  vears  ago  I  thought  we'd  gone 
about  as  tai  as  we  could  go  in  elec- 
trical contracting  and  would  have  to 
settle  for  the  natural  growth  rate  of 
the  business,"  savs  Fischbach.  More 
recently,  he  considered  selling  out  to 
W.R.  Grace  instead.  "We'd  had  a 
nice  increase  in  our  stock,"  Fisch- 
bach savs,  '\u\d  we  thought,  here  was 
Grace  in  the  doldrums  but  with  bet- 
ter prospects  than  we  had.  but  it  just 
didn't  work  out  because  of  the  mar- 
ket." Now,  Fischbach  savs,  he's  keenly 
interested  in  remaining  independent. 

Fortunately,  acquisition  opportuni- 
ties abound  in  the  highly  fragmented 
contracting  business,  and  for  a  dec- 
ade now  F&M  has  been  acquiring  lo- 
cal contractors  adding  expertise  in 
residential  construction,  specialty  in- 
dustrial work,  electric  signs  and  me- 
chanical contracting    (plumbing). 

Nothing  glamorous,  says  Allen 
Fischbach.  Just  a  careful  broadening 
of  scope. 

But  you  never  know.  Since  Fisch- 
bach &  Moore  went  public  in  1960, 
the  family  has  sold  off  all  but  6%  of 
its  stock,  netting  at  least  $12  million 
in  the  process.  Laughs  Fischbach:  "I've 
spent  most  of  the  money,"  he  says, 
"already!"  ■ 


WE  BELIEVE  OUR  $300  TYPEWRITER 

CAN  DO  EVERYTHING  YOUR  SECRETARY 

DOES  WITH  HER  $600  ONE. 


Ask  yourself.  Just  how  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still— ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 

Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need— and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive -Flying 
Red  Margins®.  10  clear  carbons.  13"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $299.50  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  fit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

If  you  only  want  to  buy  a  typewriter 
once,  buy  a  Hermes. 


HERME5 

Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  07036 

Other  products:  Hermes  figuring  machines, 

Hasselblad  cameras  and  accessories, 

Bolex  movie  equipment. 
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Rebound  Candidates: 

They're  Down,  but  are 

They  out? 

On  the  New  York  Stock  Exchange 

many 

times    their   current    prices.          1969-71 

lighs.    The 

:ir    low 

prices 

these  days,  no  fewer  than  102  com- 

Most 

of   these    companies    lacked         aside 

',    are    these    stocks    now    as 

mon  stock  issues  are  selling 

for  un- 

what  it  takes  to  surmount  the  per-         cheap  as 

a  few  months   ago  they 

der  $10  a  share.  That's  a 

far  cry 

ils  of  the  Seventies.  Few  still  pay         were 

unquestionably    dear? 

Prob- 

from  a  few  years  ago  when  low- 

dividei 

ids;  roughly  half  lost  money         ably 

not, 

though  Penn  Central  at 

priced    stocks    were 

scarcer    than 

in    the 

latest    12 

-month    reporting         5/8    can    hardly    be 

a    worse    buy 

hens'  teeth  and  most 

of  the 

1  stocks 

period 

,  and  no  fewer  than  34  are          than 

it  was  34  mor 

ths  ago 

when 

on  the  list   below  were  sell 

ing  for 

selling 

at    less   tl 

uin    25%   of   their         it  sold  at  718.   ■ 

Latest 

Last 

Latest 

Last 

1969-71    12  Months  Dividend 

1969-71   12  Months    Dividend 

Recent 

Price       Earnings     Payment 

Recent 

Price       Earnings     Payment 

Company 

Price 

Range     Per  Share 

Date 

Company                               Price 
Helene  Curtis  Industries          7% 

Range     Per  Share 
23i/4-6i/8       d0.98 

Date 

6/64 

A  J  Industries 

w 

183/4-2% 

$d0.38 

2/62 

Allied  Supermarkets 

5% 

21     -4% 

dl.25 

1/70 

International  Industries 

5 

58     -5 

dl.71 

1/67 

American  Cement 

8 

2iy4-6y2 

0.39 

10/71 

International  Mining 

9% 

363/8-8% 

d0.56 

12/70 

American  Export  Industries 

7l/8 

5oy2-4y4 

d7.27 

2/67 

International  Rectifier 

7% 

191/4-51/4 

d0.52 

5/66 

American  Motors 

m 

14     -5% 

d0.34 

9/65 

Jaeger  Machine 

7% 

181/2-5% 

d0.25 

9/71 

Am  pco- Pittsburgh 

m 

245/8-6'/4 

0.55 

10/71 

Latrobe  Steel 

8 

34%-7 

d2.05 

3/70 

Amtel 

ey2 

27%-6 

0.08 

9/71 

Lehigh  Valley  Industries 

4 

16     -3y2 

d0.55 

None 

Arlan's  Department  Stores 

6% 

40%-5>/2 

def. 

7/70 

Libby,  McNeill  &  Libby 

7% 

171/2-5 

0.06 

9/67 

Associated  Brewing 

9% 

16%-6% 

d0.36 

2/68 

Lionel  Corp 

43/4 

19    -3% 

0.01 

9/58 

Atlas  Corp 

2% 

8%-2y8 

0.01E 

10/59 

Lockheed  Aircraft 

93/4 

50    -7 

d7.67 

12/69 

Automation  Industries 

6% 

28    -3y2 

0.04 

7/65 

Loral  Corp 
Lums 

4 
63/8 

1978-31/2 

33y2-3% 

d0.39 
0.19 

7/60 
None 

Basic,  Inc 

8% 

22%-81/g 

0.51 

9/71 

Benguet  Consolidated 

5>/4 

297/8-4% 

1.11 

3/66 

LVO  Corp 

5% 

131/4-4 

0.17 

10/65 

Borman's 

7% 

27»/2-7% 

d0.42 

1/71 

Lykes  Youngstown 

8y8 

35    -51/4 

0.35 

9/70 

Brown  Co 

7% 

183/8-3 

0.59 

3/68 

E  F  MacDonald 

5 

241/8-41/2 

0.29 

12/70 

Budget  Industries 

8% 

233/8-5 

d0.04 

7/70 

Madison  Square  Garden 
McGregor-Doniger 

3% 

6y« 

123/0-31/4 
15i/2-3y2 

0.17 
dl.53 

6/58 
10/69 

Bunker  Ramo 

7% 

i7y«-6y8 

0.10 

None 

Cadence  Industries 

75/8 

68y2-5 

0.76 

3/67 

MEI  Corp 

5V4 

363/4-41/4 

d0.43 

3/68 

California  Financial 

8% 

13%-5 

d0.24 

12/64 

G  W  Murphy  Industries 

87/8 

223/8-61/2 

0.60 

9/71 

Canadian  Breweries 

6»/« 

i3y4-53/4 

0.32 

10/71 

.    National  Industries 

73/8 

245/0-41/0 

0.25 

2/69 

CCI  Corp 

5% 

i9'/8-3y2 

dl.04 

None 

Northgate  Exploration 

Pan  American  World  Airways 

53/8 
93/« 

191/0-71/0 

313/4-8 

0.26 
dl.89 

7/71 
5/69 

Chadbourn 

4% 

171/8-3% 

def. 

7/55 

Chris-Craft  Industries 

65/8 

29»/8-4y8 

dl.31 

3/70 

Penn  Central 

5% 

713/4-43/0 

def. 

9/69 

City  Stores 

8 

24'/2-5 

d0.17 

4/70 

Plessey  Co  Ltd 

2y« 

35/o-2'/8 

0.16 

10/71 

Computer  Sciences 

75/8 

34     -5% 

0.35 

3/69 

Publicker  Industries 

53/8 

155/8-45/o 

d0.41 

9/71 

Continental  Copper  &  Steel 

7% 

21%-7 

def. 

10/71 

Reading  Co 
Reichhold  Chemicals 

81/4 
9 

265/8-41/4 

191/2-73/8 

d3.21 
0.32 

5/59 
8/71 

Cunningham  Drug  Stores 

8V« 

27y8-7 

d0.70 

9/70 

Dan  River 

8i/2 

27%-6 

d0.63 

4/70 

Republic  Corp 

4% 

571/2-41/2 

d0.34 

5/65 

Deltec  International 

5% 

24i/4-4i/2 

d0.38 

4/64 

Roan  Selection  Trust 

S3/* 

91/2-45/8 

NA 

10/71 

Denny's  Restaurants 

8% 

43y8-53/4 

0.40 

7/71 

Ronson  Corp 

61/8 

211/4-51/4 

0.13 

10/71 

Dictaphone  Corp 
Diversified  Industries 

6% 
9% 

3iy8-7i/2 

50%-6% 

d0.89 
0.46 

9/70 
7/71 

Rucker 

63/4 

301/4-41/4 

d0.68 

4/65 

Safeguard  Industries 

9% 

251/2-7 

0.83 

1965 

Electronic  Associates 

53/4 

25i/«-3% 

d0.61 

1/67 

Henry  1  Siegel 

9% 

251/0-51/4 

0.39 

11/69 

Electronic  Memories 

8»/4 

433/4  -63/8 

d2.95 

None 

Simmonds  Precision 

43/4 

31     -3% 

0.04 

6/69 

Elgin  National  Industries 

4% 

213/4.4i/2 

d0.60 

12/57 

Sonest  International  Hotels 

6 

21     -41/8 

dl.32 

1/68 

EMI  Ltd 

3% 

8%-3 

0.16 

4/71 

Sprague  Electric 

9% 

34%-8y2 

d2.78 

6/70 

Ennis  Business  Forms 

6% 

2iy8-53/4 

d0.03 

3/71 

Standard  Kollsman 

6y8 

311/4-6 

dl.34 

3/68 

Fairchild  Industries 

9»/« 

241/4-6 

1.40 

6/71 

Standard  Pressed  Steel 

6y8 

28     -43/4 

dl.57 

9/70 

Falstaff  Brewing 

6 

173/8-5y2 

0.32 

1/70 

Stone  Container 

77/8 

19%-9 

0.58 

10/71 

Fansteel 

9% 

3378-73/4 

0.22 

9/63 

Sunshine  Mining 

83/4 

27i/2-83/8 

0.30 

7/71 

Federals 

6% 

22     -4% 

dl.17 

12/59 

Transcontinental  Investing 

63/8 

273/4.41/2 

def. 

5/65 

GCA 

9 

261/4-8% 

063 

3/69 

Twentieth  Century-Fox 

93/8 

413/4-6 

d6.67 

6/69 

General  Fireproofing 

8% 

2iy4-7y2 

0.70 

9/71 

United  Park  City  Mines 

2y2 

9%-l3/4 

0.08 

None 

General  Refractories 

8% 

171/4-6 

0.83 

9/67 

Walworth 

6% 

14%-3% 

dl.12 

8/59 

General  Steel  Industries 

8% 

323/4-81/2 

dl.56 

9/70 

Wayne-Gossard 

9i/« 

291/0-81/4 

0.60 

10/71 

Gulf  Resources  &  Chemical 

7 

28V8-6'/8 

0.26 

None 

Wean  United 

6% 

203/8-51/4 

dl.45 

12/69 

Gulton  Industries 

7% 

•  6 

def. 

None 

Del  E  Webb 

8 

235/8-53/4 

0.39 

None 

Hamilton  Watch 

4V« 

213/8-33/4 

d5.29 

9/70 

Welbilt  Corp 

33/4 

103/8-3 

d0.20 

1/70 

Hammond  Corp 

9>/8 

23     -71/4 

0.72 

9/71 

Wieboldt  Stores 

9 

24     -6 

0.57 

10/71 

Hazeltine  Corp 

7% 

243/8-6 

d0.20 

3/65 

Wolverine  World  Wide 

87/8 

21     -7 

0.66 

11/71 

HCA  Industries 

7Vs 

2iy«-33/4 

def. 

2/70 

World  Airways 

9% 

305/8-5 

0.79 

None 

d— Deficit,  def. -Deficit.  E-Estimated 

NA-Not  available 
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As  I  See  it 


"The  Catholic  Church  is  one  of  the  least  efficient 
investment  institutions  in  the  world." 


Myitis  die  hard.  And  none  has  shown  more  durability  than  the  legend  of 
Catholic  Church  wealth.  Who  could  doubt  it  after  seeing  the  treasures 
of  the  Vatican  or  the  magnificence  of  New  York  City's  %20-million  St. 
Patrick's  Cathedral? 

Now  James  Gollin,  author  of  Pay  Now,  Die  Later,  the  1966  best- 
seller that  dissected  the  insurance  industry,  has  written  what  he  calls 
the  true  story  of  Catholic  Church  finances.  In  a  nutshell,  he  says  the 
Church  seems  to  be  going  broke.  After  reading  an  advance  copy  of  Gol- 
lin's  Worldly  Goods,  just  released  by  Random  House,  a  Forbes  writer 
visited  the  author  and  got  this  interview. 


h  the  U.S,  Catholic  Church  the 
a  (filthiest  corporation  in  the  country? 

(.<hii\  No.  American  Telephone  & 
Telegraph  Co.  is  bigger.  Its  1970  as 
sets  totaled  $49.6  billion,  versus  m> 
estimate  of  about  (34-2  billion  for 
the  U.S.  Catholic  Church,  But  the 
hulk  of  the  Church's  wealth— a  full 
90S— is  frozen  in  unprofitable  teal  es- 
tate: the  bricks  and  mortar  of  parish 
churches,  rectories,  schools,  colleges, 
hospitals  and  even  graveyards.  What's 
more,  the  Churcfi  actual!)  loses  mon- 
ey  on    much   of   that    teal   (state.   The 

buildings  tost  more  to  operate  and 
maintain  than  they  bring  in  through 
seat  offerings,  collections,  tuitions  and 
what  have  you. 

Critics  are  forevei   comparing  tin 

Church  to  General  Motors,  hut  the 
Church   is  not   run   like  a  corporation. 

A  corporation  strives  to  produce  the 

t>est  possible  profit  for  its  stockhold- 
ers. The  Church's  aim— and  this  is 
equally  true  of  Protestants  and  Jews 
—is  to  raise  enough  money  to  expand 
its  facilities  lor  its  faithful.  To  main 
churchmen,  the  parish  that  pours  ev- 
ery cent  it  can  beg  or  borrow  into  ex- 
panded facilities— though  it  may  be 
on  the  brink  ol  financial  collapse— is 
well  managed. 

To  sum  up,  the  Catholic  Church  is 
real-estate  rich  and  cash  poor. 

The  Church  may  not  be  run  like  a 
corporation,  hut  isn't  if  organized 
like  one? 

Gollin :  Carry  the  image  to  its  ex- 
treme, and  you  have  the  Pope  as  the 
chief  executive,  the  cardinals  as  his 
board  of  directors,  the  bishops  as  his 
senior  staff  executives,  the  parish 
priests  as  the  branch  managers  and 
the  assistant  priests  and  nuns  as  the 
common  workers.  And  everybody 
owns  shares  in  the  company.  In  terms 
of  its  wealth,  however,  the  Church  is 


probably  the  most  decentralized  in- 
stitution man  has  ever  created.  Its 
wealth  is  diflused  among  thousands 
and  thousands  ol  separate  legal  cor- 
porations. It  has  no  all-powerful  eco- 
nomic-   base.    No   center    ol    economic 

power.  Not  even  the  Vatican. 

Take  the  U.S.  Catholic-  Church, 
whose  $34  billion  represents  about 
00V  of  the  world  Church's  wealth. 
Those  assets  are  divided  among 
18,000  individual  parishes,  156  dio- 
ceses, and  the  thousands  of  other  in- 
stitutions run  by  the  600  Catholic  re 
ligkras  orders.  Each  is  a  separate  le- 
gal  corporation,  with  its  own  budget, 
income  and  expenditures.  To  a  great 
extent,  the  parishes  are  economically 
independent.  A  bishop— even  the  Pope 
-can't  demand  all  the  money  that  is 
in  a  lowly  parish's  cheeking  account. 
The  parish  money  is  protected  from 
any  such  raid  by  both  civil  and  can- 
on law. 

'Can  you  explain  exactly  how  the 
Church  raises  its  money,  spends  it  and 
invests  what's  left  <><  er? 

GOLLIN:  Let's  start  at  the  bottom,  in 
a  typical  U.S.  parish.  Though  the  lo- 
cal pastor  isn't  trained  for  the  job, 
each  year  he  must  raise  at  least 
$300,000  from  the  parish's  3,000  or 
4,000  families  to  meet  the  parish's 
25-man  payroll  and  maintain  its  $2- 
million  physical  plant,  which  typical- 
K  includes  a  church,  rectory,  convent 
and  school-half  of  the  18,000  par- 
ishes run  schools.  Nearly  all  the  mon- 
ey—about 80%— is  ordinary  income 
from  the  Sunday  collection  basket  and 
seat  offerings. 

Okay.    This    ordinary    income    ac- 
counts for  80%.  What  about  the  rest? 

Gollin:  Another  15%  or  so  comes 
from  cake  sales,  bazaars,  raffles  and— 
where  pastors  permit  it— from  bingo. 


Author  Gollin 


Bingo  is  profitable,  but  never  contrib- 
ute s  as  much  as  15%  of  a  local  parish's 
income.  The  rest,  about  5%,  comes 
from  gilts  and  bequests  of  wealthy 
parishioners  and  often  of  the  local 
priests  themselves,  who  sometimes 
leave  the  proceeds  of  their  modest 
$5,000  to  $10,000  life  insurance  pol- 
icies. In  recent  years,  special  fund- 
raising  drives  have  become  common- 
place as  inflation  and  soaring  build- 
ing maintenance  costs  take  their  toll 
of  parish  finances.  Times  are  not  good 
for  the  American  Catholic  Church, 
and  the  pastor  is  the  man  on  the  fir- 
ing line.  An  increasing  number  of  in- 
city  parishes  are  slipping  into  the  red, 
and  these  parishes  must  borrow  from 
their  dioceses  to  stay  afloat. 

How    does    the    pastor    spend    the 
$300,000  he  raises? 

Gollin:  Around  $270,000  is  spent 
in  the  parish,  with  as  much  as  60% 
going  into  the  school.  Other  chunks 
go  toward  such  things  as  insurance 
coverage  and  property  maintenance. 
Only  about  $3,000,  or  1%  of  the  par- 
ish budget,  is  sent  on  to  the  local  dio- 
cese. The  rest  just  disappears. 

What  do  you  mean  by  that? 

Gollin:  Money  disappears;  Father 
can't  recall  how  it  was  spent.  That 
incredible    lack    of    accountability    is 


FORBES,    NOVEMBER    1,    1971 


53 


We  have 
connections 

...And  we  make  connections.  Con- 
nections that  ensure  that  you  are 
never  a  stranger  in  twenty  of  North 
America's  finest  independently 
owned  and  operated  Hotels. 

How  does  it  work  for  you?  Each 
uniquely  distinctive  Preferred  Hotels 
Association  Member  is  dedicated  to 
offering  special  recognition  and  per- 
sonalized service  to  the  travelling 
guest.  The  Management  of  a  Pre- 
ferred Hotel  will  provide  you  with  a 
reservation  and  personal  introduc- 
tion to  the  Management  of  a  Member 
Hotel  in  the  city  to  which  you  are 
travelling. 

We  make  connections.  Be  our 
guest. 


BEVERLY  WILSHIRE  HOTEL 

Beverly  Hills,  California. 

THE  BROWN  PALACE  HOTEL 

Denver,  Colorado. 

THE  CLAYTON  INN 

St   Louis,  Missouri. 

CLIFT  HOTEL 

San  Francisco,  California. 


213-275-4282 

303-825-3111 

314-PA6-5400 

415-775-4700 
THE  INTERNATIONAL  OF  CALGARY 
Calgary,  Alberta  403-265-9600 

THE  HOTEL  MUEHLEBACH 

Kansas  City,  M  issouri .  8 1 6-471  - 1 400 

NORTHSTAR  INN 

Minneapolis,  Minnesota.  612-335-9351 

PARK  PLAZA  HOTEL 

Toronto,  Ontario.  416-924-5471 

THE  PIERRE 

New  York  City.  New  York.  212-838-8000 

THE  PFISTER  HOTEL  &  TOWER 
Milwaukee.  Wisconsin.  414-273-8222 

HOTEL  PONTCHARTRAIN 

Detroit,  Michigan.  313-965-0200 

THE  PONTCHARTRAIN  HOTEL 
New  Orleans,  Louisiana.  504-524-0581 

THE  RITZ-CARLTON 

Boston,  Massachusetts.  617-536-5700 

RITZ-CARLTON 

Montreal,  Quebec.  514-842-4212 

THE  HOTEL  ROANOKE 

Roanoke,  Virginia  703-343-6992 

SANTA  BARBARA  BILTMORE 
Santa  Barbara.  California.  805-969-2261 

THE  HOTEL  UTAH 

Salt  Lake  City,  Utah.  801-328-9114 

THE  WARWICK 

Houston,  Texas.  713-526-1991 

THE  WATERGATE  HOTEL 

Washington,  DC.  202-965-2300 

WESTGATE  PLAZA  HOTEL 
San  Diego,  California.  714-232-5011 


Preferred 


ASSOCIATION 


As  I  See  it 


one  of  the  most  shocking  things  about 
Catholic  finance,  and  it  is  a  major  rea- 
son why  the  Catholic  Church  is  such 
an  ineffective  economic  power.  Priests 
—and  this  holds  right  up  the  ladder  to 
the  Pope— are  by  and  large  economic 
adolescents.  No  one  teaches  them 
money  management.  And  since  most 
never  earned  a  living  in  the  job  mar- 
ket, they  never  learned  the  value  of  a 
dollar.  Where  bishops  might  be  han- 
dling $20  million  or  more  each  year, 
the  stoiy  is  much  the  same.  Their  mon- 
ey management  ranges  from  just  fair 
to  poor. 

Don't  the  dioceses  make  a  lot  of 
money  in  stocks,  bonds  and  real  estate 
deals? 

Gollin:  Surprisingly  little.  I  doubt 
whether  the  American  Catholic 
Church— in  toto— controls  as  much 
stocks,  bonds  and  commercial  real  es- 
tate as  Harvard,  Yale  and  Princeton. 
Of  the  Church's  $34  billion  in  assets, 
I  estimate  that  less  than  $1.2  billion 
is  invested  in  securities  and  commer- 
cial property. 

Keep  in  mind  that  the  $1.2  billion 
is  spread  throughout  the  Church. 
Even  the  Archdiocese  of  New  York, 
supposedly  the  richest  in  the  world, 
has  substantially  less  than  $30  million 
in  investments,  a  shockingly  low 
amount.  And  much  of  that  money, 
perhaps  $25  million,  is  restricted  to 
seminary  endowment  funds  and  other 
financial  nooks  and  crannies.  So  the 
diocese  gets  only  about  $300,000  in 
direct  dividends. 

Do  priests  believe  there  is  some- 
thing immoral  about  making  money? 

Gollin:  Not  precisely.  But  canon 
law  forbids  speculation,  and,  in  any 
case,  priests  prefer  to  invest  in  com- 
panies with  "good  images,"  like  food 
and  transportation  companies,  insur- 
ance companies  and  utilities.  They  al- 
most never  buy  technology  com- 
panies, not  even  IBM.  The  bishops 
and  religious  superiors  around  the 
country  scratch  each  other's  backs  by 
buying  as  many  religious  bonds  as 
they  can,  though  bonds  issued  to  fi- 
nance new  hospitals,  parishes  and  so 
on  often  yield  less  than  5%. 

Where  are  all  the  Catholic  finan- 
ciers? Why  aren't  the  sharp  Catholic 
laymen  helping  the  priests  handle 
thiir  money? 

Gollin:  A  few  are,  but  the  priests 
really  don't  want  a  layman's  help.  The 
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Kennedy  family's  Steve  Smith  has  al- 
most nothing  to  do  with  Church  fi- 
nances. General  Tire's  John  J.  O'Neil 
has  been  ignored.  When  the  priests 
use  an  outsider,  they  tend  to  turn  to 
local  bankers  and  accountants,  who, 
like  the  priests  themselves,  are  cau- 
tious and  orderly  men.  When  you 
weigh  these  facts,  all  the  myths  about 
the  Church's  secret  investment  com- 
mittees and  its  financial  acumen  be- 
gin to  evaporate.  Even  the  Jesuits, 
said  to  be  the  shrewdest  of  all,  are 
nearly  broke  because  of  the  28  col- 
leges they  administer.  The  Jesuits 
only  wish  they  owned  the  Bank  of 
America,  as  some  misinformed  critics 
have  insisted  they  do. 

But  didn't  you  find  a  different  pic- 
ture when  you  studied  the  Vatican? 

Gollin:  I'm  afraid  the  stories  of  Vati- 
can wealth  and  financial  wizardry  are 
also  exaggerated.  All  told,  the  world's 
Catholic  churches  yield  only  $50  mil- 
lion to  the  Vatican  annually.  And 
every  cent  is  spoken  for.  A  full  $32 
million  goes  for  the  Vatican's  world- 
wide mission  work.  In  fact,  the  Vati- 
can must  dip  into  its  invested  capital 
to  balance  its  yearly  books,  just  as 
many  U.S.  dioceses  do. 

The  gold,  jewels  and  art  treasures 
that  awe  Vatican  visitors  are  only  so 
much  more  bricks  and  mortar.  Since 
the  Vatican  has  no  intention  of  ever 
selling  St.  Peter's,  in  economic  terms 
it's  valueless.  More  a  financial  liabil- 
ity than  an  asset. 

What  kind  of  a  financial  cushion 
does  the  Vatican  have  to  fall  back  on? 

Gollin:  In  1929  Mussolini  paid  the 
Vatican  $92  million  in  compensation 
for  the  loss  of  the  Papal  States.  That 
money  was  invested  and  reinvested, 
and  today,  after  42  years,  that  $92 
million  is  worth  $500  million. 

So  as  an  endowed  institution,  the 
Vatican  is  slightly  smaller  than  Yale 
University.  And  its  dividend  income  is 
roughly  $25  million  a  year— that  low. 

Where  is  the  money  invested? 

Gollin:  About  $300  million  is  in 
Italian  investments,  mostly  in  state- 
owned  businesses.  Another  $100  mil- 
lion is  in  U.S.  stocks  and  bonds,  Penn 
Central  bonds,  for  instance.  And  it 
owns  stock  in  insurance  companies, 
banks— the  same  kinds  of  companies 
that  the  dioceses  dabble  in.  Another 
$50  million  to  $60  million  is  in  West 
German  and  British  companies.  The 
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Consider  the  im 


e  look  of  success 


Enter  an  All-Steel  environment. 
From  either  side  of  the  desk,  All- 
Steel's  contemporary  styling  adds 
up  to  distinctive,  yet  efficient  sur- 
roundings—at a  price  that  invites 
comparison.  Select  from  a  com- 
plete line  of  furniture  and  files. 
Call  your  All-Steel  dealer  or  write 
All-Steel  Equipment  Inc.,  Aurora, 
Illinois  60507.  Showrooms  in 
New  York,  Chicago,  Los  Angeles, 
Aurora.  In  Canada:  B.  K.  Johl,  Inc., 
Montreal,  Toronto,  Vancouver. 


Consider 


One  of  the  C.I.T.  companies 


Our  new  booklet  points  up  the 
many  advantages 
of  preferred  stocks. 


If  you  make  investment  decisions  for  an  industrial  cor- 
poration, insurance  company,  or  mutual  savings  bank, 
you  may  be  overlooking  one  of  the  most  productive  in- 
vestments of  all:   Preferred  stocks.   Our  new  20-page 
booklet  tells  why.  It  describes  the  special  tax  treatment 
accorded  preferreds  that  frequently  makes  them  even  more      \\ 
attractive  than  tax-exempt  securities  for  corporate  holders.      u 
Extensive  tables  enable  you  to  compare  at  a  glance  the  net      V 
yields  of  preferreds  against  the  return  from  both  taxable  and      ' 
tax-exempt  bonds.  Our  booklet  also  discusses  safety  features 
of  preferreds,  explains  what  "new  money"  and  "old  money" 
issues  are,  and  tells  about  added  "kickers"  such  as  cumula- 
tive features,  convertibility  provisions  and  the  like.  We  think 
you'll  find  the  information  contained  in  this  new  booklet  highly 
valuable.  Send  for  your  copy  today. 
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/0      Please  send  your  new  booklet  on  Preferred  Stocks. 
%       NAME 

0/       COMPANY  OR  FIRM 

/O 

% 
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STREET. 


.CITY. 


.STATE. 


.ZIP. 


HALSEY,  STUART  &  CO.  Inc. 

30  Broad  Street,  New  York,  New  York  10004 
Attention:  Herbert  W.  Mathiasen,  Senior  Vice  President 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  any  oj  these  Securities.  No 

offering  is  made  except  by  a  Prospectus  filed  with  the  Department  oj  Law  oj  the  State  oj  New  York.  The 

Attorney  Central  oj  the  Slate  oj  New  York  has  not  passed  on  or  endorsed  the  merits  oj  said  offering. 


October  8.  1971 


$60,000,000 

RAMADA  INNS:  INC. 

5%  Convertible  Subordinated  Debentures 
Due  19% 

Convertible  into  Common  Stock  at  any  time  prior  to 
maturity  at  S37.50  per  share. 


Price  100% 


obtaint  d  in  any  State  from  only  such  of  the  undt  rsigned 
>4i  ities  in  compliance  with  the  securities  laws  of  such  State. 

Walston  &  Co.,  Inc. 
The  First  Boston  Corporation      Kuhn,  Loeb  &  Co.      Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


duPont  Glore  Forgan 


Blyth  &  Co.,  Inc.  Drexel  Firestone 

Eastman  Dillon,  1  iti     &Co.      Goldman,  Sachs  &  Co.      Halsey,  Stuart  &  Co.  Inc. 

Hornblower  &  Weeks-Hemphill,  Nov  ,       Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co. 

Incorporated 

Loch,  Rhoadcs  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers 

poratsd 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Wertheim  &  Co.  White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 
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remaining  $40  million  is  spread 
around  the  world.  I  can't  be  more  pre- 
cise than  that. 

What  about  all  those  companies 
the  Vatican  is  said  to  control? 

Gollin:  That  myth  got  started  after 
the  war,  when  the  Vatican  was  about 
the  only  Italian  institution  with  any 
money.  It  decided  for  political  and 
economic  reasons  to  invest  directly  in 
the  Italian  economy.  So  it  bought  cor- 
porate bonds  and  some  stock  in  a  va- 
riety of  companies. 

Interestingly,  14  of  the  24  rather 
small  companies  that  the  Vatican  in- 
vested in  have  suffered  net  losses  over 
the  last  six  years.  Now  the  Vatican  is 
selling  some  of  its  Italian  holdings 
and  reinvesting,  I'm  told,  mostly  in 
West  Germany  and  England. 

Who  are  the  Vatican's  financial 
advisers? 

Gollin:  Like  the  U.S.  bishops,  Vati- 
can officials  do  most  of  their  investing 
through  banks.  The  Vatican's  U.S. 
bank  is  Morgan  Guaranty.  In  En- 
gland, it's  Hambros  Bank  Ltd.  And  in 
Germany,  it  was  the  Deutschebank. 
I'm  not  sure  if  it  still  is. 

Does  the  Vatican  employ  any  pro- 
fessional money  managers,  besides  the 
bankers? 

Gollin:  It  is  just  starting  to  think 
about  managing  its  dough.  Bishop 
Paul  C.  Marchinkus,  an  American  who 
heads  the  Vatican's  internal  bank, 
monitors  proposed  financial  deals  for 
the  Vatican.  For  example,  Bernie 
Cornfeld  once  offered  to  joint  ven- 
ture a  mutual  fund  that  would  have 
been  sold  to  Italian  Catholics  with 
the  endorsement  of  the  Papacy.  Half 
the  profits  would  have  gone  to  Cath- 
olic religious  causes  and  half  to  Ber- 
nie's  IOS.  The  Vatican  turned  him 
down  flat. 

Is  there  any  chance  that  church- 
men have  made  you  believe  that  the 
Church  is  worse  off  than  it  actually  is? 

Gollin:  No  chance.  I  visited  20  dio- 
ceses and  the  Vatican,  studied  their 
audited  financial  records  and  the  rec- 
ords of  countless  parishes.  I  put  five 
years  of  research  into  the  book  before 
I  became  convinced  that  we  should 
stop  asking:  How  rich  is  the  U.S. 
Catholic  Church?  We  should  start 
asking:  Is  the  Catholic  Church  going 
broke?  ■ 
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Area  code  907 


Brought  to  you  by  RCA. 


It's  bigger  than  half  the 
countries  in  the  world,  has 
fewer  people  than  Rhode  Island, 
and  the  temperature  gets  70 
degrees  below  zero.  It  has  so 
few  roads  that  housewives  fly 
to  bridge  games.  The  night 
lasts  for  months  and  glaciers 
move  just  as  they  did  a  million 
vears  ago. 


It  is  Alaska,  our  49th  state. 
Area  code  907. 

Fifty  years  ago  it  took  over 
a  year  for  messages  to  get  from 
Washington,  D.C.  to  Alaska 
and  back. 

RCA  got  interested  in 
Alaska's  problem,  so  we  set  up 
a  company  to  try  and  find  some 
new  answers. 


Now  RCA  Alaska  Communi- 
cations, Inc.  is  helping  to  bring 
Alaska  closer  by  way  of  outer 
space. 

RCA  Alascom  is  using  a 
satellite  to  put  Alaska  in  touch 
with  the  rest  of  the  world.  Later, 
RCA  plans  to  put  Alaskans  in 
touch  with  each  other  in  what 
may  be  the  first  use  of  a  satel- 
lite for  in-state  calls. 

This  means  Alaskans  are 
going  to  get  a  lot  of  things  they 
never  had  before.  Regular  live 
network  television,  good  busi- 
ness communications,  better 
long  distance  phone  service, 
including  direct  distance  dialing. 

And  142  communities  will 
get  the  first  adequate  phone 
service  they  ever  had. 

RCA  Alascom  is  not  only 
making  communications 
cheaper  and  easier,  in  some 
places  it's  going  to  make  it 
possible. 

Which  is  what  being  a  world 
leader  in  communications  is 
all  about. 

So  give  them  a  call.  That's 
area  code  907.  Why  let  a  few 
thousand  miles  stop  you? 
It  didn't  stop  us. 

itc/i 


Reputation 

Another  reason 

RAMADAS 

growing  your  way. 

Reputation.  The  motor  hotel  makes  it 
or  breaks  it  on  the  strength  of  its  public 
image  and  service. 

Ramada  makes  it  by  building  its  repu- 
tation on  a  people  to  people  attitude,  to 
make  Ramada  guests  feel  they  are  calling 
on  a  personal  friend.  It  takes  years  of 
experience  to  build  up  this  reputation  and 
rapport  with  the  traveling  public.  But  in 
the  end  if  you  have  it  (and  Ramada  does) 
you  can  get  more  than  your  share  of  the 
business. 

You  expect  a  motor  hotel  with  Ramada's 
reputation  to  have  all  of  the  complete 
services  such  as:  Ramada  Inn-Stant  Reser- 
vations System  (800-238-5800)*,  Sure- 
Rate  Program  for  businessmen,  Pay-Today 
for  travel  agents  and  extensive  credit 
card  affiliations. 

You  expect  Ramada  to  have  all  of 
these,  but  the  real  secret  to  Ramada's 
growth  is  a  people  attitude.  That's  why 
there  are  343  Ramada  Inns  in  operation, 
56  under  construction  .  .  .  and  253  in 
development.  When  completed  there  will 
be  652  operating  Ramada  Inns. 

Make  yourself  a  reputation.  Write  now 
for  complete  information  and  material  on 
the  Ramada  Inn  franchise  success  story, 
and  RADCO  (Ramada  Development  Com- 
pany) "Total  Development"  brochure. 
Franchise  Division,  P.O.  Box  1632,  Dept. 
F  311  Phoenix,  Arizona  85001. 


The  Money  Men 


-Tennessee  only  (800)  542-5110 


The  Education  of  Dave  Dunn 


One  of  the  oldest  legends  in  Amer- 
ican business  is  that  of  the  young 
man  determined  to  try  out  his 
bright  new  idea.  In  the  classic  ver- 
sion, he  urges  his  more  cautious  (if 
not  downright  stick-in-the-mud) 
elders  to  take  a  chance,  and  finally 
by  sheer  sincerity  persuades  them 
to  do  so.  In  the  legend,  his  idea  is 
always  a  stunning  success. 

In  real  life,  of  course,  things  are 
different,  partly  because  the  legend 
misconceives  the  nature  of  business 
risk.  Businessmen  do  not  take  risk 
because  they  like  the  excitement, 
but  because  they  cannot  avoid  it. 
The  idea  is  to  maximize  success. 

This  is  a  discovery  that  young 
money  men,  as  well  as  other  young 
heroes,  often  make  the  hard  way. 
Take  David  J.  Dunn.  He  was  a 
young  money  man,  a  year  out  of 
Harvard  Business  School,  when  in 
1962  he  joined  J.H.  Whitney  &  Co., 
Jock  Whitney's  venture  capital 
fhm.  And  he  was  certainly  still 
young  in  spirit,  at  least,  when  he 
resigned  his  Whitney  partnership 
in  April  1970  at  age  40  to  realize  a 
nine-year  dream  of  setting  up  his 
own  venture  capital  outfit.  "I'm 
Dave  Dunn,"  he  said  then,  "and 
I've  never  failed  to  do  anything 
I've  set  out  to  do." 

It  was  not  that  Dunn  had  been 
a  failure  at  Whitney.  Quite  the 
contrary.  In  1966  he  had  become 
Whitney's  youngest  partner.  By 
1968-69  he  was  providing  five  of 
the  firm's  nine  venture  capital 
deals.  By  1970  his  personal  stake  in 
Whitney  had  grown  so  large  that 
he  seemed  certain  to  be  a  million- 
aire within  five  years. 

But  there  was  a  rub— two  of 
them,  in  fact.  The  first  was  that 
under  Whitney  policy,  Dunn  had 
to  go  on  the  board  and  spend  an 
increasing  share  of  his  time— 80%  of 
it,  he  figures— watching  over  old  in- 
vestments rather  than  sniffing  out 
new  ones.  The  larger  drawback 
was  that  Whitney  could  never  be 
Dunn's  own  creation. 

What  lie  had  in  mind  was  much 
more  than  just  another  venture 
capital  firm,  lie  wanted  it  to  he  the 
best  venture  capital  firm  anywhere, 
with  a  reputation  so  solid  that  peo- 
ple would  take  its  deals  on  faith, 
"as  il  the  name  had  been  Whitney 
or  Rockefeller."  The  initial  equity 
capital  was  to  be  $20  million,  soon 


supplemented  by  another  $20  mil- 
lion in  borrowing,  which  would 
grow?  within  ten  years  to  a  $300- 
million  venture  capital  portfolio. 
More  than  half  of  this  portfolio  ap- 
preciation would  consist  of  invest- 
ments in  ventures  dreamed  up  by 
Dunn  or  his  partners  and  staffed  by 
executives  hired  for  the  purpose. 

Dunn  planned  for  his  company 
to  make  a  big  splash  from  the 
start,  with  offices  on  both  coasts 
and  a  staff  so  large  that  it  might 
have  to  take  on  consulting  to  stay 
busy.  The  name  he  chose  for  his 
company  was  Idanta,  from  the 
Sanskrit  for  "a  thing  in  being."  Its 
appreciation,  he  figured,  should 
average  about  35%  a  year. 

A  nervy  projection?  Undoubt- 
edly—and all  the  more  so  because 
of  Dunn's  timing.  He  sought  to 
launch  Idanta  in  mid- 1970,  less 
than  a  year  after  the  market  crash 
had  made  the  whole  idea  of  high- 
risk  ventures  about  as  popular  as  a 
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pig  at  a  picnic.  But  nerviest  of  all 
was  his  statement  at  the  time:  "I 
don't  anticipate  any  trouble  at  all 
raising  the  money  for  Idanta  Corp." 
The  rationale  behind  that  state- 
ment has  its  own  tinge  of  presump- 
tion. "True  venture  capital  is  not  a 
particularly  risky  business,"  Dunn 
maintains.  How  so?  "My  definition 
of  venture  capital  has  to  do  with 
the  nature  of  the  investor."  The 
real  venture  capitalist  contributes 
importantly  to  the  ventures  he 
backs,  by  advice,  operating  assist- 
ance or  whatnot.  Therefore,  says 
Dunn,  "If  we  bought  the  same 
stocks  at  the  same  time  at  the  same 
price.  I  would  be  a  venture  capital- 
ist because  I  would  be  adding  val- 
ue; you  would  be  a  speculator." 

But  he  did  have  trouble  raising 
the  money  for  Idanta,  despite  mer- 
ciless use  of  his  Whitney  connec- 
tions. Dunn  persuaded  former 
Whitney  partner  Nathan  R,  Owen, 
now  chairman  of  General  Signal, 
to  be  an  Idanta  director;  and 
Paine,  Webber,  Jackson  &  Curtis 
helped  him  line  up  interviews  with 
big  banks  and  insurance  companies 
that  might  invest. 

"In  December  1970  I  was  sure 
I'd  win,"  recalls  Dunn,  "when, 
within  a  week,  two  of  the  largest 
banks  decided  an  Idanta  type  of 
investment  would  be  illegal  for 
their  trust  departments.  One  of 
these  banks  had  previously  indi- 
cated an  interest  in  Idanta  of  up  to 
million.  So  that  killed  the  cor- 
poration; we  never  got  close  to  the 
first  $20  million." 

Thus  thwarted,  Dunn  decided 
to  earn  out  a  scheme  that  he  had 
been  keeping  under  wraps  to  turn 
oxer  to  his  new  venture  capital 
outfit  when  it  was  finally  launched. 
The  scheme  was  for  a  computer 
peripheral  equipment  leasing  com- 
pany whose  Hotation,  he  figured, 
could  provide  enough  money  to  get 
a  smaller  venture  capital  operation 
off  the  ground.  By  May  1971  he 
had  hired  a  stall,  arranged  financ- 
ing and  held  a  celebration. 

"It  was  quite  a  blow,"  he  says, 
"when  the  thing  fell  out  of  bed  lit- 
erally the  day  we  had  it  done.  We 
had  a  victory  dinner  the  day  IBM 
lowered  its  price,  Thursday  before 
Memorial  Day.  This  upset  the  mar- 
ket and  killed  the  financing  we 
had  set  up." 

Here  Dunn  exhibited  the  tenac- 
ity the  young  hero  is  supposed  to 
have.  After  taking  his  family  on  a 


MADE  IN 


Building  Materials 

Mobile  Homes 
Home  Furnishings 


These  are  just  a  few  of  the  products  made  by  U.S. 
Industries'  Shelter  &  Furnishings  and  Building 
Materials  &  Construction  market  groups.  Account- 
ing for  31%  of  USI"s  total  operating  profit,  last  year 
these  groups  contributed  S372  million  to  USFs  total 
sales  of  $1.2  billion. 

HMi  U.S.  Industries,  Inc. 
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SCOTLAND'S 

NUMBER  ONE 

SCOTCH  FOR 

A  DECADE. 


Also  available  in  8  year  old  and 
limited  quantities  of  20  year  old. 


86  Proof  Scotch  Whi      ,    Distilled. 
Blended  and  Bonk 
Imported  By  James  B.  Beam  Import  Corp 
New  York,  N.Y. 
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The  Money  Men 


vacation  ("I'd  made  enough  mon- 
ey at  Whitney  so  I  didn't  worry 
about  whether  my  •  family  would 
eat"),  he  returned  for  another  go 
at  financing:  "I'd  spent  about 
$20,000  on  telephone,  travel  and 
legal  fees  and  I  figured  I'd  spend 
another  $20,000  and  another  year 
before  reconsidering  my  position." 

Did  Dave  Dunn  ever  make  it? 
Yes,  after  a  fashion.  In  June  he  got 
a  call  from  Bass  Brothers  Enter- 
prises of  Fort  Worth,  rich  from 
drilling  for  oil  and  gas.  Nine 
months  earlier  they  had  been  unin- 
terested in  becoming  one  of  ten 
or  20  investors  in  his  firm.  Now 
they  asked  whether  he  would  like 
them  to  be  the  sole  investor. 

So  Dunn  finally  set  up  Idanta 
Partners  in  August.  He  and  two 
associates  are  general  partners, 
holding  in  the  neighborhood  of 
one-fourth  of  the  equity;  the  rest 
is  held  by  Bass  Brothers,  which 
through  a  subsidiary  put  up  most 
of  the  capital.  But  that  capital  is 
less  than  $10  million,  rather  than 
the  $20  million  Dunn  had  orig- 
inally intended;  it  took  him  a  year 
longer  than  he  had  planned  to 
get  off  the  ground;  he  is  starting 
with  one  office  instead  of  two,  and 
two  partners  instead  of  five;  and 
Dunn  could  well  find  less  operating 
freedom  with  one  investor  putting 
up  all  the  money  than  he  would 
have  had  with  a  dozen  investors. 

That  the  young  money  man 
learned  a  lot  in  this  process  goes 
without  saying.  "I'd  say  I  made  a 
hundred  pitches,"  he  says.  "Paine, 
Webber  did  an  excellent  job  of  get- 
ting me  to  see  the  right  people  at 
the  wrong  time.  I  remember  wak- 
ing up  some  mornings  and  think- 
ing, 'Oh  God,  I've  got  to  make 
three  more  pitches  today.' 

"I  didn't  enjoy  it.  but  I  wouldn't 
have  missed  it.  All  my  career  I 
sat  on  one  side  of  the  desk  as  the 
fellow  that  people  came  to  for 
money.  Most  of  the  time  I  spent 
saying  no.  Now  I've  gone  through 
it  myself,  and  I'm  going  to  be 
much  more  understanding.  I've 
also  learned  about  the  impact  of 
fashion  in  the  money  markets.  It's 
amazing,  but  Wall  Street  is  closer 
to  Seventh  Avenue  than  anything 
else:  Last  year's  hot  seller,  venture 
capital  start-ups  of  technology, 
doesn'l  excite  anyone  now." 

Dunn  has  had  another  humbling 
experience,  too.  For  years  he  could 
boast  that  Whitney  never  lost  mon- 


ey on  any  of  the  investments  he 
picked,  but  no  longer.  Last  fall 
Multi-Access  Systems  went  under, 
costing  Whitney  its  $300,000  seed 
money  plus  an  extra  $100,000. 

The  result  is  a  now  not-quite-so- 
young  money  man  who  is  a  good 
"deal  more  philosophic.  For  exam- 
ple, today  he  is  able  to  say,  "There 
is  an  element  of  luck  in  everything 
you  do,  and  anyone  who  doesn't 
admit  it  is  a  fool  or  highly  con- 
ceited." And  he  realizes  he  can't 
do  the  job  alone:  "If  you  can  listen 
to  a  guy's  business  plan  and  know 
what  he's  talking  about  and  look 
hard  at  the  business  and  ask  the 
right  questions— Is  it  a  good  prod- 
uct? Is  this  the  right  time?  What 
are  the  financial  characteristics  of 
this  business?— that's  all  you  can  do. 
You  can't  go  run  the  business." 

He  also  seems  to  be  getting  more 
analytical  about  where  he  wants  to 
invest.  He  has  discovered  counter- 
cyclical investing,  as  evidenced  by 
his  increasing  interest  in  the  now 
unfashionable  EDP  field.  "There 
are  few  fields  where  a  new  com- 
pany can  develop  shipments  of  $10 
million  to  $25  million  in  a  few 
years,  where  you  can  still  attract 
really  outstanding  people  and  build 
a  major  company.  Show  me  a 
plumbing  supply  company  that  can 
grow  that  much  that  fast. 

"Another  area  I  really  like  is 
specialty  retailing.  Look  at  Lowe's 
in  building  supplies,  Pier  1  in  im- 
ports: They  went  from  zero  to  big 
numbers.  There  is  something  that 
distinguishes  them  from  the  mob; 
they  really  add  value  through  an 
intelligent  approach. 

"Real  estate?  I'm  not  interested, 
because  I  don't  think  you  can  get 
the  spectacular  appreciation  of  val- 
ues you  get  other  places.  Conglom- 
erates? I  never  thought  you  could 
manage  too  many  different  busi- 
nesses. Geneen  can,  but  there's  only 
one  Geneen.  When  things  get  be- 
yond the  control  of  a  few  top  men, 
you're  in  trouble." 

This  kind  of  perceptive,  critical 
approach  is  all  the  more  valuable 
for  Dave  Dunn  because  it  is  prob- 
ably what  lie  needed  most  to  bring 
the  investors  in.  He  never  lacked 
for  drive,  ambition,  appetite.  But 
he  did  have  to  learn  what  it  takes 
to  be  a  champion  hog-caller:  Be- 
sides strong  lungs  and  a  sturdy 
larynx,  you  also  have  to  be  able  to 
persuade  the  hogs  that  there's 
something  in  it  for  them.  ■ 
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ronj  de  Mon'es— Maurice  de  Vlaminck  (1876-1958) 


from  The  Forbes  Magazine  Collection 


Is  this  the  year  Forbes  has  a  special  claim  to  be  your  gift  choice? 

Thanks  to  the  price-freeze,  1972  has  more  than  its  share  of  question  marks 
hanging  over  it.  Yet  the  forecasters  are  making  optimistic  noises.  At  times 
like  these,  it  might  be  good  to  have  Forbes  coming  regularly.  In  the  last  few 
issues  Forbes  has  looked  at  companies  in  computers,  railroads,  glass, 
agricultural  machinery,  in-home  sales,  oil ..  .discussed  stock-options,  no- 
load  funds  and  brokers  going  public,  all  in  terms  of  what's  happening  now 
—and  that's  only  a  small  part  of  what  a  year  of  Forbes  can  bring. 

There's  an  added  incentive  to  make  Forbes  your  choice— a  special  gift  rate. 
The  first  subscription  only  is  charged  at  the  regular  price  of  $9.50  a  year. 
All  additional  gifts  on  the  list,  including  the  renewal  of  your  own  subscrip- 
tion if  you  wish,  are  $7.50— a  saving  of  $2  on  each  one. 

A  gift  announcement  will  be  sent  to  each  recipient,  hand  inscribed  with 
your  name  and  bearing  a  reproduction  of  the  Vlaminck  landscape  you  see 
above.  The  subscription  will  begin  with  the  big  January  1,  Annual  Report 
on  American  Industry  issue. 

Send  us  your  list  either  on  your  own  stationery  or  on  the  adjoining  card. 
Forbes,  Dept.  1274,  60  Fifth  Avenue,  New  York,  N.Y.  10011.  Pan-American 
and  foreign  subscriptions,  please  add  $6  per  year. 


It  could  well  be 
the  world's  most  wanted  car. 

Some  want  it  for  the  way  it  looks ...  its  beauty  of  line  and  form. 

Some  for  what  it  says  about  them  to  others. 

Some  want  it  for  its  unsurpassed  performance. 

Some  for  what  it  can  mean  to  the  people  they  care  for. 

Some  for  its  resale  value,  traditionally  the  highest  of  any  car  built  in  the  land. 

Some  for  what  it  represents  in  driving  peace  of  mind. 

And  some  just  want  it  for  what  it  is: 
the  finest  achievement  of  the  automaker's  art. 

Cadillac. 

it  could  well  be  everything  you've  ever  wanted  in  an  automobile. 


Clearing  the  air  about  something  else  we  all  want.  An  end  to  air  pollution.  Cadillac  is 
pleased  to  report  that  since  1  960-on  the  average-hydrocarbon  emissions  in  our  cars  have 
been  reduced  80%  .  . .  carbon  monoxide  emissions  about  two-thirds.  And  the  work  goes  on. 
We  are    ngaged  in  a  massive  effort  to  remove  the  automobile  as  a  meaning- 
ful  fac,(  n    But  because  much  depends  upon  how  a  car  is 

cared  for  once  it  is  in  your  hands,  you.  too.  can  help.  By  having  your  PCV 
(positive  crankcase  ventilation)  valve  cleaned  regularly.  Making  sure  your 
carburetor  is  properly  adjusted.  Cleaning  or  replacing  your  air  filter  regularly. 
Using  no-lead  or  low-lead  fuels.  Avoiding  prolonged  idling.  Getting  a 
tune-up  regularly.  Thank  you.  Cadillac  Motor  Car  Division 


Shown  is  the  1972  Fleetwood  Sixty  Spec  al  Brougham. 
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The  Roily  Coaster 

Self-insurance  can  be  great.  Until  he  strikes. 

One  month  you  have  relatively  few  claims  to  pay. 

The  next  month,  a  lot. 

Up-down.  Up-down.  Down-up. 

He  can  really  put  the  pressure  on  a  company's 

cash  flow. 


Flatten  it. 

With  a  CNA/insurance  Claims  Service 
Program. 

It  lets  you  budget  those  rough  months. 

Then  your  overall  claims  payout  can  be 
evened  out. 

And  no  more  Roily  Coaster. 

He's  just  one  way  self-insurance  can  lag 
behind  your  business. 

And  just  one  of  the  Insurance  Lags 
we  can  help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 


•'CA/A/insumnce  EB&ZS 


INLNIAl  CASUALTY  CO     AMERICAN  CASUAL  TV  CO     NATIONAL  FIRE  INSURANCE  CO    OF  HARTFORD    TRANSCON  * 

JRANCECO     VALLEY  FORCE  INSURANCE  CO     VALLEY  FORCE  LIFE  INSURANCE  CO     CNA  INVESTOR  SERVICES.  INC     3'    C/VfK £*) teTQl 


Climbing  Aboard 


Look  who  wants  into  the  convenience  food  store  business! 


If  there  was  ever  any  doubt  about 
the  promising  future  of  the  conve- 
nience food  stores,  it  should  recently 
have  been  dispelled. 

The  evidence  lies  not  primarily  in 
the  rapid  growth  of  the  business, 
though  it  has  certainly  been  growing 
like  a  weed.  A  convenience  store  is  a 
small  food  store,  between  1,000  and 
4,000  square  feet  (as  compared  with 
a  supermarket's  15,000),  that  carries 
a  limited  number  of  items  but  is  open 
at  all  hours  of  the  day  and  night,  in 
many  cases  seven  days  a  week.  There 
were  perhaps  2,500  such  stores  in 
1960  with  total  sales  of  about  $375 
million;  as  of  last  December  there 
were  more  than  13,600.  All  told, 
they  produce  sales  of  $2.7  billion,  or 
about  3%  of  the  gargantuan  U.S.  food 
market.  Nor  is  the  convenience  store's 
coming  of  age  affirmed  mainly  by  the 
appearance  of  substantial  companies 
in  the  business,  though  Dallas-based 
Southland  Corp.  (Forbes,  July  1, 
1969),  which  began  fife  as  an  ice 
company,  should  rack  up  sales  of  over 
$1  billion  this  year.  Southland,  with 
3,700-odd  7-Eleven  stores  in  33  states 
plus  Canada  and  Mexico,  has  itself 
entered  the  traditional  supermarket 
field  by  buying  New  York's  Gristede 
food  chain. 

What  attests  to  the  maturity  of  the 
convenience  store  business  is  the  num- 
ber  of   outsiders   who   want   to   deal 


themselves  in;  they  include  Cities 
Service,  Gulf,  Tenneco  and  Union 
Pacific's  Champlin  Petroleum  division. 
The  common  odor  of  oil  that  hangs 
over  the  newcomers  is  not  accidental; 
all  of  them  dream  of  a  marriage  be- 
tween the  convenience  store  and  the 
filling  station.  It  would  seem  a  natural 
combination:  A  housewife  discovers 
one  Sunday  morning  that  she  needs 
eggs  for  breakfast.  Her  husband 
drives  down  to  the  convenience  store 
—and  puts  gas  in  the  car  while  he 
buys  the  eggs. 

Wheels  and  Deals 

In  pursuit  of  this  combination,  Cit- 
ies Service  has  worked  out  a  deal 
with  the  second-largest  convenience 
store  chain,  Munford,  Inc.,  which  op- 
erates about  1,000  convenience  stores 
under  various  names,  including  Ma- 
Jik  and  Jackson  Minit  Markets.  Most 
of  them  are  in  the  Southeast;  but  the 
chain  has  begun  to  spread  north  and 
west,  and,  says  Executive  Vice  Presi- 
dent Robert  Blythe,  it  plans  to  keep 
spreading  at  the  rate  of  about  100 
stores  a  year. 

Munford's  deal  with  Cities  Service, 
says  Blythe,  will  work  in  three  phases. 
The  first  is  adding  gas  pumps  to  exist- 
ing Munford  convenience  stores;  the 
second  is  adding  stores  to  CITGO  sta- 
tions; in  the  third  phase,  Munford  and 
Cities   Service  will   jointly   start   new 


convenience  stores  with  gas  stations. 

"Gasoline  can  be  a  very  strong  addi- 
tive to  profitability,"  says  Blythe.  One 
convenience  store  chain  estimates  the 
added  profit  at  between  25%  and  50%. 
One  reason:  In  a  combination  store 
the  customers  can  usually  charge 
groceries  on  oil  company  credit  cards. 

In  contrast  to  Cities  Service,  Ten- 
neco owns  and  operates  all  its  con- 
venience store/ gas  station  combina- 
tions. It  now  has  about  100  of  them, 
a  score  in  Atlanta  and  the  surround- 
ing suburbs;  but  it  has  been  moving 
into  Florida,  Louisiana,  Colorado  and 
the  Carolinas,  and  it  is  thinking  of  es- 
tablishing stores  in  Washington,  D.C. 
and  the  surrounding  suburbs. 

For  the  oil  companies,  convenience 
stores  with  gas  stations  make  sense, 
not  only  because  the  man  who  buys 
a  loaf  of  bread  may  also  get  his  car 
gassed,  but  also  because  running  ser- 
vice stations  has  become  an  increas- 
ingly uncertain  business.  Competition 
sometimes  drives  the  profit  right  out 
of  gasoline.  Further,  while  this  may 
surprise  car  owners,  the  latest  model 
cars  require  much  less  servicing  than 
older  models  did.  "The  problem,"  says 
a  spokesman  for  Union  Pacific's 
Champlin  Petroleum  division,  "is  that 
the  lubrication  bays  don't  provide  the 
income  they  used  to.  Newer  cars  don't 
need  as  much  service,  and  people  go 
to  service  centers  now*." 

Says  Harry  C.  Hunter,  executive 
director  of  the  National  Association 
of  Convenience  Stores:  "Service  sta- 
tions used  to  make  money  on  tires, 
lubrication  jobs  and  accessories.  Now 


7-Eleven  Store  In  Atlanta:  Oil  and  water  may  not  mix,  but  oil  and  milk  certainly  do.  Also  oil  and  cola. 
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If  Columbus  went  to 
Ricardo's  Rent  ABoat  instead  of  Isabella 
he  might  never  have  gotten  but  of  Spain. 

Consider  Columbus.  He  wanted  to  sail.  Far  away. 
And  he  needed  a  few  ships  and  a  motley  crew  So  he  went 
to  the  Queen  of  Spain.  Because  of  all  the  people  who 
could  get  him  some  ships,  she  was  the  one  with 
the  most  pull. 

And  it's  the  same  with  a  bank.  When  you  need  a  loan, 
it's  best  to  go  to  the  man  who  can  give  it  to  you.  The  man 
who  has  the  authority  to  make  executive  decisions  on  1 

the  spot. 

But  that's  nothing  new  to  you.  The  trick  is  getting  to 
talk  to  that  man. 

At  Marine  Midland  our  top  men  are  around  to  talk 
to  you,  to  give  you  financial  and  investment  advice,  and  to 
make  decisions  on  the  spot  if  a  problem  arises. 

You  see,  we've  found  that  when  a  businessman  and 
his  banker  are  able  to  talk  directly  with  each  other, 
transactions  can  be  made  smoothly  without  time  wasting 
formalities.  1 

We  hate  red  tape  as  much  as  you  do.  And  because 
of  the  personal  involvement  of  our  senior  officers, 
things  can  move  quickly  to  meet  deadlines  Which  is  really      j 
what  business  is  all  about.  ! 

Look  what  it  did  for  Columbus. 


j 


If  s  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 


We  give  you 

as  much     1 
desk  space 

in  Denver 
as  in        1 
Des  Moines  1 

I    Because  we  give  you  the  same 
1    kind  of  great  room  everywhere.    1 
1    A  quiet,  comfortable  room. 
1   With  double  drapes.  Sound- 
1    proof  walls.  Bigger  beds.  Call 
the  Howard  Johnson's  Motor 
1    Lodge  nearest  you  for  a 
1    confirmed  reservation  at  any 
1    of  our  435  locations. 

Howard  Johnson's:                 0* 
We  always  treat  you           Zr*  1 
like  you're  on  vacation.  4^ 

HOWARD 

JonnsonS 

^^M 

MOTOR  L0D6ES  t  RESTIURANTS  I 

How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 

portfolio 


If  the  money  you  have  today  is  to  grow  in 
(he  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
pletelO-year  "performance  record,  ;  :id  how 
it  may  help  you  now,  simply  write  Dept.  Q-3. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  ouBi 

Investment  Management    .    Incorporated  1936 
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CfTGO  Minimart  in  Charlotte,  N.C.:  What  makes  a  convenience  store 
so  profitable?  Not  merely  the  fact  that  it  can  charge  higher  prices. 
More  important  is  that  it  has  both  a  small  inventory  and  fast  turnover. 


their  customers  go  to  Montgomery 
Ward  and  Sears,  Roebuck.  They  are 
fighting  an  uphill  battle  in  the  market 
they  once  dominated." 

Under  the  circumstances,  running 
a  convenience  store  side  by  side  with 
his  gas  station  can  be  disaster  insur- 
ance for  a  gas  station  operator.  Con- 
venience stores  are  a  relatively  high- 
margin  business  as  well  as  a  growing 
business.  A  convenience  store  can 
charge  more  for  a  quart  of  milk  or  a 
loaf  of  bread  or  a  carton  of  cigarettes 
than  a  supermarket  can  because  it's 
open  when  the  supermarket  isn't.  Ac- 
cording to  a  recent  study  by  the  mag- 
azine Progressive  Grocer,  the  average 
convenience  store  last  year  had  a 
gross  margin  of  25.6%,  vs.  the  aver- 
age supermarket's  20.8%. 

The  big  problem  of  the  conve- 
nience store/  filling  station  is  labor.  A 
convenience  store  is  essentially  a  one- 
man  operation.  To  add  a  gas  business, 
the  operator  must  add  more  help; 
rarely  can  he  handle  both  the  food 
end  of  the  business  and  the  gas  end 
alone.  But  at  the  same  time,  he  must 
pay  attention  to  every  detail,  no  mat- 
ter how  small.  Convenience  stores 
have  such  small  inventories— on  the 
average,  $12,000— that  it  is  necessary 
to  check  the  stock  constantly.  "Peo- 
ple don't  realize  what  kind  of  control 
you  have  to  have  to  keep  shortages 
down,"  says  Munford's  Blythe.  "Prices 
don't  give  you  a  lot  of  leeway.  What 
comes  out  on  the  bottom  line  boils 
down  to  who  can  best  control." 

Franchising  can  also  be  a  solution 
to  the  labor  problem.  The  franchisee 
normally  gets  a  percentage  of  the 
store's  sales  .is  a  salary— one  company 
guarantees  8%  of  sales  or  at  least 
$14,000— but  if  he  hires  outside  help 
he  must  pay  for  it  out  of  his  own 
poeket.  To  avoid  this,  he  often  presses 
his  family  into  service,  in  a  kind  of 
return  to  the  mom-and-pop  stores 
that  were  annihilated  several  decades 


back  by  the  advancing  supermarkets. 

Of  course,  there  is  no  law  barring 
a  supermarket  outfit  from  going  into 
convenience  stores.  The  one  that  has 
gone  in  most  heavily  is  Chicago- 
based  Jewel  Cos.,  which  now  operates 
100  White  Hen  Pantry  stores  and 
plans  to  keep  expanding  into  the  in- 
definite future. 

White  Hen  Pantry  is  almost  com- 
pletely separated  from  Jewel's  super- 
market operation,  not  even  using  the 
same  warehouse  facilities.  "Trying  to 
supply  a  convenience  store  whose  vol- 
ume is  10%  of  a  supermarket's  is  very 
inefficient  for  the  warehouse,"  says  Da- 
vid Diana,  president  of  White  Hen 
Pantry  division.  "The  stores  also  have 
a  different  product  mix."  And  the 
separation  is  good  policy  for  another 
reason:  If  a  customer  knows  that  a 
supermarket  and  a  convenience  store 
are  owned  by  the  same  company,  he's 
likely  to  demand  the  same  low  prices 
from  the  convenience  store  that  he 
gets  at  the  supermarket. 

Vive  la  Difference! 

With  or  without  filling  stations, 
convenience  stores  will  never  reach 
the  volume  of  the  supermarkets,  which 
sell  $20  or  $30  worth  of  groceries  at  a 
crack.  On  the  other  hand,  their  growth 
is  expected  to  continue  until  they  have 
about  10%  of  the  food  market,  which 
is  now  $88  billion,  and  that  is  hard- 
ly an  insignificant  amount. 

Their  growth  is  further  proof  of  a 
fact  that  must  be  taken  into  considera- 
tion by  everyone  who  sells  to  consum- 
ers. All  consumer  markets  are  becom- 
ing fragmented,  as  Detroit  learned  to 
its  dismay  when  foreign  minicars  start- 
ed taking  sales  from  standard-sized 
cars.  In  home  building  (see  p.  28), 
demand  has  been  swelling  for  small, 
mobile  homes.  In  the  magazine  busi- 
ness, the  specialized  magazines  thrive 
while  the  general  magazines  fail.  Not 
everybody  wants  the  same  thing.  ■ 
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At  last     the  whole  wonderful  age  of  Swing  as  only  Time-Life  Records  could  re-create  it... 

The  swing  era 

A  LIBRARY  OF  STEREO  RECORDS,  WORDS  AND  PICTURES 


...and  you  are  invited  to  enjoy  your  first  volume, 
"The  Music  of  1940-  41,"  for  10  days  FREE 


Imagine  being  able,  whenever 
you  wish,  to  re-live  the  excite- 
ment of  the  unforgettable  Swing 
Era:  the  fabulous  Big  Band 
music  of  the  1930s  and  1940s... 
the  "Lindy"  and  "Big  Apple" 
...the  Bobby  Sox  fashions  and 
Hollywood  musical  extravagan- 
zas, .and  all  the  other  sights  and 
sounds  that  went  to  make  up  the 
wonderful  days  when  Swing  was 
king 

Now  you  can  re- live  the  Swing 
Era,  thanks  to  the  magic  of  mod- 
ern stereo  and  the  rich  pictorial 
and  editorial  resources  of  Time- 
Life.  With  The  Suing  Era.  you 
can  actually  enjoy  your  own  un- 
rivalled library  of  great  Swing 
music,  re- crea ted  on  stereo  LP 
albums  so  vividly  it's  as  if  you 
were  on  the  scene,  hearing  these 
hits  live  "  And  as  you  thrill  to 
these  Swing  albums,  you  and 
your  family  can  share  the  pic- 
tures and  stories  in  the  series  of 
handsome  books  that  recapture 
those  long-ago  days  to  make  The 
Suing  Era  complete. 

.And  to  let  you  see— and  hear— 
for  yourself— how  faithfully  The 
Suing  Era  evokes  the  wonderful 
age  of  Swing.  Time-Life  Records 
extends  this  no-risk  invitation: 
Accept  the  first  volume  of  this  re- 
markable collection.  The  Music 
of  1940-41  with  30  great  Suing 
favorites  re-created  on  three  12- 
inch  stereo  LPs.  plus  the  book 
that  tells  ■How  It  Was  to  Be 
Young  Then."  to  enjoy  in  your 
own  home  for  10  days  free. 

Then,  as  a  subscriber  to  the 
series,  accept  subsequent  record 
album-and-book  volumes  of  The 
Swing  Era  with  the  same  10-day 
free  audition-and-return  privi- 
lege until  your  collection  is  com- 
plete or  you  wish  to  cancel  your 
subscription. 

YOUR  CHOICE  OF 
THE  BEST-LOVED  SWING 

Just  think  of  matching  your  lis- 
tening mood  by  picking  from 
literally  hundreds  of  great  Swing 
hits  you'll  have  at  your  finger- 
tips with  your  own  library  of 
The  Swing  Era 

For  those  sentimental  mo- 
ments, there's  the  1940-41  Glenn 
Miller  version  of  "Moonlight 
Serenade" . ..  the  Tommy  Dorsey 
version  of  "I'm  Gettin'  Senti- 
mental over  You"  that  had  the 
whole  nation  sighing  in  1936-37 
...and  the  1941-42  Harrv  James 
version  of  "I  Cried  for  You." 

Or  swing  out.  if  you  wish,  with 
"Bugle  Call  Rag"  in  the  Benny 
Goodman  version  re-created  in 
the  volume  devoted  to  1936-37... 
"Basie  Boogie"  from  the  1941-42 
volume  . . .  and  Charlie  Barnet's 
1940-41  version  of  "Cherokee." 

With  The  Swing  Era  collec- 
tion, you  have  your  choice  of 
great  Swing  music,  from  the 
early  1930s  through  the  memora- 
ble years  when  Swing  was  cap- 
turing the  hearts  of  millions  to 
the  World  War  II  years  and  the 
postwar   boom.    And    with  each 


BEGIN  THE  SWING  ERA  SERIES 
WITH  THESE  30  GREAT  HITS 
ON  THREE  12    STEREO  LPs 

Moonlight  Serenade '  Sunrise 
Serenade  '  Little  Brown  Jug 

•  In  the  Mood  '  Tuxedo  Junc- 
tion •  Anvil  Chorus  (Parts  I 
and  II):  Glenn  Miller  versions 
Two  O'clock  Jump  '  Music 
Makers  '  Ciribiribin  '  You 
Made  Me  Love  You  Harry 
James  versions 

Cherokee '  Pompton  Turnpike 

•  Redskin  Rhumba:  Charlie 
Barnet  versions 
Lonesome  Road  (Parts  I  and 
II)  ■  Swanee  River  '  Deep 
River  Tommy  Dorsey  ver- 
sions 

Stealm'  Apples  '  Let's  Dance: 
Benny  Goodman  versions 
Temptation  '  Frenesi  '  Star- 
dust: Artie  Shaw  versions 
Bizet    Has   His    Day:    Les 
Brown  version 

Take    the    "A"    Train:    Duke 
Ellington  version 
Blues  on  Parade:  Woody  Her- 
man version 

Well  All  Right  Then   Jimmie 
Lunceford  version 
Snowfall     Claude   Thornhill 
version 

720  in  the  Books  Jan  Savitt 
version 

Boogie  Woogie  on  St.  Louis 

Blues    Earl  Hines  version 

PLUS  THE  BIG  HARD-COVER 

TIME-LIFE  BOOK     HOW  IT  WAS 

TO  BE  YOUNG  THEN" 

•NOTE:  //  you  prefer  the  lape-and- 
booh  package  or  the  ca*\ette-and-book 
package  instead,  check  the  proper  box 
on  the  attached  reply  card  or  in  the 
coupon. 

three-record  volume,  you  also 
receive  a  book  of  vivid  pictures 
and  stories  to  help  you  re-live 
the  period,  ranging  from  "The 
Movies:  Between  Vitaphone  and 
Video"  to  "Swing  as  a  Way  of 
Life"  and  much,  much  more. 

BRILLIANT  SWING  MUSIC 

The  remarkable  music  you'll  hear 
on  these  big  12-inch  stereo  Li's 
is  based  on  the  classic  arrange- 
ments that  made  the  big  bands 
famous.  A  few  selections  are  cel- 
ebrated Swing  Era  re-creations 
by  the  famous  Glen  Gray  orches- 
tra, while  most  were  re-recorded 
especially  for  this  series  by  the 
same  talented  production  team 
and  virtuoso  swing  musicians. 
Each  new  recording  has  been 
carefully  checked  against  exist- 
ing 78  rpms.  Except  for  the  su- 
perb richness  of  these  new  stereo 
records,  you  probably  couldn't 
tell  which  were  played  by  the 
original  band.  Only  these  sounds 
don't  come  to  you  on  a  78  re- 
cording (the  only  kind  of  records 
that  were  made  in  1940 ) . . .  but  in 
brilliant,  modern  stereo.  It's  as 
if  the  big  bands  of  the  Swing  Era 
had  made  recordings  for  you  to- 


day—with all  their  original  magic 
enhanced  by  the  miracle  of  to- 
day's sound! 

BE  OUR  GUEST 

Listen  to  these  30  superb  record- 
ings and  enjoy  "How  It  Was  to 
Be  Young  Then"  for  10  days 
free.  As  a  new  subscriber  to  The 
Swing  Era.  you  receive  this  and 
subsequent  packages  with  the 
same  examination-and-return 
privilege:  if  not  delighted,  just 
return  the  package  and  owe 
nothing! 

But.  if  you  are  as  delighted  as 
we  think  you  will  be,  keep  "The 
Music  of  1940-41"  and  enjoy  a 
second  pleasant  surprise!  The 
three  12-inch  long-playing  rec- 
ords in  this  great  package  have 
been  recorded  to  the  most  ex- 
acting technical  specifications. 
They  are  the  highest  quality 
vinyl  identical  to  stereo  records 
selling  for  $4.98  and  more  each; 
you  might  expect  to  pay  $15  for 
the  three  records  alone,  without 
the  hard-cover  book.  Yet,  be- 
cause Time-Life  Records  has  or- 
dered these  records  in  one  large 
economical  pressing,  and  be- 


cause we  sell  direct  to  you  with- 
out the  cost  of  stores  or  salesmen, 
we  can  offer  you  this  three-rec- 
ord album  for  just  $12.95,  plus 
shipping  and  handling,  in  stereo, 
with  the  Time-Life  Records  book 
"How  It  Was  to  Be  Young  Then" 
included  at  no  extra  cost. 

Just  mail  the  attached  post- 
age-free reply  card  today,  and 
we'll  mail  you  your  album  for 
10  days'  free  trial. 

A  NEW  COLLECTION 

After  you  have  subscribed  to 
The  Swing  Era  by  ordering  this 
first  package,  additional  albums 
and  books  will  be  shipped  to 
you  on  approval,  every  second 
month.  There  is,  however,  no 
commitment,  and  any  record- 
and-book  package  may  be  re- 
turned or  the  free-audition  priv- 
ilege may  be  cancelled  by  you  at 
any  time.  By  returning  the  at- 
tached reply  card,  you  simply 
accept  the  privilege  of  listening 
to  "The  Music  of  1940-41"  for 
10  days  FREE. 

If  the  card  is  missing,  fill  out 
and  mail  the  coupon. 


TO:  TIME  LIFE  RECORDS 

Time  &  Life  Bldg.,  Chicago,  111.  60611 

Please  send  me  "The  Music  of 
1940-41,"  first  album  in  "The  Swing 
Era,"  for  10  days'  free  audition  and 
enroll  me  as  a  subscriber  to  the  se- 
ries. After  10  days  I  may  return  the 
three  records  and  illustrated  book 
without  obligation.  If  I  decide  to  keep 
them,  I  will  pay  $12.95*  plus  ship- 
ping and  handling.  I  will  then  receive 
other  albums  and  books  from  "The 
Swing  Era"  series  at  the  same  price 
every  two  months.  I  am  under  no  ob- 
ligation to  purchase  any  minimum 
number  and  may  cancel  my  subscrip- 
tion and  free-examination  privilege  at 
any  time. 


□ 


1640 

NOTE:  If,  instead  of  the  three 
stereo  records,  you  would  pre- 
fer tape,  then  check  one  of  the 
two  choices  below: 

Please  send  me  all  30  great 
hits  of  "The  Music  of 
1940-41"  on  two  8-track  tape 
cartridges  ($2  extra).  The 
book,  "How  It  Was  to  Be 
Young  Then,"  is  included. 

□  Please  send  me  all  30  great 
hits  of  "The  Music  of 
1940-41"  on  two  tape  cassettes 
($2  extra) .  The  book.  "How  It 
Was  to  Be  Young  Then,"  is 
included. 
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Question:  If  our  8  divisions 

were  separate  companies,  how 

many  would  rank  in  the  top  500? 

Answer:  6  out  of  8. 


erms  of  revenues  we  have  6  operating  divisions 
t  would  rank  among  America's  top  500  industrial 
rporations  And  a  7th  that's  coming  up  fast. 

All  of  which  makes  Tenneco  one  of  the 
gest  and  most  successful  diversifiers  in  the  world, 
h  over  $4.3  billion  in  assets.  And  still  growing. 

At  Tenneco  we're  constantly  diversifying 
7i  within  Which  means  that  within  each  operating 
a  we  never  stop  looking  for  new  ideas  in  products, 
vices,  markets  For  example: 

Agriculture  I  Land  Development:  Our 
ineco  Properties,  Inc.,  in  addition  to  agricultural 
ivities,  has  planned  and  built  apartment 
nplexes,  suburban  homes,  shopping  centers, 
in  entire  communities.  Now  being  developed: 
e  Mountain  Club,  a  3,000-acre  recreational 
nmunity  within  90  minutes  of  Los  Angeles. 

Auto  Components:  Our  Walker  Manufacturing 
pany  has  diversified  its  line  through  specialized 
chanex  Corp.  equipment  for  truck  fleets.  Example: 
evice  for  servicing  wheel  bearings  without  removing 
wheel  to  reduce  maintenance  time  and  cost. 

Construction  /  Farm  Equipment:  Our 
Case  Company  offers  the  most  complete  range  of 
avating,  digging,  and  trenching  machinery  in  the 
ustry.  The  Case-Davis-Drott  lines  include 
?rything  from  6-inch  trenchers  to  giant  hydraulic 
:avators. 

Pipelining:  Our  Tennessee  Gas  Transmission 
tern,  in  addition  to  serving  public  utilities  in  25 
tt:es,  operates  a  431  -mile  industrial  pipeline.  This 

Tenneco 


pipeline  supplies  pollution-free  natural  gas  to  the 
growing  industrial  area  along  the  Texas  Gulf  Coast. 

Shipbuilding:  Our  Newport  News 
Shipbuilding  is  using  its  nuclear  capabilities  to  help 
ease  the  nation's  powershortage.  We're  producing 
components  for  nuclear  power  plants  as  well  as 
nuclear-powered  ships. 

Chemicals:  Our  Tenneco  Chemicals  group 
has  patented  a  way  to  bond  different  plastic  films  to 
create  a  new  wrap  for  the  food  industry.  The  various 
plies  make  the  wrap  air-proof,  moisture-proof, 
leak-proof.  Result:  more  flavor,  less  spoilage. 

Oil:  Our  Tenneco  Oil  Company  has  diversified 
into  mining  operations.  We're  mining  calcium  borate 
(essential  in  the  making  of  fiberglass)  for  the  first  time 
in  the  U.S.  And  we're  also  mining  uranium.  And  we 
have  extensive  mining  exploration  rights  on  several 
continents. 

Packaging:  Our  Packaging  Corporation  of 
America  goes  from  scientific  tree  farming  to  a  full 
range  of  packaging  services.  We're  big  in  the  5  major 
packaging  areas— paperboard,  containers,  cartons, 
molded  pulp,  and  plastics. 

These  examples  establish  our  point.  That 
each  of  our  8  divisions  is  diversifying  in  products  and 
services  from  within.  Another  Tenneco  way  to 
grow  and  build.  Tenneco  Inc.,  Houston,  Texas  77001. 


BUILDING  BUSINESSES  IS  OUR  BUSINESS.  LJENNECo] 


the  Figures 


Undaunted 

Making  trains  instead  of  planes, 
buildings  instead  of  bombs,  has 
long  been  touted  as  a  cure  for  the 
ailing  aerospace-defense  industry. 
A  naive  dream?  Not  to  Forbes 
Matin,  chairman  of  $820-million- 
sales  LTV  Aerospace  Corp.  Mann 
has  embarked  on  probably  the  in- 
dustry's most  vigorous  diversifica- 
tion program.  In  1970  LTV  Aero- 
space got  80%  of  its  earnings 
from  aerospace-defense  business. 
Mann's  goal:  a  50-50  civilian-gov- 
ernment balance. 

Others  have  set  similar  goals  in 
the  past  and  failed.  Mann  already 
has  taken  his  lumps.  In  1970  he 
had  to  write  off  $4.9  million  on  an 
all-terrain  vehicle  called  the  KID. 
And  partly  because  of  Mann's  de- 
cision to  devote  all  the  resources 
possible  to  new  projects,  latest  12- 
month  earnings  fell  to  68  cents,  vs. 
$4.24  a  share  in  1969. 

Mann  has  diversified  in  three 
main  directions.  One,  ground  trans- 
portation, has  caused  trouble  for 
other  defense  companies,  notably 
General  Dynamics  (the  New  York- 
Boston  Turbo  Train)  and  Rohr 
(San  Francisco's  BART  system); 
but  that  isn't  stopping  LTV  Aero- 


space. In  July  LTV  Aerospace 
landed  a  $31-million  contract  to 
build  a  12-mile  "horizontal  eleva- 
tor" at  the  Dallas-Fort  Worth  Re- 
gional Airport. 


Mann  of  LTV  Aerospace 


Might  traditional  transportation 
suppliers  like  Pullman  have  done 
a  better  job?  Aerospace  companies, 
Mann  argues,  can  "take  a  very 
complex  problem  and  come  up  with 
the  best  and  most  economical  total 
system,"  whether  air  cushions,  heli- 
copters, rubber  wheels  or  what. 
"Pullman,"  says  Mann,  "being  hu- 
man and  parochial,  will  start  with 
a  steel-wheel,  steel-rail  approach." 

But  transportation  is  only  part  of 
the  story.  LTV  Aerospace's  two 
other  main  ventures  are  almost 
completely  unrelated  to  technolo- 
gy: education  (43  vocational 
schools,  15,000  students)  and  rec- 
reation (it  is  developing  1,600  acres 
near  Steamboat  Springs,  Colo.). 
"Obviously,  aerospace  technology 
isn't  going  to  make  us  successful 
at  Steamboat  Springs,"  says  Mann. 

Mann  is  quite  aware  that  in 
commercial  business,  unlike  aero- 
space, Congress  or  the  Pentagon 
won't  bail  him  out  if  he  flubs,  so  he 
is  careful  not  to  get  overcommit- 
ted.  "Next  year  any  of  these  de- 
velopment areas  that  aren't  profit- 
able, we'll  probably  let  go  by  the 
wayside,"  he  says,  leaving  no 
doubt,  however,  that  he  means  to 
get  at  least  a  couple  of  successes 
out  of  his  four  tries.   ■ 


The  First  Luxury 

A  decade  ago  when  Joseph  F. 
Cullman  III  called  in  his  executive 
vice  president,  George  Weissman, 
now  52,  and  told  him  he  was  go- 
ing to  head  up  Philip  Morris'  in- 
ternational division,  Weissman  was 
something  less  than  overwhelmed. 
"I  gulped,"  Weissman  recalls,  "be- 
cause the  division  wasn't  very 
large."  But  he  went  to  work  step- 
up  PM's  export  marketing 
campaign  and  licensing  foreign 
ufacturers  "We  didn't  have 
•quity,  people  or  knowhow  to 
taki  I  ttive  venture,"  he 

ked  at  the  world  map 
and  pie  ked  those  countries  where 
the  margins  were  good  and  the 
politics  favoi 

Wei  ;0  success- 

ful,  howi  ag0 

he  succeeded  Cullm  in  as  p  esident 
and  now  stands  a  good  chance  of 
netting  the  chief  executive  title 
when  and  if  Cullman,  58.  should 
decide  to  retire.  PM  now  operates 
in  L50  different  countries  on  six 
continents.  All  told,  foreign  opera- 


Weissman  of  Philip  Morris 


tions  now  provide  about  one-third 
of  Philip  Morris'  operating  profits, 
and  within  a  decade,  Weissman 
figures,  they  could  be  producing 
more  than  half. 

The  key  to  PM's  success  over- 
seas, Weissman  says,  is  Marlboro, 
PM's  best-selling  cigarette.  Instead 
of  adapting  it  to  indigenous  tastes, 
PM  sold  its  U.S.  version  world- 
wide: "We  calculated  on  traveling 
people.  That's  what  built  our  in- 
ternational business."  The  other 
tobacco  companies  hesitated,  fear- 
ing foreign  production  would  cut 
into  their  export  sales,  so  that  now 
PM  has  a  commanding  lead. 

Since  cigarette  consumption 
traditionally  follows  higher  income 
and  educational  levels,  Weissman 
sees  no  slackening  in  PM's  inter- 
national growth— 12%  currently,  vs. 
10%  in  the  U.S.  "Cigarettes  are  the 
first  cash  luxury  a  man  buys  in  a 


cash  economy."  Which  is  one  rea 
son  why  Philip  Morris,  already  the 
U.S.'  fastest-growing  and  most 
profitable  cigarette  company,  post- 
ed a  33%  gain  in  first-half  sales  and 
39%  in  earnings 
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From  A  to  Z. 


A  Albuquerque,  Amarillo,  Argonne,  Argentine,  Ardmore 

B  Bakersfield,  Bay  City,  Brownwood,  Barstow 

C  Chicago,  Cleburne,  Clovis,  Cucamonga,  Chanute 

D  Dallas,  Denver,  Dodge  City,  De  Soto 

E   El  Paso,  Eagle  Lake,  Emporia,  Enid 

F  Fort  Worth,  Fresno,  Fort  Madison,  Fullerton 

G  Galveston,  Galesburg,  Gainesville,  Garden  City 

H  Houston,  Hutchinson,  Hodgkins,  Hereford 

I    Independence,  Inglewood,  lola 

J  Joliet,  Justin,  Jasper 

K  Kansas  City,  Kingman,  Kirbyville 

L   Los  Angeles,  Littleton,  Lawrence,  Lemont 

M  Matagorda,  Marceline,  McPherson 

N  Newton,  Norman,  Navasota,  Nowers 

O  Oklahoma  City,  Oakland,  Olathe,  Ottawa 

P  Phoenix,  Ponca  City,  Pampa,  Paris 

Q  Quenemo,  Quinlan 

R  Richmond,  Riverside,  Roswell,  Raton,  Reedley 

S  San  Francisco,  Stockton,  Streator 

T  Tulsa,  Topeka,  Trinidad,  Temple 

U  Udall,  Umbarger,  Upland 

V  Valley  Mills,  Vaughn,  Verona,  Victorville 

W  Wichita,  Willow  Springs,  Wellington 

X  (Santa  Fe  crossings  are  marked  with 
an  X  sign — drive  safely) 

Y  Yale,  Yucca,  Yeso 

Z  Zarah,  Zenith,  Zephyr 


Santa  Fe  knows  the  West,  Southwest  and  Midwest! 


We  have  specialists  who  provide  complete 
facts  about  plant  locations  and  distribution 
centers.  And  we  are  interested  in  discussing 
plans  for  various  types  of  real  estate  projects 
from  shopping  districts  and  restaurants  to 
office  centers  and  condominiums.  ■  There  are 
2,100  stations  along  our  13,000  mile  trans- 
portation route,  and  we  have  48,000  acres 
ready  for  development  in  large  cities,  small 
towns,  and  rural  areas.  ■  Just  call  or  write: 
Real  Estate  and  Industrial  Development, 
80  East  Jackson  Blvd.,  Chicago,  III.  60604, 
telephone :  (31 2)  427-4900.  From  A  to  Z 
we  can  spell-out  the  advantages  for 
locating  along  the  Santa  Fe. 


JqDicI  *  ©  — The  complete  transportation  company 

moving  by  rail,  truck,  air  freight,  pipeline  and  land  development. 


Santa  Fe 


Faces  Behind  the  Figures 


Public  Private  Eye 

Nobody  likes  the  way  the  Federal 
Government  handles  contracts;  not 
the  bureaucrats,  and  certainly  not 
the  businessmen  who  try  to  com- 
pete for  the  federal  dollar.  Even 
Congress  has  picked  up  the  issue. 
But  whether  the  public  and  busi- 
ness get  any  relief  depends  on 
tough-minded  Elmer  P.  Staats  of 
the  General  Accounting  Office. 

"If  somebody  doesn't  like  the 
way  the  Government  has  handled 
his  bid  on  some  contract,  all  he  has 
to  do  is  pick  up  the  phone  and  call 
us,"  Staats  says.  A  change  from 
past  GAO  practices,  to  be  sure. 
Not  that  a  protest  insures  a  con- 
tract; Honeywell  asked  Staats  a  few 
years  ago  to  reopen  bids  on  a  $100- 
million  Pentagon  contract  award 
to  IBM— only  to  lose  again  to  Bur- 
roughs. But  Staats  is  going  beyond 
mere  corporate  convenience;  he 
wants  to  revise  both  the  accounting 
checks  on  agency  spending  and, 
more  important,  the  way  spending 
plans  are  studied  by  Congress. 

Elmer  Staats,  now  57,  is  Comp- 
troller General  of  the  U.S.,  and  the 
GAO,  which  he  heads,  is  the  ac- 
counting firm  created  by  Congress 
to  audit  the  Government's  $200-bil- 
lion  budget.  Created  50  years  ago, 
the  GAO's  traditional  task  is  to 
make  sure  that  the  money  Congress 
appropriates  is  spent  in  the  legally 
prescribed  fashion.  But  nowadays 
when  government  agencies  turn 
out  computerized  justifications  for 
appropriations  faster  than  Congress 
can  read  them,  Staats  is  attempt- 
ing to  make  the  GAO  more  than 
an  after-the-fact  bookkeeper. 

When  Staats  took  over  five  years 
ago,  the  GAO  was  in  deep  trouble 
with  business,  the  agencies  and 
Congress  itself  over  its  practice  of 
fingering  private  companies  for  ex- 
cessive profits,  padded  costs  and 
cost  overruns.  When  the  incum- 
bent Comptroller  resigned  "for 
health     ,  Staats    was    re- 

cruited from  the  highest  career  slot 
;'t  the   Bi  Bureau,  a  post  he 

had  held  under  every  President 
since  Ti  o  after  a  lifetime 

drafting  spending  proposals,  he 
turned  to  v  ttchdogging  tlu  m. 

His  first  i  hange  was  to  shift  the 
GAO's  spotlight  from  business  to 
the  agencies  ig  third  par- 

tits,''  he  says,  "diverted  attention 
limn  the  real  source  of  our  prob- 
lems, the  agencies  themselves.  Now 


we  are  trying  to  do  much  more  in 
the  area  of  evaluating  the  actual 
performance  of  the  programs." 

The  GAO's  understaffed  legal 
department  makes  total  surveillance 
of  government  contracts  clearly 
impossible,  so  Staats  has  contrived 
to  have  business  do  some  of  his 
police  work  for  him.  By  offering 
quick  assistance  to  outraged  bid- 
ders, the  GAO  gets  outside  help 
aplenty— 1,000  calls  last  year— in 
monitoring  contracting  practices. 

Staats  has  also  broadened  the 
GAO's  professional  base  to  include 
computer  analysts,  engineers,  econ- 
omists and  consultants,  and  this 
has  enabled  the  GAO  to  raise  the 
number  and  scope  of  the  studies 
it  prepares  for  congressional  com- 
mittees. Last  year  it  produced  460 


of  them:  "Our  work  load  for  Con- 
gress is  up  threefold  since  1966," 
Staats  says.  The  money  the  GAO 
recovers  from  program  waste  and 
misYnanagement  has  also  doubled, 
to  over  $250  million  a  year. 

Not  all  congressional  committee 
•chairmen  welcome  Staats'  help, 
however,  some  considering  it  inter- 
ference. But  unlike  some  govern- 
ment agencies,  the  GAO  has  a  rep- 
utation for  impartiality,  which 
Staats  fiercely  defends.  "We  assist 
in  research,"  he  says,  "we  set  out 
alternatives.  But  even  if  we  are 
asked,  we  will  not  propose  a  pro- 
gram of  our  own.  If  we  did  and 
had  to  audit  it,  we  could  be 
charged  with  having  a  stake  in  re- 
porting favorably.  We  have  enough 
to  do  without  getting  into  that."  ■ 


Staats  of  the  General  Accounting  Office 
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THE  WILLIAMS  COMPANIES 

Today  Williams  is  10  diversified  profit  centers  operating  in  40  states  and  11  countries 
with  assets  of  nearly  S700  million  and  with  working  capital  that  exceeds  S180  million. 

Have  you  looked  at  The  Williams  Companies  recently? 
From  1966  to  1970  we: 

•  Nearly  doubled  our  fully  diluted  net  earnings  per  share— from  SI. 50  to  S2.95. 

•  More  than  doubled  our  shareholders  equity  per  share— from  S9.55  to  S21.06. 

•  Averaged  18'Xo  annual  return  on  equity. 

•  Strengthened  our  management  team  with  emphasis  on  ability,  depth  and  youth. 

Want  to  know  more  about  The  new  Williams  Companies?  Drop  us  a  line. 
THE  WILLIAMS  COMPANIES]]} 

National  Bank  of  Tulsa  Building.  Tulsa.  Oklahoma  7A:03^WJW' 


•  Edgcomb  Steel  Company  •  Nutri  Co.  •  Pacific  Merchandising  Group  /  Certified  Appliance  Distributors  Division  /  Statewide  Carpet  Corporation 
Steen  s.  Incorporated  /  Electrical  Distributors  Limited  •  Scientific  Assistance  Corporation  /  Colonial  Insurance  Company  •  Valley  Distributing 

Division  /Yellow  Front  Stores  /  Checker  Auto  Stores  •  Willchemco.  Inc.  •  Williams  Brothers  Overseas  Company  Ltd./  Willbros  lOverseas)  Limited 

•  Williams  Brothers  Pipe  Line  Company  /Will  Bros  Terminal  Company*  LP-Gas  Division  •  Investments 


Faces  Behind  the  Figures 


Strike  Three? 

Just  two  and  a  half  years  ago, 
Robert  E.  Slater,  55,  was  president 
and  chairman  of  Boston's  mighty 
John  Hancock  Mutual  Life  Insur- 
ance Co.  Lasi  year,  he  was  presi- 
dent of  what  was  left  of  Bernie 
Cornfeld's  colorful  Investors  Over- 
seas Services  after  Denver  wheeler- 
dealer  John  King  was  through  with 
it.  This  year,  as  of  Oct.  1,  he  is 
chief  operating  officer  of  Frazer, 
Pa.'s  controversial  National  Liberty 
Corp.,  a  small  ($54  million  in  pre- 
mium volume),  fast-moving  mail- 
order insurance  company. 

The  trouble,  Slater  says,  is  that 
people  just  won't  let  him  do  his 
job.  An  impatient,  outspoken  man 
with  innovative  ideas,  Slater  quit 
Hancock  when  the  board  refused 
to  let  him  take  the  company  ag- 
gressively into  real  estate  invest- 
ment trusts  and  mutual  funds.  IOS 
looked  like  a  real  challenge,  so  Sla- 
ter agreed  to  head  up  operations 
for  Robert  Vesco  of  International 
Controls.  But  his  ambitious  plans 
for  IOS  never  got  off  the  ground, 
mainly  because  the  situation  de- 
teriorated into  a  stockholder  fight. 

"Allan  Cantor,  George  Landau 
and  people  of  that  nature  had 
agreed  they  would  give  me  100% 
support,  but  then  they  started  a 
stockholder  fight  because  they 
were  opposed  to  Vesco."  Then 
came  the  publication  of  an  IOS  ex- 
pose entitled  Do  You  Sincerely 
Want  To  Be  Rich?  "That's  the  one 
that  really  hurt!"  says  Slater,  shak- 
ing his  bead.  "Surrenders  of  life 
policies  and  liquidations  of  mutual 
funds  just  went  right  up  like  that! 
The  public  thought  the  same 
bunch  of  scoundrels  were  still  in. 
But  the  book  is  quite  factual,"  he 
goes  on.  "In  fact,  there's  a  whole 
lot  more  that's  going  to  come  out." 

Now  Bob  Slater  has  big  plans 
iona]  Liberty,  one  of  several 
mail-order  insurance  houses  that 
has  up  over  the  past  dec- 

> itising  budget  of 
Hon  (more,  says  Slater, 
ed  ad  budgets  of 
M'  Prudential, 

I"1"'  I  !  >    and  Mutual  of  New 

York)  ice,   National 

says  ii  ,]us. 

try  in  ne\  individual  premium  in- 
come and  claims  its  acquisition 
costs  are  lust  a  third  oi  the  norm. 

I'h. inks  to  the  new  libera]  insur- 
ance  accounting   standards   which 


now  permit  acquisition  costs  to  be 
amortized  over  the  expected  life  of 
the  policy,  earnings  have  tripled 
since  1968  to  $12.1  million  on  rev- 
enues of  $57  million. 

Trading  on  his  IOS  experience, 
Slater  is  currently  planning  a  big 
push  overseas.  "About  85%  of  the 
life  insurance  in  force  in  the  world 
is  in  the  U.S.  and  Canada,  satu- 
rated markets,"  he  says.  "We  in- 
tend to  move  quite  rapidly  into 
Africa  and  South  America.  We're 
already  working  in  Canada  and  Eu- 


rope. And  certainly,  if  we  are  to 
sustain  this  rapid  rate  of  growth, 
xve've  got  to  devise  other  means  of 
bringing  in  capital." 

Will  Bob  Slater  finally  get  his 
chance  to  implement  his  innovative 
ideas  at  National  Liberty?  After  all, 
Bible-quoting  evangelist  Arthur  S. 
"DeMoss  is  still  National's  chief  ex- 
ecutive and  75%  owner,  while  Sla- 
ter is  only  chief  operating  officer. 
"I  don't  really  understand  the  dif- 
ference," says  Slater.  "I'm  running 
the  company."  ■ 


Staler  of  National  Liberty 
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The  Last  Laugh 

Imagine  Art  Buchwald  getting  up 
at  a  meeting  of  the  Investment 
Company  Institute  and  attacking 
the  Securities  &  Exchange  Com- 
mission for  its  laxity,  and  you've 
an  idea  of  how  Andre  Kostolany, 
64,  was  received  when  at  a  1969 
mutual  fund  conference  in  Munich 
he  denounced  the  "terrible  scandal 
of  IOS  and  the  swindles  of  the  off- 
shore funds  on  the  German  pub- 
lic.'' Everyone  just  smiled. 

Kostolany,  a  Hungarian-born 
U.S.  citizen,  known  on  the  Euro- 
pean bourses  from  Paris  to  Milan, 
is  better  known  to  the  German 
public  as  a  humorist  for  his  regular 
column  in  the  German  business 
magazine  Capital. 

What  alerted  Kostolany  to  IOS? 
"They  offered  me  a  job  as  a  port- 


folio manager,"  said  Kostolany.  "Af- 
ter two  hours  of  conversation,  I 
could  see  they  didn't  know  what 
portfolio  management  was,  they 
were  out  of  their  minds.  So  I  de- 
cided to  campaign  against  them." 

Today,  German  banks,  investors 
and  television  interviewers  toast 
Kostolany  as  a  voice  that  cried  out 
in  the  wilderness.  But  Kostolany 
isn't  boasting,  though  he  eventually 
went  back  to  the  mutual  fund  con- 
ference and  said:  "I  told  you  so." 

A  36-year-old  German  money 
manager,  Gottfried  (Jeff)  Heller, 
who  had  spent  six  years  in  the  U.S. 
learning  U.S.  investment  tech- 
niques, heard  Kostolany's  outburst 
against  IOS'  abuses  and  asked  him 
if  he  would  join  an  honest  firm  as  a 
consultant.  The  firm  got  under  way 
two  months  ago,  blending  Kosto- 
lany's name  and  reputation— as  hu- 


Humorisl  Kostolany 


morist   and   investor— with   Heller's 
technical  knowhow. 

Maybe  IOS  wasn't  so  dumb.   ■ 


Looking  for  an  Encore 

For  a  writer,  the  only  thing 
harder  than  writing  a  good  first 
novel  is  writing  a  second.  Success- 
ful entrepreneurs  have  an  even 
harder  problem:  To  repeat,  they 
must  suddenly  learn  to  delegate 
the  same  key  decisions  they  once 
made  so  expertly  themselves. 

Back  in  the  mid-Fifties  Harold 
Toppel,  chairman  of  Pueblo  Inter- 
national, found  a  way  to  innovate 
in  the  supermarket  business.  Top- 
pel  took  $70,000  and  set  up  the 
first  U.S. -owned  supermarket  in 
Puerto  Rico.  Today  Pueblo  Inter- 
national runs  27  stores  in  Puerto 
Rico  and  the  Virgin  Islands,  and 
Toppel  owns  Pueblo  stock  worth 
something   like   $17  million. 

He  could  beat  the  big  chains  for 
a  good  reason.  In  those  days  Opera- 
tion Bootstrap  was  just  getting 
•started  and  Puerto  Rico  was  still  a 
largely  rural  economy.  Any  MBA 
would  have  pointed  out  that  rela- 
tively few  families  owned  refrig- 
erators and  cars,  both  essential  to  a 
successful  supermarket  operation. 

But  Toppel,  who  had  grown  up 
in  his  parents'  mom-and-pop  gro- 
cery store  in  New  Jersey  and  learned 
about  supermarketing  from  Food 
Fair  and  Penn  Fruit,  didn't  bother 
with  slide  rules.  On  Dec.  26,  1955 
he  flew  down  for  a  look.  His  con- 
clusion: If  Americans  liked  super- 
markets, so  would  Puerto  Ricans. 

His  instinct  could  not  have  been 
surer.   In   the   next   ten   years   the 


Puerto  Rican  economy  grew  82%, 
vs.  41%  for  the  U.S.  economy.  As 
the  country  became  increasingly  in- 
dustrialized, its  population  moved 
in  ever  larger  numbers  into  towns 
large  enough  to  support  supermar- 
kets instead  of  "colmados"— Puerto 
Rico's  mom-and-pop  stores. 

Fortunately  for  Toppel,  who  im- 
ported 80%  of  his  food  from  the 
U.S.,  Puerto  Ricans  buy  largely 
what  a  shopper  in  Los  Angeles  or 
Boston  buys— frozen  foods,  fresh 
fruit,  milk,  poultry,  cereal.  Ex- 
cept for  a  few  local  favorites  such 


Toppel  of  Pueblo 
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as  frozen  goat's  meat  (imported 
from  Australia),  the  big  difference 
is  a  greater  taste  for  sweets. 

By  the  mid-Sixties,  with  Pueblo 
growing  at  better  than  20%  a  year 
and  earning  a  sparkling  34%  on 
equity,  Toppel  started  looking  for 
more  worlds.  What  eventually 
caught  his  eye  was  Korvette's  Long 
Island-based  Hills  division,  which 
had  been  neglected  for  years  by  a 
Korvette  management  preoccupied 
with  its  ailing  department  stores 
(Forbes,  Aug.  15).  In  1968  Top- 
pel  bought  61  Hills  stores  ($225- 
million-sales)  for  $18  million, 
more  than  doubling  Pueblo's  size. 

But  Long  Island  proved  a  much 
tougher  market  than  Puerto  Rico. 
At  first  Toppel,  who  had  moved 
back  to  the  U.S.,  thought  the  Hills 
operation  was  straightening  itself 
out.  But  "as  the  year  [1969]  went 
on,  I  became  more  and  more  con- 
cerned." Finally,  in  1971  Toppel 
turned  over  Hills'  management  to 
his  older  brother.  The  result  is  that 
this  year  Hills'  earnings  have  fi- 
nally started  to  improve. 

The  question  is  whether  Toppel 
is  still  at  heart  the  30-year-old  en- 
trepreneur who  would  rather  spend 
his  time  curing  Hills'  problems.  Or 
whether,  in  his  mid-40s,  he  has 
made  the  adjustment  to  his  new 
role  as  a  corporate  manager  who 
must  preside  over  a  $400-million- 
sales  enterprise  that  now  includes 
bakeries  in  Puerto  Rico  and  Vene- 
zuela and  a  radio  station  in  Puerto 
Rico,  besides  his  supermarkets.   ■ 
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Faces  Behind  the  Figures 


The  Truck-Sized  Hole 

In  deciding  to  enter  the  big  U.S. 
truck  market  last  year,  Germany's 
Daimler-Benz  might  seem  to  be 
departing  from  the  long-range 
strategy  that  has  made  its  Mer- 
cedes-Benz one  of  the  U.S.'  most 
prestigious  passenger  cars.  "The 
U.S.,"  says  Karlfried  Nordmann, 
56,  head  of  D-B's  North  American 
subsidiary,  "is  the  No.  One  truck 
market  in  the  world,  and  we  are 
looking  for  holes  in  it.  We  have  to 
find  just  the  right  market." 

That,  of  course,  is  the  corporate 
strategy  that  has  enabled  D-B  to 
establish  itself  solidly  in  the  giant 
U.S.  auto  market.  A  decade  ago, 
D-B  executives  might  aim  at  "a  few 
thousand  discriminating  American 
customers."  But  M-B's  strength  is  a 
small  luxury  car  that  no  American 
carmaker  really  competes  with. 
And  in  this  widening  rift  in  the 
U.S.  market,  D-B's  customers  have 
been  growing  by  leaps  and  bounds. 
About  half  are  repeat  customers; 
the  rest  have  traded  up  from  less 
expensive  American  and  foreign 
cars.    Through    September    M-B's 


Nordmann  of  Mercedes-Benz 

sales  were  up  30%  to  29,108  units. 
True,  this  is  only  a  ripple  in  the 
7.8-million  U.S.  car  market,  but  it 
is  enough  to  provide  25%  of  D-B's 
export  auto  business  and  over  10% 
of  its  total  280,000-car  output. 

The  truck  market  might  seem  a 
far  tougher  nut  to  crack.  Both  Vol- 


vo and  British  Leyland  have  al- 
ready broken  their  teeth  on  it. 
But,  as  Nordmann  explains,  Mer- 
cedes-Benz has  fixed  its  sights  on 
the  market  for  short-haul  diesel 
trucks  of  more  than  10,000  pounds. 
Short  haul,  he  says,  because  M-B's 
19-state,  38-dealer  network  is  lim- 
ited, and  in  a  market  where  break- 
downs mean  money  lost,  it  is  es- 
sential that  M-B  be  able  to  service 
what  it  sells.  Diesel,  because  few 
U.S.  producers  make  diesel  trucks 
in  this  range,  and  diesels  can  offer 
2  cents  a  mile  in  operating  savings 
over  most  conventional  trucks. 
With  this  year's  sales  target  at  500 
units,  Nordmann  is  out  for 
an  eventual  1%  of  the  300,000-unit 
U.S.  truck  market,  in  this 
size  range. 

And  why  should  profitable 
Daimler-Benz  (it  expects  a  15% 
sales  gain  this  year  to  $3  billion) 
feel  compelled  to  enter  the  U.S. 
truck  market,  when  its  objective  is 
such  a  small  market  share? 

"European  producers  who  are 
not  engaged  in  the  American  mar- 
ket," retorts  Nordmann,  "have  lost 
the  future."  ■ 


The  Risks  in  Safefy 

Uneasy  sleeps  the  man  whose 
business  depends  on  the  Govern- 
ment; and  that  includes  not  only 
defense  contractors  but  manufac- 
turers whose  products  specifications 
the  Government  defines— like  auto- 
mobile seat-belt  makers. 

In  1969  the  Department  of 
Transportation  seemingly  wrote  the 
death  warrant  for  that  $160-mil- 
lion  industry  by  proposing  that  by 
1972  all  new  cars  have  inflatable 
air  bags  to  cushion  passengers  from 
injury  the  split  second  their  cars 
crash.  Predictably,  Allied  Chem- 
ical  and  other  large  seat-belt  mak- 
ers began  pouring  money  into  R&D 
on  air  bags,  while  executives  at 
smal  belt   outfits   threw  up 

their  hands  and  began  reading  the 

want  ads. 

Bui  I.W  (Will)  Waterhouse, 
president  Vmerican      Safety 

Equi)  ni  l  in,,,  ol  Encino,  Calif., 
decided    to  m    improving 

his   seat  :;r      ),,..    "J 

guess  I  havi  re  ,uuts  than  com- 
mon sense." 

W  aterhousi          red  the  air  bags 
couldn't  be  m       produced  as 
as    the    Government    hoped d 


meantime  he  might  come  up  with 
a  cheaper  alternative— a  seat  belt 
that  would  automatically  enwrap 
the  driver  before  the  car  could 
be  started. 

In  September,  when  DOT  an- 
nounced its  fourth  air-bag  delay 
since  1969,  Waterhouse's  gamble 
seemed  to  pay  off.  Now  DOT  says 
that  starting  in  1976  (not  1972) 
all  new  cars  must  have  air  bags 
or  an  acceptable  alternative— such 
as  American  Safety's  automatic 
belt  now  being  studied  by  Ameri- 


can Motors  and  Chrysler.  And 
starting  in  1974  DOT  wants  all 
cars  to  have  ignition-connected 
belts  and  locking  harnesses,  on 
which  American  Safety  feels  it  has 
a  strong  patent  position. 

Waterhouse  says  his  newest  seat- 
belt  innovation  alone  should  in- 
crease earnings  some  10%  next  year 
over  this  year's  projected  record  of 
$1.7  million  on  $40-million  sales. 
But  he's  not  celebrating.  "Could  a 
government  ruling  obsolete  our  new 
belts?"  he  asks.  "Sure  it  could."  ■ 


Waterhouse  of  American  Safety  Equipment 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Offering  Circular. 

NEW  ISSUE  October  15,  1971 


$100,000,000 

Manufacturers  Hanover  Trust  Company 

6V2%  Capital  Notes  Due  April  1,  1979 

Interest  payable  April  1  and  October  1 


Price  100% 

(Plus  accrued  interest  from  October  l.  1971 ) 


Copies  of  the  Offering  Circular  ma)  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated 


Blyth  8C  Co.,  Inc. 
Lazard  Freres  8C  Co. 


Drexel  Firestone 

Incorporated 

Keefe,  Bruyette  8C  Woods,  Inc 


The  First  Boston  Corporation 
Eastman  Dillon,  Union  Securities  8C  Co. 

Incorporated 

duPont  Glore  Forgan 


Incorporated 


Salomon  Brothers 

Goldman,  Sachs  8C  Co. 

Loeb,  Rhoades  8C  Co. 

Halsey,  Stuart  8C  Co.  Inc. 

M.  A.  Schapiro  8C  Co.,  Inc. 


Stone  8C  Webster  Securities  Corporation 


Wertheim  8C  Co. 


Dean  Witter  8C  Co. 

Incorporated 

Bache  8C  Co.  Bear,  Stearns  8C  Co.  E.  F.  Hutton  8C  Company  Inc. 


Incorporated 


Reynolds  Securities  Inc. 
American  UBS  Corporation 


A.  G.  Becker  8C  Co. 

Incorporated 

Burnham  and  Company  CBWL-Hayden,  Stone  Inc. 

The  Daiwa  Securities  Co.  America,  Inc. 

EuroPartners  Securities  Corporation  Robert  Fleming 

Incorporated 

Hill  Samuel  Securities  W.  E.  Hutton  8C  Co. 

Corporation 

F.  S.  Moseley  8C  Co.  New  York  Hanseatic  Corporation 

Nomura  Securities  International,  Inc. 


Shearson,  Hammill  8C  Co. 

Incorporated 

Alex.  Brown  8C  Sons 


Clark,  Dodge  8C  Co. 

Incorporated 

Dominick  8C  Dominick, 

Incorporated 

Hallgarten  &  Co. 

Ladenburg,  Thalmann  8C  Co. 

The  Nikko  Securities  Co. 

International,  Inc. 

Paribas  Corporation 


L.  F.  Rothschild  8C  Co. 


John  Nuveen  8C  Co. 

Incorporated 

Wm.  E.  Pollock  8C  Co.,  Inc.  R.  W.  Pressprich  &  Co. 

Incorporated 

Shields  8C  Company  F.  S.  Smithers  8C  Co.,  Inc.  Swiss  American  Corporation 

Incorporated 

Spencer  Trask&  Co.      Tucker,  Anthony  8C  R.  L.  Day      G.H.Walker  &  Co.      Walston  &,  Co.,  Inc. 

Incorporated  Incorporated 

Weeden  8C  Co.  Wood,  Struthers  8C  Winthrop  Inc.  Yamaichi  Securities  Company 

Incorporated  of  New  York,  Inc. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$50,000,000 

Coastal  States  Gas  Producing  Company 


First  Mortgage  7%%  Bonds,  Series  E,  Due  1991 


Price  100% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co.        The  First  Boston  Corporation        Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Blyth  &  Co.,  Inc. 


Drexel  Firestone 

Incorporated 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc.       Hornblower  &  Weeks-Hemphill,  Noyes 


Lazard  Freres  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Stone  &  Webster  Securities  Corporation 


Lehman  Brothers 

Incorporated 


Salomon  Brothers 
Wertheim  &  Co. 


Dean  Witter  &  Co. 

Incorporated 

October  18, 1971 


Equitable  Securities,  Morton  &  Co. 

Incorporated 


duPont  Glore  Forgan 

Incorporated 

Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 
Reynolds  Securities  Inc. 


The  Funds 


Come,  All  Ye  Faithful 

The  Scopes  "monkey  trial"  of  1925 
gave  Tennessee  the  reputation, 
perhaps  undeserved,  ot  being  re- 
sistant to  modem  ideas.  But  how 
the  idea  gained  currency  is  at  least 
suggested  by  the  standpat  stance 
of  an  \S5-million  specialty  fund 
headquartered  in  Nashville. 

The  fund  is  Life  Insurance  In- 
vestors, an  outfit  that  w  ill  invest  its 
assets  only  in  the  common  or  pre- 
ferred stocks  of  life  insurance  com- 
panies. At  a  time  when  such  for- 
mer insurance  hinds  as  IS  I  and 
Capital  Shares  have  been  making 
the  painful,  costly  transition  to  a 
broader-based  investment  philoso- 
phy, Life  Insurance  Investors  has 
been  stoutly  sticking  by  money 
management  guns  that  most  ob- 
servers feel  arc  more  capable  of 
misfiring  than  hitting  respectable 
investment  targets, 

The  trouble  with  most  specialty 
funds  is  that  the  investor  locks 
himself  into  an  industry  that  is  ca- 
pable of  going  down  .is  well  as  up. 
It  the  industry  is  riding  high,  great. 
But  what  happens  it  it  falls?  The 
sp<  C  laltv  fund  must  ride  with  it. 
To  more  and  more  money  manag- 
ers, it  makes  little  sense  to  lose  the 
priceless  asset  of  fle\il)ilit\  for  tin- 
sake  of  specializing.  For  not  onlj 
are  you  restricted  to  a  single  in- 
dustry ,  but  you  ma)  find  that  in  a 
crunch  you  have  lost  much  of  your 
portfolio  liquidity  as  well.  After  all. 
if   an   industry    is  in   a  nose  dive, 

who  wants  to   buy    lame   blocks  of 

its  stock? 

But  does  this  reasoning  trouble 
Life  Insurance  Investors?  Not  at 
all.  Says  M    Edgar  Derryberry  III, 

president  of  the  fund's  distributor, 
"We  offer  a  mutual  fund  that  in- 
vests in  life  insurance  stocks.  If 
tluv  want  that,  thev  can  buy  it.  If 
they  don't  want  to,  thev  don't  have 
to.  That's  our  position.  We  have 
faith  in  the  life  insurance  industry.'' 
If  you  don't  believe  him,  just 
take  a  quick  glance  at  the  fund's 
most  recent  annual  report.  The 
letter  from  management  to  the 
fund's  shareholders  reads  more  like 
a  revivalist's  call  to  the  faithful 
than  a  sober  accounting  to  inves- 
tors. The  fund  managers  admit 
that  life  stocks  have  been  "in  the 
market  doldrums  for  the  past  six 
years,"  and  that  "understandably, 
many   investors   have   been   disap- 


pointed with  life  insurance  stocks 
during  this  long  period  of  market 
adversity."  However,  "your  Man- 
aging Directors  believe  that  the  pa- 
tient investor  will  be  rewarded  in 
the  future.  .  .  ." 

Then  comes  the  peroration  in 
bold  capital  letters:  "FAITH'  IN 
THE  FUTURE  OF  THIS  COUN- 
TRY—IN LIFE  INSURANCE 
—  FAITH  IN  LONG-TERM, 
CONSERVATIVE  INVESTING 
—SHOULD  BRING  A  FAVOR- 
ABLE RETURN.''  Keep  clapping, 
brother,  because  here  it  comes 
again    in   the   next   paragraph:    "It 

required  a  good  deal  of  courage 
to  adhere  to  a  definite,  long-term 
investment  policy.  But  'faith'— faith 
in  this  dynamic  country,  its  insti- 
tutions and  Government— and  in 
particular,  'faith'  in  the  growth  and 

tundameiit.il  values  of  lite  insur- 
ance, has  continued  to  guide  the 
investment  policv  of  your  Manag- 
ing Directors  since  the  beginning." 
And     then     a     slap    at     those    who 


ditched  the  good  cause:  "While 
others  were  selling  good  life  stocks 
at  heavily  discounted  prices,  [we] 
adhered  to  the  original  investment 
policv  of  investing  in  and  holding 
good  life  stocks." 

Hallelujah!  And  what  has  been 
the  record  of  this  fund  for  the 
faithful?  According  to  the  Forbes 
Annual  Mutual  Fund  Survey,  Life 
Insurance  Investors  has  one  of  the 
lowest  performance  ratings  in  both 
up  and  down  markets.  This  year, 
the  fund  is  doing  relatively  well: 
Net  asset  value  per  share  has  ap- 
preciated more  than  25%  and,  says 
fund  President  J.C.  Bradford, 
"There  are  a  good  many  bargains 
in  life  stocks."  But,  says  one  mu- 
tual fund  manager  in  talking  about 
specialty  funds  in  general,  "For 
the  average  investor,  the  specialty 
Funds  can  be  like  crawling  in  the 
desert:  Sometimes  you  come  across 
lush  watering  places.  But  most  of 
the  time  you're  thirsty." 

Amen. 


They  Still  Have  Problems 


\s  i  in  i  mm  mi  \<  i  ot  Life  Insur- 
ance Investors  makes  clear,  there 
are  pitfalls  facing  the  fund  that 
specializes  in  .1  single  industry:  in- 
Sexibility  and  portfolio  illiquidity. 
among  them  So  prudence  would 
seem  tn  dictate  that  such  a  fund 
switch  from  specialization  to  diver- 
sification. But  change  in  itself  is 
obv  iouslv     no    guarantee    ol     better 

performance,  lust  look  at  the  ISI 
Trust  Fund. 

Less  than  lour  years  ago,  ISI 
(then  known  as  the  Insurance  Se- 
curities Trust  Fund)  was  a  billion- 
dollar  fund  that  specialized  in  the 
insurance  industry  just  as  Life  In- 
surance Investors  did.  It  had,  for 
the  first  part  ot  the  decade,  en- 
joyed phc1101nen.il  growth,  in  part 
because  of  aggressive  selling  by  its 
captive  sales  force,  but  more  im- 
portant, because  insurance  stocks 
were  enjoying  a  vogue  that  sent 
prices  to  levels  most  insurance  men 
today  concede  were  way  out  of 
line.  In  1964,  however,  the  insur- 
ance bubble  burst,  and  the  spe- 
cialty funds,  ISI  included,  were 
trapped  with  stock  no  one  wanted. 

ISI,  being  the  biggest,  was  the 
hardest  hit.  Between  1965  and 
1967,  the  fund  lost  over  S400  mil- 
lion  in  assets.   Its   net  asset  value 


pei  share  dropped  more  than  30il 
and    in    those    wonderland    days   ol 
go-go    growth,    that    was    the    ulti- 
mate catastrophe  for  a  mutual  fund. 

By  1967  the-  fund's  management 
realized  the  mistake  they  had 
made  in  staving  so  specialized,  but 
thai  was  only  the  half  of  it.  Be- 
cause ISI  was  one  of  the  biggest 
buyers  ol  insurance  securities,  it 
continually  found  itself  bidding  up 
prices  to  unrealistic  proportions  and 
getting  stuck  with  the  results. 

|usl  as  harmful,  potentially,  was 
the  way  ISI  was  sold  to  investors. 
Unlike  other  funds,  an  investor  did 
not  buy  shares  in  ISI.  Rather,  he 
signed  himself  up  for  what  was 
called  a  Ten- Year  Participation 
Agreement.  This  meant  that  at  the 
end  of  ten  years  the  investor  was 
paid  off  willy-nilly,  after  which  an 
ISI  salesman  would  then  come 
around  to  see  if  the  former  partici- 
pant wanted  to  sign  up  again.  The 
fund  assumed  that  since  its  value 
was  going  up,  the  investor  would 
certainly  want  to  buy  back  in— at 
a  stiff  8.85%  sales  charge.  But 
when  ISI's  value  was  going  down, 
the  fund  was  taking  the  initiative 
in  bringing  on  redemptions. 

As  early  as  1965,  ISI  had 
amended  its  charter  to  permit  it  to 
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homas  Keller 
invests  for 
capital  gain. 


Why  should  he  care  that 
his  broker  is  a  major  factor  in 
fixed-income  securities? 


A  combination  ol  events  ovei  the  past  few 

s  made  Mr.  Keller  (a  name  we've  given  the 
increasingly  typical  investor)  dissatisfied  with 
his  portfolio's  performance  He  de<  ided  to  take 
fresh  action  He  reviewed  his  personal  situation 
-current  income,  future  needs  estate  obje<  - 
ti\es  and  taxes  Only  then  did  lie  dec  ide  to  pur- 
sue an  investment  program  emphasizing  <  apital 
gain  But  Mi  Keller  also  realized  that  the  mar- 
as  its  ups  L\nd  downs  Therefore,  he  wanted 
an  investment  firm  that  would  provide  sophisti- 
cated research,  comprehensive  assistance,  and 
a  broad  spectrum  of  high  quality  investment 
media.  He  assumed  there  would  be  occasions 
to  use  convertible  bonds  and  preferreds,  per- 
haps even  short-term  municipals  He  wanted  an 
investment  firm  for  all  seasons 

Kidder,   Peabody   meets   this   critical   criteria 
as  a  direct  result  of  our  unusual  firm  policies: 

1)  Each  of  our  registered  representatives  serves 
a  surprisingly  small  number  of  customers  by 
comparison  with  the  brokerage  industry 
average.  This  is  our  policy.  We  want  our  man 


to  be  an  individualist  with  the  time  to  help 
investors  seek  the  achievement  of  their  indi- 
vidual investment  goals. 

2)  Our  typical  representative1  isn't  typical  He 
serves  both  individual  and  institutional  cus- 
tomers This  is  the  quality  of  salesmen  we 
attract  Men  who  can  serve  the  r>00-share 
investor  with    If), 000  shaie  skills. 

'{)  During  the  past  decade  Kidder,  Peabody 
managed  a  greatei  total  number  of  c  orporate 
financings  than  any  other  firm  This  means 
that  our  customers  can  depend  on  us  for 
knowledgeable  evaluations  of  new  financings 
(  oming  to  market. 

4)  Many  of  our  analysts  are  recogni/cd  as  Wall 
Street's  top  research  authorities  in  their  fields. 

Next  time  you're  pondering  the  problems  of 
your  portfolio,  contact  the  nearest  office  of 
Kidder,  Peabody  and  get  some  fresh  input.  Or 
start  now  by  writing  for  our  newest  research 
study,  "The  Leisure  Time  Industry."  It  reflects 
the  insight  and  quality  of  our  efforts. 


Kidder,  Peabody 

IlU    LOi    INCORPORATED 
Uuniii  186S 
^MMrmhn  NrwYork  and  Ammim  Sleek  EiJ„i.i?rs 

20  EXCHANGE  PLACE  •   NEW  YORK,  N.Y.  10005 

Boston  •    Philadelphia  •   Chicago  •   San  Francisco  •   Los  Angeles 

Atlanta  •  Dallas  and  23  other  cities  across  the  country 


Why  don't  we  call  our  gas  company  the 
Northern  Natural  Gas  and  Butane  and 
Ethane  and  Propane  and  Ethylene  Glycol 
and  Hydrocarbons  and  Energy  Systems 
and  Plastic  Coloration  and  Anti  -  Freeze 
and  Fabric  Softener,  Detergent  and  Ger- 
micide Ingredient  Company? 


Because  it  wouldn't  fit  on  the  big  board. 


Northern 
Natural  Gas 
Company 

Horn*  Office:  Otnihl.  NebiiiM 


The  gas  company  that's  something  else. 


The  Funds 


reduce  the  insurance  investment  re- 
quirement to  80"?  of  the  fund's  as- 
sets. But  what  did  ISI  proceed  to 
■diversify"  into?  Banks.  But  they 
didn't  do  well  either. 

So  drastic  action  had  to  be  tak- 
en. The)  were  in  an  awful  fix," 
recalls  Oppenheimer's  Donald 
Kramer,  one  <>t  the  foremost  insur- 
ance security  analysts  then  with 
First  Manhattan  Co.  Cash  flow 
had  about  dried  up.  Much  of  the 
portfolio  was  illiquid.  Redemptions 
were  developing."  ISI.  now  under 
new  management,  decided  it  would 
modify  its  charter  further,  unload 
the  bulk  of  its  insurance  holding 
and  become  a  truly  diversified 
fund.  The  question,  of  course,  was 
how  to  do  it  without  sinking. 

So  ISI  brought  on  Robert  Brown, 
research  director  from  the  Denver- 
based  Financial  Programs,  as  sen- 
ior vice  president  or   investments. 

Incredibly,  Brown  was  able  to  un- 
load most  ot  ISI\  insurance  stock 
within  12  months,  parti)  through 
swaps  and  partly  1>>  convincing 
empire-builders  like  lien  Heineman 

of  the  virtue  of  controlling  an  in- 
surance company.  At  the  beginning 
of  1968  over  901  of  the  fund's  as- 
sets were  in   insurance;   l>\    year's 

end.  less  than  a  third.  ISI,  in  fact, 
had    raked    in    a    SlOO-nullion    gain 
on  investment  sales,  and  its  net  as- 
set  value    per    share    was    up    i 
Seemingly,  the  decks  weir  cleared 

and  smooth  sailing  was  ahead. 
Only   the   next   two   years   were 

worse  even  than  1965-67,  \w.iv 
went  a  half-billion  dollars  in  assets, 
and  ISI's  net  asset  value  per  share 
skidded  from  $4.57  to  *3J  1  Wli.it 
went  wrong? 

A  bear  market  tor  one  thing.  In 
the  wake  of  the  1970  stock  market 
crash,  ISI  lost  nearly  a  quarter- 
_  billion  dollars  in  net  redemptions  in 
two  years  But  ISI  can't  blame  ev- 
en thing  on  a  bad  stock  market. 

In  an  effort  to  avoid  the  inflexibil- 
ity of  the  mid-Sixties,  ISI  decid- 
ed to  stock  up  on  cash  and  Trea- 
sury bills,  partly  to  pay  off  redemp- 
tions, but  mainly  to  permit  "con- 
stant appraisal  ot  changing  condi- 
tions and  opportunities.  '  When  the 
market  began  its  robust  recovery  in 
mid- 1970.  however,  ISI  stayed  on 
the  sidelines.  As  a  result,  its  net 
asset  value  per  share  dropped  9% 
in  1970.  And  this  year  it  has  risen 
only  8.7%,  a  meager  upswing  when 
compared  with  the  results  of  a 
number   of   other   big   funds    with 


Earl  Nightingale 
would  Tike  to  talk 
to  vou  about 


an  unusual 

usiness 
opportunity 


b 


Its  all  on  a  record 
we  II  send  you  free! 


With  it  you'll  get  the  full  story  of  the 

business  opportunity  that's  been  building 

for  more  than  a  decade. 

Karl  Nightingale,  "the  dean  of  personal 

motivation",  is  the  world's  most  listcned-to  radio 

man,  His  words  of  inspiration  are  heard  daily 

on  more  than  800  radio  stations  throughout  the 

free  world.  Now,  he  talks  directly  to  you  with 

this  personal  recording. 

Hear  Earl  Nightingale  tell  you  how  you  can  reach 

broader,  more  rewarding  goals  in  a  new, 

high-income  career. 

Hear  Earl  Nightingale  tell  you  how  you  can  bring 

to  individuals  and  to  industry  the  personal 

development  and  management  motivation 

programs  already  success-proven  by  more  than 

300  of  Fortune's  top  500  corporations  and 

thousands  of  other  large  and  small  businesses. 

Hear  Earl 'Nightingale  tell  you  how  the  Nightingale 

Distributor  <  >pportunity  can  take  you  quickly 
to  your  goals  with  only  a  small  inventory  and 
training  investment  on  your  part,  and  complete 
help  in  all  directions  on  ours. 


It's  all  on  the  record 
— yours  FREE  with  this 

coupon.  Do  mail  it  today. 


eon  nightingale 

HI 

cammunitotions 


NIGH  riNGALE-CONANT  CORPOR  VTMiN 

6f>77  N.  Lincoln  Ave  -llrpl.  85111 
Chicago,  III.  60846 

«-nd  your  FREE  record  and  all  the  fact! 
about  the  NiKhtinnale  Distributor  Opportunity.  I 
am  under  no  obligation. 

Name  , — , 


State/Zip 


Tenneco  Inc. 


HOUSTON,  TEXAS 


JENNECO 


1971 

is  our  25th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  33<  per  share  on  the 
Common  Stock  will  be  paid  December  14, 
1971,  to  stockholders  of  record  on  November 
19,  1971 ,  More  than  246,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 


Manufacturing    • 
Oil  •  Chemicals 


Natural  Gas  Pipelines 
Packaging  •  Land  Use 
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If  you've  lost  money 

in  the  stock  market, 

read  this: 

Is  your  portfolio  worth  less  now  than  when  you  bought  it? 

Then  perhaps  you  ought  to  abandon  the  "do-it-yourself" 

approach  in  favor  of  full-time  professional  investment  management— 

the  kind  offered  by  Wallace  Forbes  &  Partners. 

Mr.  Forbes,  formerly  a  Vice-President  and  Director  of  Forbes 

magazine  and  President  of  the  Forbes  Investors  Advisory  Institute,  has 

developed  what  we  believe  to  be  a  superior  investment  management 

program  for  individual  portfolios  of  $  1 0,000  to  $  1 50,000. 

Mail  the  coupon  for  a  complimentary  copy  of  our  1 0-page  brochure. 

i 1 

Gentlemen:  Please  send  me  your  brochure. 
Name 


Address- 
City 

State 


.Zip_ 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U-14,  2  West  45  St.,  New  York,  N.Y.  10036 


All  of  these  shares  having  been  sold, 
this  announcement  appears  as  a  matter  of  record  only. 

NEW  ISSUq  October  20, 1971 


100,000  Shares 

Velvet- 

O'Donnell 

Corporation 

Common  Stock 
Price  $15  per  Share 


Copies  o/  the  Prospectus  may  be  obtained  in 

•ny  State  from  the  undersigned  or  other  dealers  or  brokers 

as  may  lawfully  offer  these  securities  in  such  State. 


Austin,  James  &  Co. 

incorporated 
11  Broadway.  New  York,  N.Y.  10004  •  Telephone  (212)  483-8550 
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similar  objectives. 

It  is  true  that  ISI  has  dropped 
such  questionable  practices  as  the 
huge  sales  charges  which  once 
brought  it  into  dispute  with  the 
Securities  &  Exchange  Commission. 
It  has  been  phasing  out  those  ten- 
year  agreements  and  now  issues 
regular  fund  shares  like  everyone 
else.  And  it  did  save  itself  from  di- 
saster in  1968.  But,  perhaps  as  a 
legacy  of  its  troubled  period,  ISI 
is  still  undergoing  a  severe  redemp- 
tion problem  among  funds. 

So,  at  this  point,  ISI  would  seem 
to  have  done  all  the  right  things 
except  one,  and  that  is  the  only 
thing  that  matters:  It  has  been  con- 
spicuously unable  to  employ  effi- 
ciently the  $556  million  in  assets 
still  at  its  disposal. 

Zag  When  He  lags? 

The  conventional  wisdom  of  Wall 
Street  sophisticates  and  institu- 
tional money  managers  is  that  the 
individual  is  a  poor  performer  in 
the  stock  market.  He  invests  near 
the  top  of  the  market,  sells  near 
the  bottom,  so  the  smart  money 
watches  what  he's  doing  and  zigs 
when  he  zags.  This  smug  strata- 
gem sometimes  surfaces  as  the 
odd-lot  theory,  and  it  has  been 
around  for  so  long  that  many  port- 
folio managers  accept  it  as  gospel. 

Now,  a  study  by  Dr.  Henry  Kauf- 
man of  Salomon  Brothers  suggests 
that  the  individual  investor  may  be 
smarter  than  he's  given  credit  for. 
Says  Kaufman:  "A  flow  of  funds 
analysis  of  stockholdings  of  insti- 
tutions and  individuals  raises  a 
doubt  whether  institutions  have 
achieved  a  better  market  perfor- 
mance." In  the  first  half  of  the 
Sixties,  individual  investors  made 
gains  of  12.5%  annually,  vs.  12.4% 
for  the  funds;  in  the  last  half 
they  gained  4.4%  vs.  the  mutual 
funds'  2.4%. 

The  figures  are  far  from  conclu- 
sive. Kaufman  includes  in  his  in- 
dividual investor  category  very 
large  family  holdings,  estates,  per- 
sonal trusts  and  eleemosynary  in- 
stitutions, and  he  concedes  the  sale 
of  closely  held  stock  by  individuals 
distorted  the  results.  Even  so,  the 
report  helps  explain  the  present 
reluctance  of  individuals  to  invest 
in  mutual  funds:  They  might  do 
better  themselves.   ■ 


FORBES,    NOVEMBER    1,    1971 


At  the  three-quarter  mark,  TV  Guide's  ad  revenue 
jumped  18%— a  161  page  gain.  Circulation  averaged  750,000 
higher  than  the  same  period  last  year. 

There's  nothing  quite  like  this  growth  to  underscore 
TV  Guide's  essentiality  to  its  readers— and  the  increasing 
importance  of  those  readers  to  advertisers. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


urce:  Publisher's  Estimates. 


Merrill  Lynch  announces 

a  new  way  to  rate  your 

pension  fund  portfolio  performance. 

(Maybe  it's  a  lot  better  than  you  think.) 


We've  come  up  with  a  new  way  to  mea- 
sure investment  risk.  This  service  is 
called  Performance  Measurement. 

It  can  tell  you  how  volatile  your 
portfolio  is,  compared  with  the  S&P  500. 

For  example,  we  might  find  that 
your  portfolio  has  a  volatility  of  1.50. 
Meaning  that  it  has  tended  to  jump  50 
percent  higher  than  the  S&P  in  bull 
markets.  And  drop  50  percent  lower  in 
bear  markets. 

In  other  words,  Performance  Mea- 
surement tells  you  how  much  you  can 
expect  a  change  in  the  market  to  affect 
the  value  of  your  fund— assuming  your 
manager  does  nothing. 

This  gives  you  a  benchmark.  An 
expected  level  of  performance  you  can 
match  against  your  fund's  actual  per- 
formance. 

The  difference  between  the  ex- 
pected return  and  the  actual  return  rep- 
resents your  manager's  contribution. 

The  mind-changer 

Knowing  your  volatility  rating  can  make 
a  big  difference  in  how  you  rate  your 
manager. 

For  example,  suppose  the  S&P 
drops  20  percent  over  a  year's  time.  If 
your  portfolio  drops  25  percent,  you 
might  think  your  manager  has  done  a 
bad  job  (because  your  portfolio  is  down 
5  percent  more  than  the  market). 

But  if  you  knew  your  volatility  was 
pegged  at  1.50,  you'd  think  differently. 
Because  without  management,  you'd 
have  expected  your  portfolio  to  drop  30 

:ent  (1.50x20% =30%).  So  the  5  per- 
difference  must  have  come  from 
management. 

moral:  price  action  alone  doesn't 
ul'  ich  about  performance. You 


have  to  look  at  the  return  earned  in  re- 
lation to  the  risk  taken. 

Better  targets,  better  control 

Performance  Measurement  would  be  a 
good  thing  even  if  all  it  did  was  help  you 
rate  your  manager.  But  it  does  more. 

It  tells  you  if  your  manager  has  been 
taking  more  or  less  risk  than  you  want 
him  to. 

And  it  gives  you  a  better  way  to  state 
your  objectives.  As  it  is  now,  most  com- 
panies settle  for  a  verbal  statement  of 
the  risks  they're  willing  to  accept. 

But  words  just  aren't  clear  enough. 

We  learned  that  from  a  recent  study 
of  146  mutual  funds.We  found  that  some 
"income"  funds  were  in  fact  a  lot  more 
volatile  than  some  "growth"  funds. 

Performance  Measurement  clears 
up  the  fuzziness  by  letting  you  express 
your  objectives  with  the  help  of  a  mean- 
ingful, risk-related  number. 

Your  manager  gets  a  better  target. 
You  get  better  control. 

Another  good  thing  about  Perform- 
ance Measurement  is  the  time-weighted 
rate  of  return.  Which  means  that  we 
eliminate  distortions  caused  by  varia- 
tions in  the  fund's  inflow  and  outflow  of 
cash.  This  is  generally  accepted  as  one 
of  the  best  ways  to  measure  return  when 
you  want  to  judge  performance. 

How  to  get  more  information 

If  you'd  like  to  find  out  more  about 
Performance  Measurement,  just  call 
Norman  M.  Tonkin,  Vice  President  and 
Manager  of  our  Corporation  Services 
Department.  Phone  (212)248-4225  or 
944-1212.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc., 
70  Pine  Street,  New  York,  N.  Y.  10005. 


Merrill  Lynch  Services  for  Management 


The  Forbes  Index 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
( Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Depf.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  ( Dept.  ol  Commerce 


preliminary    -j JULy  12J  2 

j0  AUG.  ...126.4 

SEPT 1254 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY 135.5 

JUNE 136.4 

JULY  137.3 

AUG.  (Prel.)  .137.7 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


Is  It  Bullish? 


The  National  Association  of  Business 
Economists  at  their  annual  meeting 
on  Sept.  26-28  took  a  poll  of  the  fore- 
casts of  198  business,  financial,  aca- 
demic and  government-employed 
economists.  It  was  overwhelmingly 
bullish,  with  the  consensus  expecting 
an  increase  in  corporate  profits  of 
11.8?  in  1972  as  against  1971.  I  have 
talked  recently  with  numerous  senil- 
ity analysts,  many  of  them  of  high 
standing.  I  find  them  guessing  that 
earnings  on  the  DJI  next  year  will  be 
all  the  way  from  $60  to  865  a  share. 
Ft)r  the  12  months  ended  with  June, 
earnings  on  the  Dow  were  S53.40  a 
share,  and  I  think  my  previous  esti- 
mate of  $57  or  $58  for  all  of  1971 
may  be  too  optimistic. 

I  don't  like  to  be  a  killjoy;  for  many 
years  I  have  found  that  my  public  will 
always  forgive  me  if  I  am  bullish  and 
wrong,  but  that  readers  give  me  little 
credit  when  I  am  bearish  and  right. 
I  must  say,  however,  that  I  do  not 
feel  at  all  sure  that  all  this  bullish 
thinking  is  justified. 

It  all  depends  on  just  what  the  Nix- 
on program  means  to  the  economy,  to 
prices,  to  wages,  to  earnings  and  to 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


the  prosperity  of  the  rest  of  the  world. 
The  initial  reaction  was  that  every- 
thing would  work  together  for  the 
general  welfare,  that  we  could  control 
inflation,  stimulate  business,  correct 
international  imbalances  and  regulate 
prices  and  wages  without  seriously 
hurting"  anyone.  We  would  simply 
keep  enough  inflation  to  have  a  be- 
nign effect  on  the  economy,  enough 
so  thai  people  would  not  have  to  pay 
back  loans  in  dollars  bigger  than 
they  have  borrowed. 

Well,  I  think  I  see  some  things  that 
are  not  so  pleasant.  In  the  first  place, 
ignoring  international  factors  for  the 
moment,  it  seems  to  me  that  Mr. 
Nixon  bought  the  grudging  coopera- 
tion of  labor  in  Phase  2  by  giving 
too  much  ground.  If  the  Cost  of  Liv- 
ing Council  has  no  veto  over  the 
Wage-Price  Board,  and  labor  has  the 
strongest  personalities  on  the  Wage- 
Price  Board,  there  is  a  definite  threat 
that  wages  will  be  allowed  to  go  up 
faster  than  prices.  That  would 
squeeze  profits. 

•  Certainly  Big  Labor  thus  far  has 
not  been  "controlled."  It  has  been 
bought  off  at  what  may  turn  out  to 
be  a  high  price.  Unless  union  labor 
leaders,  it  seems  to  me,  suddenly  "get 


religion,"  we  are  going  to  miss  the 
Cost  of  Living  Council's  refinements  of 
what  the  Wage-Price  Board  "recom- 
mends." The  1972  earnings  on  the 
Dow  Jones  industrial  average  may  not 
be  as  high  as  they  would  have  been 
with  a  Cost  of  Living  Council  veto. 

The  international  implications  of 
the  Nixon  program  in  the  long  run 
may  be  even  more  important  so  far 
as  the  domestic  economy  is  concerned. 
Unless  foreign  exchange  rates  are 
stabilized  and  Stabilized  soon,  it  will 
be  exceedingly  difficult  to  conduct  in- 
ternational trade;  and  countries  like 
Germany,  Holland  and  Japan,  very 
important  countries,  are  much  more 
dependent  on  foreign  trade  than  the 
U.S.  Already  Germany,  Italy  and  Hol- 
land are  quite  depressed. 

All  the  overseas  stock  markets  have 
been  experiencing  falling  prices  ex- 
cept for  the  British  exchange.  In  Ger- 
many there  is  even  a  threat  of  defla- 
tion, since  the  buying  power  of  the 
mark  is  constantly  rising.  Deflation 
means  depression,  especially  if  you 
have  to  pay  off  debts  with  currency 
that  is  rising  in  value. 

No  Time  for  Pollyannas 

We  all  know  that  inflation  inter- 
nationally has  been  exceedingly  con- 
tagious. It  has  been  a  worldwide  in- 
fection. Deflation  also  is  contagious, 
as  we  found  out  back  in  the  1920s 
when  worldwide  deflation  started  in 
Europe  and  spread  to  the  U.S.  There 
seems  little  basis  as  yet  on  which  to 
stabilize  currencies,  and  unless  cur- 
rencies are  stabilized  foreign  trade  is 
likely  to  deteriorate  further  and  fur- 
ther to  the  distress  of  many  nations 
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less     self-contained     than     America. 

It  would  be  premature  to  say  that 
the  economic  outlook  is  as  bad  as  the 
above  paragraphs  might  suggest,  but 
it  seems  to  me  that  this  is  not  a  time 
to  be  a  Pollyanna.  It  is  a  time  to 
keep  your  eyes  open. 

There  is  no  pleasant  way  to  lick  in- 
flation. None  of  us  likes  to  see  our 
wages  and  salaries  cut  or  to  see  the 
prices  at  which  we  can  sell  our  homes, 
our  businesses  and  our  stocks  decline; 
and  successful  deflation  means  lower 
wages  and  salaries  and  lower  prices 
for  everything.  Furthermore  it  means 
that  debts  will  be  harder  and  harder 
to  pay  and  service. 

What  I  am  trying  to  say  is  that  it 
is  possible  the  forces  which  were  un- 
leashed in  mid-August  may  eventual- 
ly be  too  successful  in  ending  infla- 
tion, not  that  they  will  fail.  I  don't 
think  you  can  tame  an  inflation  as  vig- 
orous as  the  one  we  have  been  in  and 
at  the  same  time  have  a  10%  to  15% 
increase  in  corporate  earnings  during 
the  taming  process. 

Under  present  conditions  it  is  easier 
to  advise  people  to  buy  bonds  than 
it  is  to  encourage  them  to  increase 
their  holdings  in  common  stocks.  It  is 
especially  difficult  to  advise  the  pur- 
chase of  high  price/ earnings  ratio  is- 
sues; and  it  is  more  and  more  difficult 
to  find  real  "growth"  stocks.  The 
stocks  which  are  really  cheap  are 
terribly  unpopular,  and  you  can't 
tell  a  story  about  them  which  will 
make  a  fellow  want  to  run  out  and 
buy  them  in  a  hurry. 

In  spite  of  the  terrible  earnings  for 
the  third  quarter,  I  think  some  of  the 
steels  are  a  buy  for  next  year.  My  first 
choices    would    be    Bethlehem    Steel 

(26)  and  National  Steel  (42).  I  also 
think  that  some  of  the  coppers  (not 
Anaconda  or  Hecla  Mining  yet)  like 
Phelps   Dodge    (34)    and   Kennecott 

(27)  will  be  good  things  to  own  some 
time  during  a  period  of  the  next  18 
months.  I  realize,  however,  that  read- 
ers don't  warm  up  to  suggestions 
like  this  because  they  want  immedi- 
ate action— next  week,  or  preferably 
tomorrow. 

A  Trading  Market 

Some  time  back,  I  implied  in  this 
column  that  the  DJI  might  get  up 
around  1000  by  the  end  of  the  year. 
The  end  of  the  year  is  only  two 
months  away.  I  don't  think  1000  this 
year  is  attainable  in  our  present  situa- 
tion. I  think  this  is  a  trading  market 
for  the  present.  I  doubt  if  the  Dow 
will  get  down  under  the  825-840 
area,  and  for  the  time  being  f  suspect 
that  there  is  quite  a  ceiling  around 
915  to  925. 

A  month  ago  I  suggested  Skyline 
(currently  around  59)   at  around  47. 


There  was  more  luck  than  wisdom  in 
the  timing.  I  would  not  buy  any  more 
stock  at  around  58-60.  I  think  it  has 
gone  up  too  fast.  ...  If  Federal  Na- 
tional Mortgage  (78)  is  going  to  get 
those  new  convertible  debentures  ex- 
changed for  stock,  I  would  think  the 
stock  would  have  to  go  to  around  90. 
I  hardly  think  this  will  happen  until 
the  issue  has  digested  some  of  its 
gains.  It  is  only  fair  to  say,  however, 
that  everything  in  the  company's  af- 
fairs seems  to  be  developing  accord- 
ing to  my  optimistic  expectations.  .  .  . 
It  looks  as  if  the  earnings  of  the  alu- 
minum companies  in  1972  will  be 
lower  than  the  levels  in  1971,  but  at 
these  stock  prices  Aluminum  Co.  of 
America  (47)  and  Alcan  (16)  seem 
to  have  discounted  a  lot. 

There  was  an  unfortunate  mis- 
statement in  my  column  in  the  Oct. 
15  issue.  The  Wiesenberger  figures  on 
the  10/2  year  performance  of  the  large 
growth  funds  is  154.5%,  not  54.5%. 
That  is  almost  10%  compounded  an- 
nually. Sorry. 

There  seems  to  be  a  rather  danger- 
ous shortage  of  undedicated  natural 
gas.  This  makes  undedicated  reserves 
potentially  quite  valuable.  I'm  not  an 
expert  in  this  field,  but  some  of  my 
friends  like  Texas  Eastern  (41&), 
Coastal  States  (49)  and  Texas  Oil  ir 
Gas  (42).  There  are  many  others. 
There  are  especially  large  gas  re- 
serves in  Canada. 

Bonds  in  Favor 

Current  strength  in  the  bond  mar- 
ket is  traceable  to  many  causes.  One 
is  a  reduced  demand  for  money  to  fi- 
nance industrial  expansion,  another  is 
less  fear  of  inflation  and  a  very  im- 
portant one  is  the  relative  unattrac- 
tiveness  of  stocks  vs.  bonds  as  income 
investments.  Yields  on  good  quality 
bonds  have  dropped  to  around  7.5%, 
and  some  of  the  good  quality  indus- 
trial and  utility  9s  and  8%s  issued  ear- 
lier are  selling  around  109  to  112. 
There  are  more  individuals  buying 
bonds  now  than  at  any  time  in  the 
past  50  years. 

Sales  of  the  automobile  companies 
from  now  on  may  be  more  significant. 
The  excellent  sales  during  September 
and  early  October  were  in  the  nature 
of  a  cleanup  operation  on  1971  mod- 
els. From  now  on  we  should  be  able 
to  get  a  better  idea  of  how  the  1972 
cars  are  being  received.  The  Street  is 
rather  bullish  about  the  outlook  for 
Chrysler  (30),  Ford  (72)  and  Gen- 
eral Motors  ( 83 ) .  Some  think  Chrysler 
may  earn  $3  a  share  this  year.  ■ 


Mr.  Hooper's  column  will  not  ap- 
pear in  the  next  issue;  he  will  be 
traveling  on  business.  His  column  will 
be  in  the  Dec.  1  issue. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


More  On  Supply  And  Demand 


It's  common  knowledge  that  insti- 
tutional investors  nowadays  account 
for  perhaps  two-thirds  of  all  public 
transactions  on  the  New  York  Stock 
Exchange,  which  in  turn  does  well 
over  ~W  of  all  business  in  list- 
ed stocks.  But  not  many  seem  to  real- 
ize that  the  volume  of  institutional 
net  stock  purchases  (i.e.,  in  excess  of 
salt  n  tends  to  be  far  greater  than 
the  \  olume  of  net  stock  buying  by  all 
public  investors  on  the  Big  Board. 

According  to  latest  available  sta- 
tistics, institutional  net  stock  buying, 
in  all  markets,  ran  to  over  $10  billion 
during  the  first  half  of  1971.  In  the 
same  period,  round-lot  investors  of  all 
kinds  |  except  member  firms  trading 
for  their  own  accounts,  not  for  clients) 
Ixnmht,  on  balance,  stock  having  a 
total  value  of  probably  under  $2.5 
billion.  In  the  second  half  of  1970, 
the  respective  totals  were  son* 
billion  and  s7()0  million  (estimated). 
These  comparisons  seem  to  suggest 
that  the  buying  power  available  In 
common  stocks  in  the  institutional 
sector  could  shrink  a  great  deal  (it 
ma\  not)  without  inevitably  threal- 
ening  a  shift  to  substantial  net  stock 
liquidation  by  round-lot  investors 
overall  and  so,  presumably,  setting  up 
a  be. u  market  in  stock  prices. 

lack  of  Confidence? 

ryone  also  knows  that  individ- 
ual (i.e.,  noninstitutional)  investors 
collectively  were  heavy  net  sellers  of 
stock  and  massive  net  buyers  of  cor- 
porate bonds  during  this  year's  first 
half,  and  that  this  apparent  flow  of 
honey  out  of  the  stock  market  and  in- 
to' the  bond  market  presumably  has 
continued  to  date.  However,  not  ev- 
eryone may  know  that  individual  in- 
vestors have  been  selling  stock  on  bal- 
ance ever  since  1958— not  necessarily 
prompted  by  a  persistent  and  mount- 
ing bearish  bias  but  almost  certainly 
partly  by  a  need  to  raise  cash  for 
capital  gains  and  estate  taxes  and 
partly  by  an  urge  to  have  mutual 
funds  manage  their  money.  The  lat- 
ter factor  has  recently  dwindled  to 
almost  zero  for  one  reason  or  anoth- 
er. High-yielding  corporate  bonds 
appear  to  have  taken  the  play  away 
not  only  from  the  mutual  funds,  but 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


also  from  direct  investment  in  com- 
mon stocks,  implying  a  seemingly  un- 
precedented lack  of  noninstitutional 
confidence  for  equities. 

On  the  other  hand,  look  at  these 
statistics:  In  the  first  six  months,  in- 
dividual investors  sold  over  $4  billion 
worth  of  stock  (net,  after  buying,  on 
balance,  $400  million  of  new  mutual 
fund  shares),  and  they  poured  some 
$6.3  billion  into  corporate  bonds 
(equal  to  almost  half  of  all  new  cor- 
porate bond  issues,  less  retirements, 
during  the  period).  But  they  also 
dumped  nearly  $15  billion  worth  of 
U.S.  Treasury  and  Agency  bonds,  plus 
some  $2.8  billion  in  tax-exempt  "mu- 
nicipal" bonds  (surprise?).  Net  sales 
of  all  types  of  securities  by  individ- 
uals totaled  $13.7  billion,  less  than 
one-third  m  stocks,  more  than  two- 
thirds  in  bonds.  Where  did  all  this 
money  go?  Apparently  into  thrift  in- 
stitutions (which,  in  turn,  used  it  to 
pay  back  government  loans,  buy 
bonds  and  make  mortgage  loans). 
where  savings  deposits  increased  by 
a  stunning  $43.5  billion. 

There  is,  accordingly,  an  awful  lot 
ol  money  around  in  the  noninstitu- 
tional sector.  This  should  mean  that 
the  pressure  on  individual  investors  to 
sell  stocks  in  order  to  raise  money  for 
taxes  and/ or  for  goods  and  services 
during  the  visible  future  may  be  light- 
er than 'ever.  Given  their  well-docu- 
mented propensity  to  sell  less  stock 
when  prices  fall,  I  greatly  doubt  that 
supply  from  this  sector  will  soon  (if 
ever)  overwhelm  institutional  demand 
for  common  stocks  and  so  cause  a  col- 
lapse in  prices.  On  the  contrary,  I 
suspect  that  individuals'  huge  cash 
reserves  (not  counting  a  few  billion 
dollars  in  margin  accounts)  could 
make  a  significant  contribution  to  ris- 
ing stock  prices  at  higher  average 
price  levels:  Experience  suggests  that 
"the  public"  rarely  buys  stocks  aggres- 
sively until  late  in  a  big  uptrend. 

At  presstime,  many  uncertainties 
surrounding  Phase  2  of  the  anti- 
inflation  drive  are  still  unresolved  and 
seem  likely  to  remain  so  for  some 
weeks  longer.  But  because  they  exist 
within  the  framework  of  improving 
business  activity  seemingly  bound  to 
benefit  from  new,  high-powered  stim- 
ulants, I  continue  to  think  prospects 
favor  rising  stock  prices.   ■ 
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CommonStock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  18,  1971, 
declared  a  regular  quarterly  divi- 
dend of  fifty  cents  (50c)  per  share 
on  the  Corporation's  Common 
Stock.  This  dividend  is  payable 
November  30, 1971,  to  stockholders 
of  record  October  29,  1971. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware 
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BABSOIVS  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS.  MASS.  02181 


If  you  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


V 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.  Box  351)  Dept  2-11-1 

La  Jolla,  California  92037. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Viewed  From  Abroad 


Looking  at  TV,  listening  to  the  news 
on  the  radio,  reading  the  daily  quota 
of  newspapers  and  magazines,  it  is 
difficult  to  maintain  an  objective  view 
of  the  affairs  in  one's  own  country. 
One  becomes  too  involved— physical- 
ly, emotionally,  politically— in  the 
many  ugly  aspects  of  life  at  home. 
Vietnam,  drugs,  prison  riots,  strikes, 
fraud,  political  chicanery,  muggings, 
filth  and  pollution— it's  enough  to  low- 
er anyone's  morale  and  all  but  extin- 
guish whatever  spark  of  optimism  and 
faith  in  humanity  is  left  in  you. 

When  you  have  reached  that  stage 
of  disgust  and  frustration,  it  is  time 
to  go  abroad  for  a  while— to  regain 
your  bearings,  to  view  your  countiy 
dispassionately  without  direct  involve- 
ment. There  is  nothing  like  the  won- 
derfully edited  Paris  Herald  Tribune, 
preferably  a  day  or  two  late,  to  soothe 
your  jangled  nerves. 

The  grass  always  seems  greener  on 
the  other  side  of  the  fence,  or  the 
Atlantic,  but  once  you  get  over  there 
you  begin  to  wonder.  Our  language 
happily  has  no  direct  translation  for 
the  German  word  Schadenfreude— 
joy  at  the  misfortune  of  others— but 
somehow  it  is  difficult  to  suppress  a 
somewhat  smug  smile  at  the  upheaval 
created  by  Mr.  Nixon's  edicts  of  Aug. 
15.  Over  here  we  are  so  preoccupied 
with  the  price-wage  freeze,  tax  con- 
siderations and  the  attempt  to  halt  in- 
flation that  we  tend  to  underrate  the 
impact  on  other  countries  of  our  "tem- 
porary" 10%  import  surtax  and  our 
adamant  insistence  that  they  will 
have  to  revalue  their  currencies  vis- 
a-vis the  dollar  sufficiently  to  permit 
a  major,  dramatic  swing  from  a  bal- 
ance-of-payments  deficit  to  a  surplus. 

Mixed  Reactions 

Although  our  European  friends,  or 
"friends,"  had  been  urging  us  for  years 
to  "put  our  house  in  order  and  stop 
that  outpouring  of  dollars,"  they  do 
not  appreciate  the  way  we  are  ac- 
cepting their  advice  and  putting  it 
into  effect.  Admittedly,  what  we  are 
doing  is  a  bit  crude  and  perhaps  not 
quite  cricket.  But  that's  the  risk  you 
run  when  you  start  challenging  the 
giant  who,  when  aroused,  is  apt  to 
throw  his  weight  around. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


It  was  interesting  to  observe  and 
compare  the  reaction  of  various  Euro- 
peans to  the  American  counterattack 
against  the  a  la  baisse  speculation  di- 
rected at  the  dollar.  The  British,  it 
seemed  to  me,  are  the  most  under- 
standing and  sympathetic.  They  know 
that  we  don't  expect  a  major  revalua- 
tion of  the  pound  and  that  we  will 
continue  to  buy  their  whisky.  Besides, 
they  have  experienced  bear  raids  all 
too  often  in  recent  years. 

The  Germans,  having  tried  for 
years  by  several  revaluations  and  by 
being  helpful  and  cooperative  to  a 
greater  extent  than  anyone  else  to 
preclude  precisely  the  kind  of  action 
we  now  have  taken,  will  be  hurt  most 
seriously  by  the  rise  in  the  value  of 
the  mark  and  our  10%  import  tax. 

I  believe  we  Americans  suffer  from 
an  illusion  when  examining  the  Ger- 
man economy  as  being  ten  feet  tall. 
The  German  positive  trade  balance, 
like  the  Japanese,  reflects  a  policy  of 
manufacturing  at  home  and  exporting 
a  good  part  of  it.  Having  been  ex- 
posed twice  in  this  century  to  ex- 
propriation by  the  Alien  Property 
Custodian,  one  can  understand  Ger- 
man reluctance  to  invest  heavily  in 
manufacturing  facilities  abroad. 

By  contrast,  the  U.S.  and  the  Swiss 
have  been  "exporting"  technological 
knowhow,  capital  and  jobs  in  order  to 
overcome  tariff  hurdles  and  better  to 
understand  and  serve  their  foreign 
customers'  needs.  Whereas  the  Ameri- 
can multinational  corporations  can 
bring  home  their  profits  or  reinvest 
them  abroad,  as  they  choose,  the  Ger- 
man export  profits  are  promptly  re- 
flected in  their  balance  of  payments. 
As  apparent  strength  generates  even 
greater  strength,  the  mark  is  widely 
regarded  as  a  very  hard  currency  in- 
deed. I  am  not  at  all  sure  that  this  is 
actually  the  case,  and  some  German 
bankers  seem  to  share  my  opinion. 
The  German  economy  is  suffering 
from  serious  strains  and  stresses,  and 
is  particularly  vulnerable  to  our  ef- 
forts to  righten  the  U.S.  balance  of 
payments  at  everybody  else's  expense. 

For  many  years  the  French  have 
been  doing  their  best  to  undermine 
the  position  of  strength  of  the  dollar. 
The  motivation  for  this  self-defeating 
policy  was  partly  de  Gaulle's  resent- 
ment of  America's  political  and  eco- 
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nomic  hegemony  and  partly  the  al- 
most uniquely  French  faith  in  gold  as 
the  one  and  only  absolute  standard 
of  value.  Now  that  a  Pyrrhic  victory- 
over  the  dollar  has  been  won,  the 
French  resent  the  consequences. 

Inflation,  the  great  and  real  prob- 
lem at  home,  is  rampant  all  over  Eu- 
rope. In  many  countries  it  is  now 
worse  than  in  the  U.S.  The  discrep- 
ant) will  widen  even  more  if  Presi- 
dent Nixon's  Phase  2  of  wage  and 
price  restraints  is  crowned  with  at 
least  a  modest  degree  of  succi  ss  I 
was  struck  by  an  attitude  of  ghim- 
ness  among  European  bankers  and 
businessmen.  The  prospect  that  they 
are  the  logical  target  <>t  the  inevitable 
Japanese  export  drive  in  their  own 
and  in  third  markets  is  an  added  neg- 
ative factor.  Only  the  Swiss,  as  should 
be  expected,  seem  to  have  good  con- 
trol over  their  affairs,  although  in- 
flation is  making  its  inroads,  too,  as 
any  tourist  can  confirm.  Our  10%  im- 
port tax  affects  only  a  small  segment 
of  the  Swiss  economy. 

Cold 

Gold  fetishists  have  been  demand- 
ing a  major  increase  in  the  pri 
this  metal  tor  main  years.  We  have 
steadfastl)  ignored  the  clamor.  As  far 
as  we  are  concerned  we  are  buyers 
ot  gold  at  $35,  but  we  are  not  sellers 
at  that  price.  We  permitted  a  free 
market  for  gold  to  develop  in  Europe, 
where  it  is  tradinii  around  S42.  We 
take  the  attitude,  correctly  in  my 
opinion,  that  we  couldn't  care  less. 

It  is  interesting  to  note  that  the 
European  central  hankers  now  de- 
mand that,  as  a  condition  lor  straight- 
ening out  the  international  monetary 
mess,  the  U.S.  devalue  the  dollar  by 
raising  the  price  of  gold  by  10%  to 
15%,  or  to  about  SK)  Aside  from  the 
fact  that  for  the  life  of  me  I  can't  see 
bow  a  higher  dollar  price  for  gold 
should  improve  our  balance  of  inter- 
national payments,  the  sinallness  of 
the  requested  increase  is  puzzling.  An 
adjustment  to  reflect  the  full  extent  of 
inflation  during  the  past  38  years 
would  obviously  call  for  a  much  high- 
er price  than  $40.  What's  the  reason 
behind  it  all?  Could  it  be  that  certain 
central  banks  need  the  paper  profit 
on  the  revaluation  of  their  gold  hold- 
ings as  an  offset  against  their  huge 
paper  loss  on  their  dollars?  I  hope 
President  Nixon  and  Secretary  Con- 
nally  will  stand  firm  in  refusing  to 
accede  to  the  demand  for  a  change 
in  the  U.S.  price  of  gold.  We  could 
derive  no  benefits,  whereas  the  psy- 
chological, not  to  mention  political, 
effect  could  be  decidedly  negative. 

In  the  next  issue,  the  European  at- 
titude towards  American  stocks  will 
be  discussed.  ■ 
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Special Inttoducfoty  Trial Offer! 

Value  Line  for  the  next 

three  months  for 

only  $25 


(REGULAR 
RATEJ49) 


>  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

>  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

>  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 

>  SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 

>  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
"to be,  you  may  return  the  material  we  send  you  within  30 days 
for  a  full  and  unquestioned  refund  of  your  $25. 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Payment  enclosed 
Bill  me  for  $189 


Signature 


Name  (please  print) 


Address 


City 


State 


_Zip_ 
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(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 


NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call: 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address- 
City 


.State- 


Zip  Code- 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  Oct.  14,  1971, 
declared  a  fourth  quarter 
dividend  of  65  cents  a  share 
on  the  Company's  outstand- 
ing stock,  payable  Dec. 
1,  1971,  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  Oct.  28,  1971. 


The  American  Road 
Dearborn,  Michigan  48121 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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ABRAHAM&CO. 

Members  New  York  Stock  Exchange,  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Bear  Market  Buys 


The  recent  meeting  of  the  Inter- 
national Monetary  Fund  was  interest- 
ing, but  hardly  decisive  in  pointing  a 
way  to  the  solution  of  the  present  in- 
ternational financial  uncertainties.  An 
important  aspect,  of  course,  is  that 
the  major  powers  have  agreed  to  work 
together  and  to  seek  a  solution.  Wide- 
ly divergent  views  have  promised  a 
degree  of  flexibility.  This  is  all  to  the 
good.  Any  major  agreement  at  this 
point  might  have  been  premature.  No 
harm  can  be  done  by  allowing  ex- 
change rates  to  float  for  an  additional 
period,  some  time  to  work  out  not 
only  new  parities  among  currencies, 
but  also  a  major  reform  in  effecting 
international  settlements. 

Nonetheless,  one  or  two  major  dis- 
crepancies exist.  The  yen  and  the 
German  mark,  for  instance,  do  not 
seem  to  have  appreciated  vis-a-vis  the 
dollar  as  much  as  was  anticipated, 
while  the  British  pound  seems  to  have 
hit  a  level  that  may  be  difficult  to 
maintain,  and  where  it  appears  to  be 
overvalued  as  against  the  U.S.  dol- 
lar. However,  these  must  be  account- 
ed as  being  no  more  than  the  vaga- 
ries of  the  marketplace. 

Australian  Gloom 

The  Japanese  market  was  the  one 
most  obviously  affected  by  our  so- 
called  new  economic  policy,  and  un- 
derstandably a  weakness  developed 
there  which  initially  looked  out  of 
proportion  to  the  likely  long-term  ef- 
fects of  what  will  become  our  new 
trading  terms.  Whether  the  reaction 
was  overdone  or  not  is  not  so  impor- 
tant; the  pendulum  always  swings  too 
far.  What  is  more  amazing  is  the  tre- 
mendous effect  on  the  Australian 
stock  exchange.  Evidently  Japan  is  by 
far  Australia's  best  customer,  and 
much  of  the  newly  developed  mineral 
resource  industry  finds  a  market  in  la- 
pan.  The  gloom  that  beset  the  Aus- 
tralian market  is  very  much  overdone, 
but  this  action  should  afford  good 
long-term  buying  opportunities. 

Broken  Hill  Proprietary,  for  exam- 
ple, is  selling  at  1VA.  Even  allowing 
for  the  recently  paid  10'-  stock  divi- 
dend, at  this  price  the  major  indus- 
trial firm  in  Australia  appears  to  be 
considerably  undervalued  on  long- 
term  considerations.  Oil  should  he- 
roine more  and  more  profitable  to  this 


concern,  and  there  are  a  large  num- 
ber of  very  interesting  exploration  pro- 
grams for  many  minerals. 

For  many  years  the  shares  of  Rank 
Organisation  have  been  the  favorite 
of  the  American  investment  trust  at 
the  overseas  counter.  The  name  has 
been  made  famous  by  the  big  man 
hitting  a  gong  at  the  start  of  their 
movies.  The  company  has  been  made 
extremely  profitable  by  its  association 
with  Xerox.  I  have  reviewed  it  and 
recommended  it  frequently  in  the 
past;  the  first  time,  I  believe,  was  sev- 
eral years  ago  at  around  $3.50  per 
share.  The  stock  was  recently  selling 
at  around  $24,  when  a  major  selling 
wave  reduced  the  price  to  around 
$19.  The  reason  for  the  weakness  was 
allegedly  a  new  appraisal  of  the  earn- 
ing prospects  of  the  company,  which 
estimated  that  the  non-Xerox  business 
of  the  group  would  show  less  than 
estimated  profits  for  this  year.  There 
is  some  question  whether  this  will 
prove  to  be  correct. 

In  any  case,  earnings  of  about  60 
cents  a  share  can  be  estimated  for  the 
year  ending  October  1971,  and  about 
80  cents  for  1972.  The  potential  for 
Xerography  in  Western  Europe,  Asia 
and  South  Africa,  as  well  as  Australia, 
is  sufficiently  exciting  for  the  next  dec- 
ade to  make  this  an  interesting  long- 
term  holding. 

Philips  Lamp  is  selling  at  around 
$10  per  share,  as  against  the  high  for 
last  year  of  about  $23.  It  is  true  that 
the  company  is  in  difficulties,  and 
earnings  for  the  year  will  not  be  any- 
thing to  boast  about.  However,  the 
drop  in  the  share  price  seems  to  me 
to  exaggerate  the  company's  tempo- 
rary commercial  setbacks  and  does 
not  allow  enough  room  for  long-term 
potentials.  The  United  States'  new 
economic  policy  does  not  appear  to 
be  able  to  greatly  affect  this  com- 
pany. Expectations  are  that  Philips' 
stringent  measures  to  economize,  be- 
gun in  1970,  will  shortly  show  results. 
Also  there  is  general  anticipation  of  a 
resumption  of  consumer  spending  in 
Western  Europe,  particularly  in  the 
color  television  market. 

It  is  estimated  that  for  the  current 
year  the  company  should  show  earn- 
ings of  between  55  cents  and  60  cents 
a  share,  based  on  Dutch  accounting 
methods.  According  to  one  authorita- 
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tive  analysis,  this  would  be  between 
80  cents  and  90  cents  if  U.S.  meth- 
ods were  used. 

I  have  never  quite  been  able  to 
understand  the  price  relationship  that 
has  historically  existed  between  the 
shares  of  Royal  Dutch  and  Standard 
Oil  of  New  Jersey.  Based  on  a  com- 
parison of  earnings,  the  market  seems 
to  undervalue  Royal  Dutch.  Personal- 
1\.  1  have  not  been  able  to  find  any 
criteria  in  either  the  business  or  the 
management  of  these  two  giants  in 
the  industry  to  account  for  the  price 
differential.  If  my  view  is  correct. 
Royal  Dutch  should  represent  the  bet- 
ter value  for  the  money. 

Gold  Bargains 

Regular  readers  of  this  column  will 
Certainly  be  the  first  to  testify  that, 
In  and  large,  I  have  never  been  a  bull 
on  gold  shares.  On  the  contrary,  1 
pave  continuously  warned,  or  tried  to 
wain,  readers  that  this  type  of  secur- 
itv  represents  little  or  no  devaluation 
hedge;  that  unless  they  could  find 
stocks  where  the  price  was  justified 
on  a  835  per  ounce  basis  they  should 
be  verj  wary.  The  drop  in  the  South 
African  gold  share  market  Following 
our  de  facto  devaluation  confirmed  mv 
views,  and  it  has  been  difficult  for  a 
trader  to  keep  pace  with  the  contin- 
uous fall  in  gold  share  prices. 

Perhaps  the  phrase  "the  pendulum 
■wings  too  far"  lias  become  my  favor- 
ite  phrase,  but  I  plead  innocent  oi 
iverusing  it.  \h  defense  is  that  mar- 
let  action  continuousl)  confirms  this 
to  be  the  case,  and  shrewd  operators 
can  frequently  pick  up  sizable  profits 
b>  benefiting  from  the  overexuber- 
ance  of  the  market,  or  from  its  fits  of 
exaggerated  pessimism.  Many  of  the 
South    African   gold   shares   are   selling 

at  levels  of  about  33V  below  the  yeai  s 
hiulis,  some  even  lower.  I  think  bar- 
gain hunters  may  well  take  advan- 
il  the  oversold  state  of  this  mar- 
ket. Even  it  gold  is  demonetarized  in 
the  long  run,  which  I  finnlv  believe 
it  will  be,  this  will  take  some  time, 
aikd  even  then  the  metal  will  be  far 
from  valueless. 

Anglo  American  Corp.  is  not  a  gold 
share,  but  a  finance  company  with 
most  of  its  holdings  in  gold.  At  the 
current  price  of  about  6X  I  think  An- 
glo American  is  a  good  buy.  This 
Company,  incidentally,  also  gives  one 
a  wide  range  of  investment:  in 
South  African  industry  in  general,  and 
in  Zambian  copper  shares.  Among  ac- 
tual gold  mines.  Western  Deep  Lev- 
els about  9),  West  Driefontein  and 
Western  Holdings  (both  at  about  19) 
should  all  benefit  in  the  rally  which 
should  occur  in  this  sector  of  the  mar- 
ket once  a  more  realistic  appraisal  is 
made  of  the  long-term  outlook.   ■ 

FORBES,    NOVEMBER    1,    1971 


FINANCIAL  WORLD  sees 

Boom  in  Profits 

A  sharp  upsurge  in  corporate  profits  is  now  foreseeable.  This  conclu- 
sion is  based  upon  the  current  upswing  in  earnings  and  the  potentially 
bullish  impact  of  new  administration  policies.  (One  estimate  is  an 
increase  in  the  gross  national  product  of  more  than  one  hundred  bil- 
lion dollars.)  "Rebound  Could  Be  Sharp"  is  the  title  of  a  new 
Financial  World  study  that  should  make  convincing  and  provocative 
reading  for  profit-minded  investors.  Don't  miss  this  most  valuable 
study.  It's  yours  by  return  mail  if  you  .  .  . 

Try  Financial  World's  Comprehensive  Service  NOW 
with  this  Special  Introductory  Offer  and  get  all  this: 
52  WEEKLY  ISSUES  Loaded  with  easy-to-read  investment  news  and 
suggestions  on  how  they  may  add  to  your  income  and  profits. 

TWELVE  "APPRAISAL"  SUPPLEMENTS  Each  month  will  bring  you 
a  detailed,  updated  digest  of  prices,  earnings,  dividends  and  Financial 
World  ratings  of  up  to  1,900  listed  stocks. 

PERSONAL  ADVICE  BY  MAIL  You're  entitled  to  ask  us  for  buy/hold/ 
sell  advice  on  any  listed  security  that  interests  you  at  the  particular  time. 
Write  us  for  specific  advice  as  often  as  once  a  week. 

WEEKLY  "SELECTED  ISSUES"  This  highly  respected  weekly  list  of 
stocks  and  honds  includes  specific,  up-to-the-minute  recommendations  for 
every  investor— from  the  most  conservative  to  the  most  aggressive. 

PLUS  OUR  1971  "INVESTOR'S  MANUAL" 
The  most  concise  and  complete  guide  to  the  intrinsic  value  of  more  than 
2,400  stocks.  This  "Stock  Factograph"  contains  69,000  investment  facts, 
including  each  company's  background,  dividend  record,  8  year  earnings 
record,  stock  -phts.  price  earnings  ratios,  book  value,  future  growth  and 
earnings  prospects— good  and  bad! 

PLUS  VALUABLE  12-YEAR  STOCK  RECORD  BOOK  (lives  each  year's 
PRICE  RANGE  •  DIVIDENDS  .  STOCK  SPLITS  •  EARNINGS  of 

all  stocks  listed  on  the  New  York  Stock  Exchange  (as  available  up  to  press 
date)  plus  Capital  Gains,  Investment  Income,  Net  Asset  Value  and  Sales 
Charges  of  the  leading  Mutual  Funds. 

MONEY-BACK  GUARANTEE:  In  full,  at  any  time  during  the  first  30 
days,  it  any  pari  ol  our  Service  fails  to  satisfy  you. 


-TEAR   OUT   AND   MAIL- 


FINANCIAL  WORLD  1 


Dept.    FB-111, 
7    Battery    Place, 
ew  York,  N.Y.  10004 


For  payinc-m  em  loaed    end  me  the  Study,  the  BONUS  Book(s),  and  enter  my  order  for  the 

fallowing: 

n   1-year   lubscriptiorj    lo   the    l-parl    service,    including    li»7l    "Factograph"   and   "12- Year 

Record  Hook"  at  only  I 

□  6-months'    trial    subscription    to    FINANCIAL    WORLD'S   4-part   service   including   the 

"12- Year   Record    Bo»k"-all   lor  $16.    (Note    .    .    .    Does   not    include   11)71    "Factograph"). 
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Address. 
City 


.State. 


.Zip. 


(This  subscription  is  not  assignable) 


Your  Fair  Share 
Shows  You  Care 

THE     V 
UNITED  WAY 


AN  ENGINEERING  APPROACH 
TO  INVESTING 

Aiming  for  substantial  gains  with  wide  di 
versification  and  reduced  risk?  Invest  in  a 
package  of  the  best  performing  no-load 
funds.  Pay  no  commission  buying  or  selling. 
Let  the  most  astute  Professionals  decide  for 
you  which  stocks  to  buy,  hold  and  sell.  We 
constantly  keep  you  advised  on  the  Top 
Funds  you  should  be  invested  in.  The  top  10 
no-load  funds  in  our  "Best  of  Funds"  Aggres- 
sive Growth  package  gained  between  28.6% 
and  58.7%  during  the  first  9  months  of  this 
year  compared  to  a  gain  of  5.7%  for  the 
D.J.I.  Send  $2.00  for  latest  report  and  de- 
scription  of  system,   $5.00  for  3   mos.  trial. 

Fund  Investment  Engineering 

Box  700,  Station  Square  Three 
Paoli,  Pennsylvania  19301 
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T.  J.  HOlTi 

recommended  strategy  for 

A  BEAR  MARKET 

In  the  opinion  of  T.  J.  Holt,  most  common  stocks  are  going  down  .  .  . 
perhaps  way  down;  investors  who  act  in  time  may  not  only  spare  them- 
selves some  serious  losses  .  .  .  but  can  also  take  advantage  of  bear-market 
opportunities. 

WARNING.  We  may  be  totally  wrong  about  the  market.  As  a  matter  of 
fact,  the  great  majority  of  advisory  services  are  distinctly  bullish  now.  And 
most  financial  institutions  have  been  buying  stocks  ultra-heavily  this  year. 
So  don't  even  consider  our  strategy  if  you  too  are  convinced  that  the  market 
will  rise. 

Why  Holt  thinks  most  stocks  should  be  sold 

Contrary  to  the  enthusiasm  shown  by  Wall  Street  professionals,  the  invest- 
ing public  is  evidently  quite  skeptical  of  President  Nixon's  new  economic 
plan.  Since  mid-August  they  have  been  selling  stocks  at  an  unprecedented 
rate.  Meanwhile,  most  financial  institutions  appear  to  be  running  out  of 
buying  power.  So  we  think  they  will  no  longer  be  able  to  offset  liquidation 
by  private  individuals. 

But  there  is  no  reason  why  investors  should  be  afraid  of  a  declining  market. 

Capitalizing  on  a  decline 

Were  it  not  for  the  prospect  of  record  fiscal  deficits  and,  therefore,  rising 
interest  rates,  investors  could  simply  run  for  cover  in  either  savings  banks 
or  bonds. 

So  to  help  investors  cope  with  this  many-sided  dilemma,  The  HOLT  IN- 
VESTMENT ADVISORY— in  a  new  Special  Report— has  outlined  our  rec- 
ommended strategy  as  well  as  a  specific  portfolio  of  investments  which  we 
believe  can  best  protect  and  build  capital  in  the  difficult  period  we  see  ahead. 

Guest  Subscription  Offer 

A  copy  of  this  Report  "A  PORTFOLIO  OF  INVESTMENTS  AND  OUR 
RECOMMENDED  STRATEGY  FOR  BEAR  MARKET  GAINS"  is  yours  as 
a  bonus  with  a  2-month  guest  subscription  to  the  Holt  Investment  Advisory 
for  just  $10.  Simply  complete  and  return  the  coupon  below. 


The  Holt  Investment  Advisory 

277  Park  Avenue,  New  York,  N.Y.  10017 


Please  send  rim  the  Report  on 
"PORTFOLIO  OF  INVEST- 
MENTS AND  RECOMMENDED 
STRATEGY  FOR  BEAR  MAR- 
KET CAPITAL  CAINS"  with  my 
2-monlh  trial  to  the  Moll  Invest- 
ment Advisory.  My  $10  payment  it 
enclosed. 

□  Send  me  your  FREE  hrochure 
on  Strategic  Money  Manage- 
ment for  accounts  of  $10,000 
and   more. 

Your  subscription  will   not 

be  assigned   without 

your   consent. 
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READERS  SAY 


(Continued  from  page  16) 

the   other   represent   the    zenith    of   that 
capability. 

—Louis  W.  Steinwedel 
Baltimore,  Md. 

Sir:  I  drive  an  American-made  car. 
It  would  be  unpatriotic  and  wrong  for 
me  to  take  advantage  of  the  American 
economy  and  then  cash  in  on  cheap 
Japanese  labor  and  living  conditions. 

— J.V.W.  Bergamini 
Rowayton,  Conn. 

Briefs  on  Lawyer  Story 

Sir:  I  have  been  under  the  impres- 
sion that  you  were  a  cut  above  some  of 
the  more  popular  and  more  spectacular 
magazines.  Your  article  on  lawyers, 
(Forbes,  Sept.  15)  shows  me  how  bad- 
ly mistaken  I  was. 

—Ronald  L.  Kull 

Executive  Director, 

Board  of  Commissioners, 

Idaho  State  Bar 

Boise,  Idaho 

Sir:    I  read  with  interest  your  article 
on  lawyers.  We  would  like  to  reprint  it  I 
in  a  forthcoming  issue  of  the  California 
Trial  Lawyers  Association  Journal. 

—Reginald  M.  Watt 

Editor-in-Chief, 

California  Trial  Lawyers  Journal 

Chico,  Cal. 

Sir:  They  are  building  a  fence 
around  Niagara  Falls  to  prevent  local ' 
lawyers  from  jumping  in  after  reading 
your  article  on  lawyers'  incomes.  The  ar- 
ticle is  entirely  misleading  because  it 
focuses  on  the  small  minority  of  metro- 
politan lawyers  rather  than  on  the  99% 
of  practicing  attorneys. 

—Bernard  J.  Sax 
Niagara  Falls,  N.Y. 

Sir:  It  would  appear  that  you  are 
against  anyone  in  the  legal  profession 
making  a  good  living.  I  do  not  wish  to 
renew  my  subscription. 

— Leland  S.  Sedberry  Jr. 
Albuquerque,  N.M. 

Loosing  on  Lawyers 

Sib:  CN A/insurance  is  the  largest  un- 
derwriter of  liability  insurance  for  law- 
yers and  has  experienced  severe  losses 
in  this  field  since  the  mid  1960s. 
Though  lawyers  are  somewhat  reluctant 
to  be  involved  in  suits  against  one  an- 
other, the  problems  stem  from  the  in- 
creasing willingness  of  clients  to  sue  pro- 
fessionals. Any  client  with  a  grievance 
can  always  find  another  attorney  willing 
to  represent  him,  and  usually  on  a  con- 
tingent fee  basis.  New  claims  are  being 
reported  to  CNA  at  a  rate  of  over  500 
a  year. 

—Thomas  F.  Tucker 

Vice  President, 

Continental  Casualty  Co. 

Chicago,  111. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Politics  is  a  jungle— torn  between 
doing  the  right  thing  and  staying  in 
office.  —John    F.    Kennedy 


To  every  man  his  chance,  to  every 
man,  regardless  of  his  birth,  his  shin- 
ing golden  opportunity.  To  every  man 
the  right  to  live,  to  work,  to  be  him- 
self, and  to  become  whatever  thing 
his  manhood  and  his  vision  can  con- 
tribute to  make  him. 

—Thomas  Wolfe 


Don't  make  excuses— make  good. 

—Elbert  Hubbard 


What  you  do  when  you  don't  have 
to,  determines  what  you  will  be  when 
you  can  no  longer  help  it. 

— Rudyard  Kipling 


When  you  determine  what  you 
want,  you  have  made  the  most  im- 
portant decision  of  your  life.  You 
have  to  know  what  you  want  in  order 
to    attain    it.         —Douglas    Lurtan 


The  rule  for  every  worthwhile  man 
is  that  no  serious  job  ever  shall  re- 
ceive less  than  his  best  thought  and 
effort.  —William    Feather 


Achievement  is   the   death   of  en- 
deavor and  the  birth  of  disgust. 

—Ambrose  Bierce 


Do  not  consider  anything  for  your 
interest  which  makes  you  break  your 
word,  quit  your  modesty  or  inclines 
you  to  any  practice  which  will  not 
bear  the  light  or  look  the  world  in  the 
face.  —Marcus  Aurelius 


Success  isn't  a  result  of  spontaneous 
combustion.  You  must  set  yourself  on 
fire.  —Arnold  Glasow 
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If  you  take  all  the  experience  and 
judgment  of  men  over  fifty  out  of  the 
world,  there  wouldn't  be  enough  left 
to  run  it.  —Henry  Ford 


Tis  no  sin  for  a  man  to  labor  in 
his  vocation.  —Shakespeare 


B.  C.  FORBES 

YOU  are  a  titleholder.  Your 
title  may  be  president,  vice  pres- 
ident, general  manager,  super- 
intendent, foreman,  sales  man- 
ager, salesman,  bookkeeper,  sec- 
retary, clerk,  mechanic,  barber 
—it  matters  not  what  your  call- 
ing, what  your  place  in  life,  you 
have  a  title  to  maintain  and 
defend.  Each  one  of  us  has  op- 
portunity to  become  a  top- 
notcher,  a  champion  in  our 
class.  Are  you  successfully  main- 
taining your  title?  Are  you  forg- 
ing ahead  toward  the  cham- 
pionship class?  Yes,  each  of  us 
has  a  title  to  defend. 


It  is  not  titles  that  honor  men,  but 
men  that  honor  titles. 

— Niccolo  Machiavelli 


Empty  heads  are  fond  of  long  titles. 
—German  Proverb 


So  act  that  your  principle  of  action 
might  safely  be  made  a  law  for  the 
whole   world.         — Immanuel   Kant 


'  Even  in  politics,  an  evil  action  has 
evil  consequences.  That,  I  believe,  is  i 
a  law  of  nature  as  precise  as  any  law 
of  physics  or  chemistry. 

— Jawaharlal  Nehru 


Every  man  is  bold  when  his  whole 
fortune  is  at  stake. 

—Dionysus  of  Halicarnassus 


Do  not  attempt  to  do  a  thing  unless 
you  are  sure  of  yourself;  but  do  not 
relinquish  it  simply  because  someone 
else  is  not  sure  of  you. 

—Stewart  E.  White 


Every  good  thought  that  we  have, 
and  every  good  action  that  we  per- 
form, lays  us  open  to  pride,  and  thus 
exposes  us  to  the  various  assaults  of 
vanity  and  self-satisfaction. 

—William  Law 


Fate  with  impartial  hand  turns  out 
the  doom  of  high  and  low;  her  ca- 
pacious urn  is  constantly  shaking  out 
the  names  of  all  mankind. 

—Horace 


In  every  society  some  men  are  born 
to  rule,  and  some  to  advise. 

—Ralph  Waldo  Emerson 


Nobody,   but  nobody,   is   going  to 

tell  me  I'm  not  the  most.  I  am.  I  was 

the   most  when   everybody  else   was 

struggling  bitterly  to  become  a  little. 

—William  Saroyan 


A  Text . . . 


Sent  in  by  Mrs.  Dale  Rafferty, 
North  Canton,  Ohio.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  texts  used. 


7  therefore  . . .  beseech  you  that  ye 
ivalk  worthy  of  the  vocation  where- 
with ye  are  called. 

— Ephesians  4:1 
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Is  U.S. Technology  Failing 

Who  now  builds 
the  better  mouse  trap? 
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CITIES  SERVICE 
COMPANY 


CITIES  SERVICE  IS  A  NATURAL  RESOURCE  COMPANY 

WE'RE  HAWRALLY  INTERESTED  IN  ENERGY  AND  CHEMICALS. 


We  seek  out  and  develop  oil,  natural  gas  and 
mineral  reserves  around  the  world  . . .  refine 
quality  petroleum  products  sold  under  the 
CITGO  trademark  . . .  transport  natural  gas  to 
hundreds  of  communities  and  industries . . . 
manufacture  useful  petrochemicals  such  as 
plastic  resins,  butyl  rubber,  carbon  black 
and  Festival  molded  plastic  housewares  . . . 
mine,  refine  and  fabricate  copper  and  copper 
products . . .  and  produce  industr  al  and 
agricultural  chemica'~ 

Wherever  there's  a  ntw.    or  energy  and 
chemicals,  Cities  Serve    ,3  there  to  serve 


CITIES  SERVICE  COMPANY 

60  Wall  Street 
New  York,  New  York  1 0005 
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Put  your  thumb  here  and  quickly  flip  the  pages.    . 
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This  is  a  simple  example  of  how  individual  pieces  of  paper  can  be  made  to  flow. 
Rapidly.  Continuously.  At  a  high  level  of  efficiency.  Like  a  fluid. 

This  is  how  Pitney  Bowes  helps  move  paper  through  billing  departments,  payroll 

departments,  typing  pools,  mailrooms,  etc.  Our  machines  make  paper  flow. 

They  imprint.  Copy.  Collate.  Fold.  Insert.  Address.  Weigh.  Meter-stamp.  Seal. 

Count.  And  date.  So  forms,  envelopes,  bills,  letters,  memos  and  reports 

can  be  processed.  Neatly.  Accurately.  Efficiently. 

By  the  hundreds.  By  the  thousands. 
Making  paper  flow  out  of  your  office  just  as  quickly  as  it  pours  in. 

Solving  repetitive  paper  handling  problems  and  eliminating  office  bottlenecks 

is  our  business.  For  a  free  paper  flow  analysis,  write 

Pitney  Bowes,  1773  Crosby  Street,  Stamford,  Conn.  06904,  or  call  one  of 

our  190  offices  throughout  the  United  States  and  Canada. 

Think  of  paper  as  a  fluid. 


=■■=  Pitney  Bowes 

BUSINESS  SYSTEMS 
AND  EQUIPMENT 


Postage  Meters,  Mailing  Equipment,  Copiers,  Counters  and  Imprinters, 
Addresser-Printers,  Labeling  and  Marking  Systems. 


The  easy  part  of  moving  j 

our  Greyhound  headquarters  was 
finding  the  right  moving  company. 


It  could  have  been  tough  to  find  the  right  moving 
company  to  move  our  nearly  500  families— plus  a 
number  of  rather  large  Greyhound  companies- 
halfway  across  the  country.  Especially  in  summer, 
at  the  height  of  moving  season. 
Luckily,  we  knew  someone  at  Greyhound  Van 
Lines.  So  they  did  as  good  a  job  for  us  as  they 
do  for  their  other  customers.  Very  good. 

A  lot  of  other  people  did  quite  a  job,  too.  Our 
Greyhound  affiliates  who  know  about  real  estate. 
And  finance.  And  trip  planning.  They  helped  us 
find  homes  and  schools  and  friends . . .  they  made 
our  travel  more  pleasant. 

Moving  isn't  easy.  Even  moving  one  family  across 
town  involves  a  few  tears  and  a  little  homesickness. 
But  the  right  help  makes  a  big  difference. 

We  were  the  toughest  customer  Greyhound  Van 
Lines  ever  had  to  move. 
If  they  satisfied  us,  they 
must  be  pretty  good. 


"Another 
Satisfied 
Customer" 


Greyhound 

In  moving,  too,  we've  got  more  going  for  you. 
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THE  MESSACE  MAZE. 

Today's  typical  consumer  is  bombarded  by  hundreds  of  adver- 
tising messages  a  day.  If  you  are  an  advertiser,  that's  part  of  your 
problem:  finding  ways  to  make  consumers  pay  attention  to  what 
you  say. 

Most  media  accept  that  as  part  of  their  challenge— to  help  get 
through. 

Because  TV  Guide  handles  the  job  of  "getting  through"  a  little 
better,  our  advertisers  do  a  lot  better. 

When  you  compare  ads  that  run  in  TV  Guide  and  Life  or  Digest, 
we  generally  score  higher.  Our  lead  holds  against  the  women's  books, 
too.  And  just  about  every  time,  we'll  deliver  more  readership  per 
dollar. 

All  of  which  helps  explain  why  so  far  this  year  TV  Guide  leads 
those  same  magazines  in  advertising  pages. 

TV  Guide.  The  medium  where  the  message  gets  through. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


Sources:  Starch,  PI B. 


A  new  kind  of  covered  bridge 


aves  taxpayers  dollars  and 
Bxpands  our  market 


£EJOE 

MINERALS  CORPORATION 


The  bridge  in  the  photo  is  covered  with  a  coat  of  zinc,  deposited  by  galvanizing. 
This  coat  gives  taxpayers  a  warm  feeling  because  it  protects  the  bridge  against 
rust  for  twenty  to  fifty  years  without  maintenance.  □  The  elimination  of  costly, 
repetitive  maintenance  is  the  reason  why  there's  a  growing  trend  to  galvanized 
steel  bridges.  The  first  was  installed  in  1966  at  Stearns  Bayou,  Michigan  and 
shows  no  sign  of  rust.  Today  there  are  many  galvanized  steel  bridges  across 
the  U.S.  and  more  are  being  built  both  as  replacements  for  older  bridges  and 
as  part  of  our  rapidly  growing  highway  system.  Q  As  the  nation's  largest  pro- 
ducer of  zinc,  we  share  in  this  growth.  And  this  is  only  one  of  the  expanding 
markets  for  our  diversified  range  of  products.  □  Send  for  our  latest  annual 
report. 

.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead  oxides,  fabri- 
cated lead  products,  lead  based  lubricants,  iron  ore  pellets,  iron  oxide,  agricultural  limestone,  cadmium, 
copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


First  of  Denver  asks  you, 

Mr.  Corporate  Decision  Maker-- 

What  are  you  looking  for  in  a 

Pension  Fund  Manager? 


YES    NO 


Responsiveness  in  making  investment  changes 
Imaginativeness  in  investment  decisions 
Provability  of  performance  in  bull  and  bear  markets 


How  does  your  present  Manager  measure  up? 
Are  you  open-minded? 

If  so,  consider  the  Challengers  at  First  of  Denver. 

We  don't  drag  our  feet  in  selling  at  a  loss,  if  that's 
our  best  judgment.  Nor  do  we  hesitate  about  tak- 
ing a  gain  in  an  ongoing  investment  situation  if  a 
better  opportunity  comes  along. 

We're  committed  to  performance  now.  And  in  the 
future.  How  better  can  you  judge  future  perform- 
ance than  by  reviewing  past  performance? 

Study  our  past  performance  in  up  markets  — and, 


more  importantly,  in  down  market  cycles.  Ask 
about  the  size  of  our  managed  pension  assets. 
Analyze  our  investment  style. 

We  have  scored  high  in  convincing  Corporate 
Decision  Makers  that  they  ought  to  give  us  a  try. 
Can  we  convince  you  too? 

Phone  (COLLECT)  J.  Richard  Allen  or  Coleman 

Robinson  (303)  893-221 1 

Or  write  c/o 

PENSION  DIVISION/THE  CHALLENGERS 

The  First  National  Bank  of  Denver 

T.A.  Box  5825,  Denver,  Colorado  80217 


of  Denver 


ictured  above  is  the 
lost  tightfisted,  thrifty 
lan  in  America. 

Ho  is  Ralph  Gin/burg,  the  New  York  mag- 
[ne  publisher.  N<>  one  holds  on  to  money 
»re  tenaciously  than  he.  Mr.  Ginzburg  has 
ireer  of  perfecting  and  implementing 
methods  of  making  ami  sa\  mg  money. 
ye  he  has  e\  en  launched  a  publication  devoted 
khat  subject.  Its  name  is  Moneysworth. 

Moneys-worth    is  more  than  just  a  manual 

Ralph  Ginzburg's  personal  financial  ploys, 
is  a  brash,  jolly,  authoritative  Fagin  School 
the  art  and  science  of  shrewd  investment 
1  expenditure.  It  covers  personal  finance, 
estments,  consumer  affairs  (including  prod- 
.  ratings),  and  just  about  every  other  facet 
monov  management. 

Perhaps  the  best  way  to  describe  Moneys- 
rth  1^  to  list  the  kinds  of  articles  it  prints: 

New  Japanese  Cars:  A  Rating 

Last.  A  Proven  Method  for  Beating  the 
>ck  Market — How  a  little-known  Goverrt- 
nt  publication  has  been  used  b>  sophisti- 
ed  investors   to   quadruple    their  gain 

past  10  years  (compared  with  gains  of  the 
w-Jones   average).    Fortune    magazine  calls 

method  "extraordinary." 
w    Ralph    Ginzburg   Earns   Interest   of 
m    a    California    Savings    Bank    (Insured) 
w  to   Collect    Social  Security   from  Canada 
the     United    States    Simultaneously 

Third    Most   Expensive   Item    You'll   Ever 
y — It's  your  funeral,  and  Moneysworth  tells 

to  minimize  the  grief. 
>he  or  Isn't  She?— A  little-known,  reliable  $2 
U-order  self-test  kit  for  pregnancy  lets  her 
)w  for  sure. 

ow  We  Live  on  Less  than  $75  a  Month" 
n  Interest  on  Your  Checking  Account 
£  Vnshrouded   Facts  About  Life  Insurance 
his  article  may  save  you  hundreds  of  dollars. 

ving  Machines  that  Seam  Fine — Why  Mon- 
worth  chose  a  $40  model  as  its  best  buy. 

ing    Afloat    without    Getting    Soaked— Bv 

•elist  Sloan  Wilson. 

eze-Dried  Coffees  Rated  (and  Berated) 

all  Bite — How  to  get  dentures  from  one  of 
lerica's  top  dental  clinics  for  only  $  In. 

"ter  Beds  Are  Making  a  Big  Splash 

ling  a  Lawyer  to  Avoid  the  Draft 

»w  to  Hold  onto  Your  Auto  Insurance 

1 3d  Fit  for  King:  Best  Buys  in  Dog  Food 

/Blast   at  Aerosol  Cans — How  they  threaten 

t  ir  health  and  pick  your  pocketbook. 

1'viding  Your  Teenager  with  Contraception 
■J  Wisdom  of  Maintaining  a  Secret  Swiss 
liking  Account — Half  a  million  Americans 
I 't  be  wrong. 

^erica's  25  Best  Free  Colleges— As  rated  by 
t  students  themselves. 

Wi  Boom  in  Going  Bust — The  growing  popu- 
fcty  of  personal  bankruptcy. 

Ew  to  Get  a  Divorce  without  a  Lawyer 

r^  Travel  at  50%  Off 

8  Areas  without  Steep  Prices 

Oig Combinations  that  Can  Kill  You 


The  World's  100  Best  Free  Catalogs 
Both  a  Borrower  and  Lender  Be — Shrewd  use  of 
your  life  insurance's  little-known  loan  feature. 
How  College  Students  Can  Get  Food  Stamps 

Undetected  Bank  Errors — A  report  on  the  un- 
told millions  of  dollars  lost  each  year  by  consu- 
mers who  fail  to  reconcile  their  monthly  bank 
statements. 

The  Most  Dangerous  Car  of  All 
Tax-Free  Bonds  for  the  Small  Investor 
Franchising:  Perils  of  "Being  Your  Own  Boss" 
Investing  in  Scotch— The  profits  are  staggering. 
A  Consumer's  Guide  to  Prostitution 
Quadraphonic  Hi-Fi:  Great  Innovation  or  Com- 
mercial Hype? 

Wheeling  and  Dealing  for  a  New  Bike — Which 
are  the  best  bins  and  how  to  bargain  for  them. 

The  Painful  Truth  about  Circumcision 

How  to  Contest  a  Bad  Credit  Rating 

Indigestion  Remedies  that  Pass  the  Acid  Test 

—  An  evaluation  bv  brand  name. 

How  Two  Widows  Nearly  Got  Merrill-Lynched 

Illustrated  Sex  Manuals — A  buving  guide. 

The  Link  Between  Heart  Attack  and  Coffee — A 
suppressed  report  by  a  member  of  the  Presi- 
dent's Commission  on  Heart  Disease. 

The  Spirit  of  '72— A  report  on  the  new  "light" 
whiskey  that  has  the  industry  in  ferment. 

A  Guide  to  Low-Cost  Legal  Abortion 

Easy-Riding  Motorcycles:  New  Models  Rated 

The  Best  of  tjie  Good  Book — An  evaluation  of 
currently-available  editions  of  The  Bible. 
Safety    Bug — A    preview    of    the    Volkswagen 
model    being   developed   to   replace   the   easily 
crushed  "Beetle." 


In  sum,  Moneysworth  is  your  own  personal 
consumer  crusader,  trusted  stockbroker,  and 
chancellor  of  the  exchequer— all  in  one.  It  is  a 
bonanza  of  uncanny  financial  intelligence. 

Although  launched  only  a  year  ago,  already 
Moneysworth  has  become  the  most  widely  read 
newsletter  in  the  world  (with  a  circulation  of 
350,000  and  readership  estimated  a  torn?  million). 

Every  week,  Moneysworth  is  inundated 
with  enthusiastic,  unsolicited  testimonials  like 
the  following  (which  are  completely  authentic): 

••'When  you  wrote  up  Bausch  &  Lomb's 
stock,  I  bought  100  shares  at  44  and  soon 
thereafter  sold  out  for  139V2.  When  you  came 
out  with  James  Dole,  I  bought  500  shares  at  7'/i 
and  nine  days  later  sold  out  for  double.  Net 
profit  on  the  two  transactions:  $12,996.  Let 
me  assure  you  that  I  shall  be  a  Moneysworth 
subscriber  for  life." — Lawrence  C.  Gray; 
Ypsilanti,  Mich. 

•"Thanks  to  the  advice  in  your  article  'In- 
accurate Billing  by  the  Phone  Company,'  my 
own  firm — the  Bayard  Pump  &  Tank  Company 
— has  just  received  a  $1,593  refund." — Armand 
DiRienzo;  Bristol,  Pa. 

•  "Moneysworth  is  to  be  commended  for 
the  reliability  of  its  merchandise  evaluations.  I 
just  bought  a  Canonet  35mm  rangefinder  cam- 
era— which  you  recommended  as  'First  Rate' 
■ — and  have  gotten  some  beautiful  shots  with  it. 
Moreover,  thanks  to  Moneysworth's  buying  ad- 
vice I  saved  over  30%  on  its  cost." — Robert  D. 
Goodrich:  Tucson,  Ariz. 

•"Your  article  'How  to  Fight  a  Traffic 
Ticket'  saved  me  a  $200  lawyer's  fee  and  a 
ticket.  I  did  exactly  as  you  suggested — taking 
pictures  of  the  scene  and  double-checking  the 


statute  book — and  came  out  the  winner  in 
court.  Many,  many  thanks." — W.R.  Wendel; 
Hicksville,  N.Y. 

•"Thanks  to  your  article  'How  to  Buy  a 
New  Car  for  $125  Above  Dealer's  Cost,' I  have 
just  purchased  a  Malibu  Sport  Coupe  at  a  saving 
that  I  conservatively  estimate  at  $350." — Ron 
Bromert;  Anita,  Iowa. 

•"I  am  grateful  for  your  tip  on  'Tax  Savings 
for  Teachers' — which  saved  me  the  cost  of  a  tax 
accountant  and  got  me  a  very  high  income  tax 
refund." — Charles  Bryan;  Brooklyn,  N.  Y. 

•"Your  article  on  low-cost,  unadvertised 
trans- Atlantic  air  fares  enabled  me  to  save  $108 
on  a  vacation  to  Ireland.  In  addition,  once  I  was 
there,  I  saved  $64  on  a  car  rental,  thanks  to 
your  advice." — Bernard  Bullon;  Bronx,  N.Y. 

•"I  have  deposited  $12,500  in  a  Mexican 
bank,  as  you  suggested,  and  have  been  receiv- 
ing, every  month  by  airmail,  interest  at  9%.  I 
am  grateful  to  your  excellent  Moneysworth  for 
telling  me  about  this  high  rate  of  interest." 
— Charles  T.  M alburn; Sarasota,  Fla. 

•"Due  to  your  information  on  stocks,  I 
have  made  over  $2,200  in  less  than  a  year. 
Yours  is  one  of  the  most  intelligent,  down-to- 
earth,  to-the-point  periodicals  ever  published." 
—Ruth  Pantell;  Yonkers,  N.Y. 

•"Upon  Moneysworth's  advice,  I  asked  the 
phone  company  for  an  itemized  bill.  As  a  re- 
sult, I  discovered  that  for  years  I  had  been 
paying  for  a  nonexistent  extra  line.  Result:  A 
$550  refund.  My  trial  subscription  has  paid  for 
itself  110  times  over!" — George  T.  Petsche; 
Washington,  D.C. 

In  short,  Moneysworth  has  become  an  ab- 
solutely indispensable  financial  mentor  for 
many  of  America's  most  astute  consumers. 

The  staff  of  Moneysworth  consists  of 
several  of  the  most  keenly  analytical  and 
imaginative  minds  in  the  fields  of  financial  and 
consumer  journalism.  At  the  helm,  of  course,  is 
Ralph  Ginzburg  himself,  as  editor-in-chief.  The 
managing  editor  of  Moneysworth  is  Paul  A. 
Riedel,  of  the  Whitney  Communications  Cor- 
poration. Its  articles  editor  is  Dorothy  Bates, 
formerly  of  Scientific  American.  Herb  Lubalin, 
the  world's  foremost  graphic  designer,  is  Mon- 
eysworth's art  director.  Augmenting  this  team 
of  hard-nosed,  experienced  editors  are  reporters, 
researchers,  product-testers,  and  consultants 
throughout  the  United  States.  Together,  they 
create  America's  first— and  only — financial 
periodica]  with  charisma. 

Moneysworth  is  published  fortnightly.  It  is 
available  by  subscription  only  and  costs  $10 
j)cr  year.  Right  now,  however,  we  are  offering 
Special  Introductory  32-Week  Subscriptions 
for  ONLY  $3.88!  This  is  a  MERE  FRACTION 
of  the  standard  price. 

Moreover,  wo  are  so  confident  that  Mon- 
eysworth will  prove  invaluable  to  you  that  we 
are  about  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  thai  the  tips,  techniques,  and  inside 
information  in  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
/.".'.'  or  we  II  refund  your  money  IN  FULL.  In 
other  words,  if  you  now  earn  $10,000  a  year, 
Moneysworth  guarantees  that  it  will  increase 
the  value  of  your  income  fry  at  least  $l,,r>()0 — or 
you  get  your  money  back.  And,  meanwhile, 
you  will  have  enjoyed  a  subscription  to  Mon- 
eysworth ABSOLUTELY  FREE!  As  you  can 
see,  a  subscription  to  Moneysworth  is  an  abso- 
lutely foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $3.88  to: 
Moneysworth,  110  West  40th  Street,  New 
York,  New  York  10018. 

We  urge  you  to  act  at  once.  In  this  case, 
especially,  time  is  money. 


NEW  YORK  10018 


I  enclose  $3.88  for  a  Special  Introductory 
32-Week  Subscription  to  Moneysworth,  the 
shrewd,  audacious  new  fortnightly  on  con- 
sumer affairs  and  personal  finance.  I  un- 
derstand that  this  is  a  MERE  FRACTION 
of  the  standard  $10-per-year  price.  More- 
over, Moneysworth  guarantees  that  it  will 
increase  the  purchasing  power  of  my  in- 
come by  at  least  15%  or  I  will  get  my 
money  back  IN  FULL!! 
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Look  at  a 
CalComp  disk  drive. 
It's  faster  than  IBM's. 

Now  look  at  the  leases. 


A  CalComp  lease 
assumes  that  CalComp  is 
going  to  be  improving  their 
equipment  all  the  time. 

An  IBM  lease  assumes 
the  same  thing.  Except,  they 
won't  write  you  a  3  or  4-year 
lease. 

We  will. 

If  you  want  to  add 
equipment  we'll  do  it  without 
lengthening  your  lease. 
Or  as  your  performance 
requirements  grow,  we'll 
re-write  the  lease 


with  no  penalty. 

IBM  won't. 

And  CalComp  is  faster 
than  IBM.  The  start  and  stop 
time  is  faster.  And  the  access 
time  is  faster.  So  you'd  get 
more  for  your  money,  even  if 
CalComp  equipment  cost  as 
much  as  IBM. 

Except,  it  doesn't. 

CalComp  is  less  to  lease. 
And  less  to  own. 

So  look  at  a  CalComp 
disk  drive,  then  look  at  IBM's. 
Then  compare  leases. 

GO©©©©© 


Then  write  us  at 
California  Computer  Products, 
Dept.  FB-11-71  2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801. Or  call 
(714)  821-2011. 


Forbes 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:  Harold  Lavine.  James  Cook, 
Ruth  Gruenberg.  Robert  J.  Flaherty,  Stephen 
Quickel 

Special  Reports  Editor:  Kenneth  Schwartz 

Associate  Editors:  Thomas  Stevenson.  Howard 
Rudnitsky.  Geoffrey  Smith.  William  Reddig. 
Clothield  Spencer 

Staff  Writers:  Robert  Nash.  Paul  Gibson 

Reporters:  Marsha  D.  Ludwig.  Edith  Holleman 

Assistant  Editor  Betty  Franklin 

Statistical  Department:  Editor,  Donald  E.  Popp; 
Assistant.  Jerome  D  Fischer;  Edward  Sakalian, 
Anita  Perez 

Reporter-Researchers:  Chief.  Sharon  Schlein; 
Malcolm    S.    Forbes    Jr  ,    Ronnie    Haber.    Judith 
Koblentz,  Marilyn  Zahn 

Researchers:  Margaret  E.  Everett.  Charlotte 
Omohundro 

West  Coast  Bureau:  Frank  Lalli.  Manager: 
Ellen  Melton.  Robert  L.  Banks 

Washington  Bureau:  James  Flamgan.  Manager: 
James  Srodes.  Lynn  Adkins 

European  Bureau:  Arthur  Jones.  Manager; 
Barbara  Beroth 

Art  Department:  William  E  Galbreath,  Assis- 
tant Director;  Nikki  Frost.  Vika  Cinncione 

Columnists:  Heinz  H  Biel.  George  J  Henry. 
Lucien  O  Hooper,  Sidney  B  Lune.  John  W. 
Schulz 

Production  Manager:  John  J.  Romeo: 
Assistants.  Peter  J    Zitz.  Joseph  Sauer, 
Robert  M    Rosengarten 

Wire  Room  Manager:  James  Cianelli; 
Assistant.  Vincent  Loccisano 

Advertising  Production:  Sylvia  Schwartz, 
Patricia  Dcckelnick 

Librarian:  Dolores  A    Lataniotis: 

Assistant.  H.  Monique  Chan;  Santiago  Alvarado, 

Brian  Dawson 


President:  Malcolm  S.  Forbes 
Publisher:  James  J.  Dunn 

Administrative  Vice  President: 

Leonard  H.  Yablon 

Secretary-Treasurer:  G    Werner 
Controller:  Joel  B    Redler 

Director  of  Sales  Promotion: 

Wm    Donald  Garson 
Director  of  Circulation: 

John  M.  Thornton 
Advertising  Representatives: 
New  York:  60  Fifth  Ave..  10011. 
Stephen  G    Nicoll.  Mgr.. 

Robert   J.    James.    Donald    L.    Kates.    Donald   J. 
Liska.  John  A    Millar.  James  M.  Netter.  Arnold 
•  J    Prives.  Peter  M    Schoff 
Chicago:  435  N.  Michigan  Ave..  60611. 
Richard  W    Reynolds.  Mgr  . 
James  H    Mallon.  John  P.  Harrington  Jr. 

Cleveland:  55  Public  Square.  44113. 
William  T.  Bisson.  Mgr.. 
Robert  N.  Shaw 

Detroit:  1104  Penobscot  Bldg..  48226, 

William  Melville.  Mgr. 

Los  Angeles:  711  S.  Vermont  Ave..  90005, 

Zunich  &  Follansbee.  Inc. 

Sin    Francisco:    315    Montgomery    St.,    94104, 

Zunich  &  Follansbee.  Inc. 

Dallas:  LTV  Tower.  75201,  Donald  R.  Brown 

Atlanta:  3009  Lookout  Place  N.E.,  30305. 

Dawson  Co.,  Don  L.  Uhlenhopp 

Miami:  5995  S.W.  71st  St..  33143. 

Dawson  Co..  Harold  L.  Dawson 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


Paid  Circulation  Over 


Side  Lines 


FOUNDED   1917   BY  B.   C.   FORBES  (1880-1954) 


One  World 

The  world  trade  crisis,  however  it  turns  out,  clearly  proves  one 
thing:  U.S.  businesses  and  overseas  businesses  are  intertwined— for 
better  or  for  worse— in  ways  that  were  inconceivable  even  ten  years  ago. 

In  this  context,  most  readers  think  of  Forbes  as  a  purely  American 
magazine,  and  in  a  major  sense  we  are:  Ninety-eight  percent  of 
our  circulation  is  within  the  borders  of  the  United  States.  But,  like 
U.S.  business  itself,  Forbes  has  been  becoming  increasingly  interna- 
tional in  its  coverage.  Ten  years  ago, 
our  issue  of  Nov.  15,  1961  carried  not 
a  single  article  about  foreign  busi- 
ness. This  issue;  five. 

Are  we  deliberately  going  interna- 
tional? Not  at  all.  Our  beat— which  is 
U.S.  business— is  going  international. 
And  foreign  business  is  going  Ameri- 
can—which puts  it  on  our  beat. 

Take  the  article  on  Foggini  of  Fiat 
(p.  84).  A  profile  of  a  foreign  ex- 
ecutive? Not  quite.  It  describes 
Fiat's  strategy  for  breaking  into  the 
U.S.  market,  significantly  enough,  not 
against  Detroit  but  against  Volks- 
wagen. There  are  implications  in  this 
for  anyone  with  a  stake  in  the  U.S. 
auto  business.  On  a  smaller  scale, 
on  page  32  we  describe  how  Bally 
Shoe  of  Switzerland  hopes  to  crack 
the  U.S.  market  in  a  big  way  through 
a  partnership  with  a  U.S.  company. 

In  Money  Men  this  issue  (p.  54), 
we  write  about  a  U.S.  stockbroker  in 
Germany.  In  one  sense,  the  story  is 
about  attitudes  of  German  investors; 
but  in  a  bigger  sense  it  is  about  the 
U.S.  stock  market  itself. 

In  Faces  Behind  the  Figures,  we 
focus  on  two  distinguished  foreign 
businesses,  British  Petroleum  and  Ja- 
pan's K.  Hattori  &  Co.  British  Pe- 
troleum's boss,  Sir  Eric  Drake,  complains  about  what  he  thinks  is  the 
shortsightedness  of  some  American  conservationists  (p.  86).  In  Hattori 
(p.  90),  we  see  a  clear  example  of  how  Japanese  companies  have 
been  able  to  blitz  so  many  world  markets. 

Where  does  our  foreign  coverage  come  from?  Some  from  our  Euro- 
pean bureau,  based  in  London.  Some  from  traveling  Forbes  staffers. 
Some  horn  interviews  here  in  the  U.S.  Although  it  doesn't  appear  in 
this  issue,  Forbes  also  carries  a  regular  monthly  column  on  investing 
abroad.  Its  author,  George  Henry,  is  one  of  Wall  Street's  experts  on 
the  subject.  He  will  be  reporting  on  Australia  in  the  next  issue. 

Gradually,  there  will  be  even  more  of  this  kind  of  thing.  Editor 
James  Michaels  returned  late  last  month  from  a  three-week  trip  to 
Japan,  Hong  Kong,  India  and  Britain.  He  was  scouting  out  ideas  for  fur- 
ther Forbes  coverage,  especially  in  the  Pacific  area. 

No,  we're  not  making  a  big  deal  out  of  our  internationalization.  It's 
just  an  extension  of  what  we've  always  done:  keeping  alert  to  every- 
thing that  affects  the  business  or  the  investments  of  our  readers.  ■ 
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These  will  help  you 
narrow  it  down  even  further. 


If  you've  narrowed  down  your  choice  of  a 
location  for  a  plant  or  office  to  the  East- 
North-Central  Zone  and  the  midsouth, 
your  next  step  might  be  to  take  a  closer 
look  at  where  the  two  meet.  That's  the 
3-state,    3000-square-mile    CG&E    Area. 

And  to  provide  a  quick  way  to  get  that 
closer  look,  CG&E  has  prepared  the  six 
brochures    above.    Six    separate    factual 


presentations  of  what  this  area  has  to 
offer  with  regard  to  factors  companies 
find  important  in  location  decisions.  Ask 
for  one  or  all  six.  After  this  closer  look, 
if  you  want  more  facts,  maps,  special 
studies  and  a  conducted  tour,  just  ask. 
Write  or  call  James  A.  Wuenker  (513- 
632-2595),  Area  Development  Division, 
Cincinnati  Gas  &  Electric  Company, 
Cincinnati,  Ohio  45202. 


THE  CINCINNATI  GAS  &  ELECTRIC  COMPANY 


GATES  LEAR  JET 


FAN  JET  FALCON 


BOEING  IV 


Distance  it  takes  various  ieis  10  rea<.h  an  altitude  of  35  ft    je  maximum  gross  weight;  a  principal  measurement  of  balanced  field  length. 

The  new  Cessna  Citation 

lands  and  takes  off  from  828  airports 

where  no  other  corporate  jet  can. 

At  $695,000  complete,  this  meticulously  designed  8-place  jet  offers  many  advantages  over  corporate  jets 

costing  a  million  dollars  and  more. 


1.  THE  DOOR  TO-DOOR  JET. 

The  Citation  can  take  off  and  climb  to  35 
feet  in  less  distance  than  any  other  corpo- 
rate jet:  only  2930  feet.  .And  that's  at  maxi- 
mum gross  weight  —  with  a  full  load  of  fuel, 
baggage  and  passengers. 

Overnight,  the  Citauon  turns  828  air- 
ports into  jerports.  It  can  fly  you  directly  to 
hundreds  of  airports  where  the  runways  are 
too  short  for  all  other  corporate  jets. 

It  can  save  you  time  by  flying  you  into 
smaller  fields  located  closer  to  major  busi- 
ness districts.  Chicago  alone  has  seven  such 
fields,  all  closer  than  OHare. 

And  when  the  Citation  does  use  major 
jetports  it  can  get  in  and  out  of  them  faster 
simply  by  using  the  shorter  runways  where 
bigger  jets  aren't  allowed. 

2.  STATE-OF-THE-ART  AVIONICS. 
FACTORY  INSTALLED. 

The  avionics  on  the  Citauon  are  the  most 
modem  available  in  a  corporate  jet.  Its 
Bendix  FGS-70  Flight  Director  System,  for 
example,  is  the  same  crucial  piece  of  instru- 
mentation used  on  many  747's. 

Installation  of  the  avionics  system  is  not 
done  piecemeal.  The  complete  package  is 
•installed  before  you  take  delivery  of  your 
Citation  (incidentally,  the  same  is  true  of 
your  interior).  So  it's  less  expensive,  stan- 
dardized and  easier  to  service.  Whaf  s  more, 
the  Citation  goes  to  work  for  you  the  day  we 
deliver  it.  An  important  piece  of  capital 
equipment  won't  lie  idle  for  several  months 
in  a  conversion  center. 

The  Citation's  avionics  also  represent  a 
saving  in  weight  and  space.  This  enables 
her  to  carry  a  larger  pay  load. 

3  A  PACKAGE,  NOT  A  PLANE. 

When  you  buy  a  Citation,  you  get  more  than 
a  Citation.  Your  pilots  and  mechanics  will 
be  sent  to  the  American  Airlines  Flight 
Academy  for  an  intensive  Citation  training 
program. 

A  network  of  Citation  factory  and  au- 
thorized service  centers  will  be  completely 


at  your  disposal  24  hours  a  day. 

Maintenance  will  be  computerized;  we'll 
notify  you  beforehand  when  your  Citation 
needs  parts  replaced  and  servicing. 

The  warranties  on  your  Citation  will  be 
'.he  longest  offered  by  any  corporate  jet  today. 

4.  QUIETEST  JET  OF  ALL. 

Three  engine  parts  make  a  jet  shriek:  inlet 
guide  vanes,  axial  compressors  and  stators. 
The  Citation  doesn't  have  any  inlet  guide 
vanes,  only  one  compressor  and  one  set  of 
stators. 

You  could  be  standing  near  to  the  Cita- 
tion's takeoff  point  and  still  carry  on  a  con- 
versation in  normal  tones. 

S.  THE  ONLY  FAN  JET  UNDER 
1.5  MILLION  DOLLARS. 

Fan  jets  are  the  wave  of  the  future.  You'll 
find  them  on  all  the  747's.  You'll  also  find 
them  on  the  Citation.  Fan  jets  burn  less 
fuel  and  operate  more  efficiendy  at  a  variety 
of  altitudes  than  ordinary  jet  engines.  Fan 
jets  are  a  big  reason  the  overhead  on  your 
Citation  will  be  lower  than  the  overhead  on 
any  other  corporate  jet. 

You  won't  find  fan  jets  on  any  other 
fully  equipped  corporate  jet  priced  under 
$1,500,000.  For  $1,500,000,  you  could  buy 
two  Citauons  and  get  change. 

6  MORE  PILOT  VISION  THAN  A  747. 

The  Citation  offers  a  pilot  more  visibility 
than  any  other  corporate  or  commercial  jet 
in  service  today.  Its  wraparound  windshield 
enables  the  crew  to  scan  340  degrees  of  the 
horizon  (out  of  a  possible  360).  In  fact,  the 
Citation  windshield  is  comparable  in  size  to 
the  windshield  on  a  giant  747. 

7.  20%  BIGGER  BRAKES  THAN  YOU  NEED. 

The  size  and  weight  of  the  Citation  could  be 
increased  by  one  fifth  and  its  braking  system 
would  still  meet  rigid  airline  standards.  The 
brakes  have  been  purposely  over-engineered 
by  twenty  percent. 

The  bigger  the  brakes  are,  the  better  the 
brakes  are. 


8.  TWO  LUGGAGE  COMPARTMENTS 
INSTEAD  OF  ONE. 

Like  nearly  every  other  corporate  jet,  the 
Citation  has  a  luggage  compartment  aft  of 
the  cabin.  Unlike  every  jet,  the  Citation  has 
a  second  luggage  compartment  in  its  nose 
section.  And  if  s  big  enough  to  hold  8  aver- 
age-size suitcases. 

9.  UNPAVED  RUNWAYS. 

The  Citation  can  land  on  almost  any  kind 
of  runway.  It  has  oversized,  low-pressure 
tires  that  absorb  and  disperse  shock.  Its  land- 
ing gear  has  passed  arduous  stress  tests.  Its 
engines  are  positioned  well-inboard  so 
they're  protected  by  the  wings. 

10.  OVER  25,000  TESTS  ON  EVERY  CITATION 

Before  any  Citation  is  sold,  it  will  have 
passed  over  25,000  tests.  Many  of  them  pun- 
ishing ordeals.  In  fact,  the  Citation  will 
receive  the  same  certification  as  the  747. 

11.  A  $150,000  SAVING. 

The  Citation  is  the  least  expensive  corpo- 
rate jet  on  the  market  today.  In  fact,  it's 
priced  competitively  with  many  leading  tur- 
boprops.  Completely  equipped,  a  Citation 
costs  about  $150,000  less  than  its  nearest  jet 
competitor. 

The  Citation:  A  $150,000  saving. 

End  of  story. 

If  you'd  like  more  information  about 
the  remarkable  Citauon  business  jet  write: 
James  B.  Taylor,  Vice  President,  Cessna 
Aircraft  Company,  Wichita,  Kansas  67201. 


CITBTIOn 


series  sec- 


IMPACT 

Felt  Nationwide 


Set  Your  Site  in  the 
Union  Pacific  West 

Manufacturing  and 
distribution  plants  in 
Western  America  have  a 
head  start  on  business  ex- 
pansion within  their  own 
area.  The  Union  Pacific 
West  leads  the  nation  in 
population  growth  and  per 
capita  spending. 

Union  Pacific's  west- 
ern rail  network,  supple- 
mented by  air  and  highway 
transportation,  puts  your 
operation  within  hours  of 
major  regional  and  na- 
tional markets. 

We've  learned  a  lot 
about  the  West  in  over  one 
hundred  years.  We  think 
we  can  answer  most  of 
your  questions. 


Write  in 

Complete 

Confidence  to 

J.  W.  Godfrey, 

Chief  Exec.  Officer, 

Land  Div., 

Union  Pacific, 

Omaha,  Nebr.  68102 
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It  at  First . . . 

Like  alchemists  trying  to  turn 
lead  into  gold,  men  are  still  trying 
to  come  up  with  a  marketable 
electric  automobile.  Latest  com- 
pany to  try— aided  by  a  hefty  order 
for  80  vehicles  from  Britain's  na- 
tionalized Electricity  Council— is 
Enfield  Automotive  Ltd.,  of  the  Isle 
of  Wight  off  Britain's  south  coast. 
The  car,  scheduled  to  be  ready  by 
1972,  is  a  two-seater  "city  car" 
with  a  maximum  speed  of  40  mph, 
a  cruising  speed  of  30  mph  and  a 
range  of  around  60  miles.  With  a 
built-in  battery  charger  for  conven- 
tional lead-acid  batteries,  the  cost 
is  put  at  under  $1,800. 

Foreign  Trade 

Burma  is  the  world's  leading 
producer  of  illicit  opium,  says  the 
just-released  report  of  a  special 
study  mission  of  the  House  Com- 
mittee on  Foreign  Affairs.  The  mar- 
ket for  the  Burmese  crop  is,  of 
course,  Vietnam  and  specifically 
the  U.S.  soldiers  in  Vietnam.  Bur- 
ma, Thailand  and  Laos,  the  study 
mission  found,  form  a  "golden 
triangle"  supplying  opium's  deriva- 
tive heroin  to  Vietnam  and  even  to 
the  U.S.  directly.  Among  other  dis- 
couraging facts  listed  in  the  report: 
When  Turkey,  under  its  agreement 
with  the  U.S.,  cuts  off  opium  pro- 
duction after  1972,  the  business 
will  just  be  taken  up  by  the  South- 
east Asian  producers;  that  the  her- 
oin in  Vietnam  is  so  pure  that  GIs 
who  only  sniff  it  over  there  would 
have  to  take  intravenously  the 
diluted  product  sold  in  the  U.S.; 
that  no  real  progress  is  being  made 
to  curb  the  drug  traffic  in  South- 
east Asia;  that  the  economic  drain 
alone  on  the  U.S.  resulting  from 
drug  addiction  is  $8  billion. 


BUSINESS 


Turnabout  Is  Fair  Play 

Lately,  it  has  been  the  American 
automakers  who  have  copied  the 
Japanese.  But  now  the  marketing 
men  at  Ford's  Lincoln-Mercury  di- 
vision say  the  Japanese  are  copy- 
ing them,  or  at  least  their  German- 
built  Capri  sports  sedan.  Capri   is 


one  of  the  industry's  hottest-selling 
cars,  going  from  20,000  sales  in 
1970  to  50,000  in  1971  and  a  pre- 
dicted 75,000  in  1972.  Now  Toyo- 
ta has  introduced  a  similar  car,  the 
Celica,  a  sports  model  complete 
with  stripe.  To  try  to  keep  ahead, 
Lincoln-Mercury  is  readying  a 
"performance-oriented"  six-cylinder 
.  model  for  November  introduction. 

Getting  in  Deeper 

RCA  may  be  getting  out  of  the 
computer  business,  but  Goodyear 
Tire  &  Rubber  Co.,  known  mainly 
for  other  products,  is  making  a 
stronger  pitch  to  move  in.  Its 
Goodyear  Aerospace  Corp.  recent- 
ly announced  that  it  had  developed 
a  new  computer  that  it  claims  is 
"the  fastest  in  the  world."  Named 
the  Staran,  it  was  developed  part- 
ly with  Goodyear  money,  partly 
from  Air  Force  funds.  One  of  its 
most  promising  applications:  moni- 
toring air  traffic  around  the  coun- 
try's most  crowded  airports  to  help 
avoid  mid-air  collisions. 

Nice  Way  To  "Die" 

Natural   rubber's   declining  per- 
centage of  the  rubber  market  has 
led    many    observers    to    conclude 
that    natural    rubber    is    a    dying 
(Continued  on  page  113) 
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What  he  didn't  learn  in  12  years, 
we  can  teach  him  in  12  weeks. 


When  Jose  Rodriguez  came  to 
RCA  Institutes,  he  read  like  a 
fourth  grader.  That's  right, 
fourth  grade. 

.And  he  wasn't  alone.  We  found  a 
lot  of  people  coming  to  us  for  job 
training  who  could  barely  read. 

So  we  designed  a  program  to 
teach  them  how  to  read. 

Because  reading  is  the  difference 


between  having  a  future  and  not 
having  a  future. 

In  twelve  weeks  we  can  prepare 
a  fourth  grade  reader  to  begin  his 
technical  education.  Nine  months 
later,  he  can  be  a  technician. 
A  good  one. 

That's  one  reason  why  RCA 
Institutes,  Inc.,  is  one  of  the  most 
versatile  and  successful  educational 


institutions  in  the  world. 

The  six  schools  which  make  up 
RCA  Institutes  have  more  than 
18,000  students.  There  are  students 
from  every  part  of  the  country, 
from  every  kind  of  background, 
and  from  74  foreign  countries. 

They  learn  everything  from  how 
to  read  to  how  to  evaluate  Logic 
Design  effectiveness. 

We  even  have  a  school  which 
teaches  almost  anything  a  com- 
pany wants  taught,  faster  and 
cheaper  than  they  could  do  it 
themselves. 

And  very  often  that's  only  the 
beginning.  Last  year,  Institutes 
graduates  were  in  colleges  all 
over  the  country.  Two  of  I970's 
graduates  went  to  M.I.T,  where 
they  got  2  years' credit  for  work 
done  at  RCA  Institutes. 

RCA  has  been  making  innova- 
tions in  education  for  more  than 
50  years.  We  expect  the  seventies 
to  produce  a  revolution  in  the 
imaginative  use  of  new  educational 
techniques.  And  we  expect  to  be 
part  of  it. 

Because  teaching  is  communica- 
tion, and  communications  is  our 
oldest  business. 

But  teaching  is  also  people. 
People  who  care  about  the  people 
they  teach,  and  who  prove  it  in 
the  classroom.  RCA  Institutes 
proved  it  to  Jose  Rodriguez  in 
12  weeks. 

If  you'd  like  to  know  more, 
write  RCA  Institutes,  Inc.,  Dept.D, 
320  West  31  St.,  New  York, 
N.Y.  10001. 
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Indiana... 

somewhere  be- 
tween New  York 

and  California. 


Ask  somebody 
about  Indiana  and  he'll  prob- 
ably say,  "Indiana,  oh  yeah 
.  .  .  that's 
somewhere 
between 
New  York 
and  Cali- 
fornia." 
And  that's 
a  lot  closer 
to  the  truth 
than  he  real- 
izes. We  have 
the  theatre,  the 
opera,  the  sym- 
phony, and  the 
art  museums  you'll 
find  in  New  York. 
We  even  have  the 
beaches,  the  parks,  the 
fun  and  the  sunshine  you'll 
find  in  California. 

Our  loss  is 
our  gain. 

There  are  some 
things  we  don't  have.  The 
trip  to  and  from  work  isn't 
ninety  minutes  jammed  in  a 
hot  commuter  train.  The 
park  near  you,  any  park, 
isn't  a  hangout  for  muggers. 
And  there's  nothing  extra  in 
the  air  in  Indiana  like  par- 
ticles of  choking  pollution. 
You  might  say,  living  in  In- 
diana gives  us  breathing 
room. 

Coming  to 
Indiana  isn't  a  trip  to 
the  poorhouse. 

When  you  move 
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your  plant  to  Indiana,  the 
only  thing  you're  risking  is 
your  inhibition.   You  can 
stretch  your  legs  without 
stepping  on  someone 
else's  toes.  We've  got  sites 
all  over 
Indiana 
where  you 
can  build 
your  plant. 
And  you 
won't  go 
bank- 
rupt 
doing  it.  Industry 
is  booming  in 
Indiana.  The 
industry  we 
have  here  grows 
here,  because 
the  way  we  live 
keeps  our  people  happy. 
That   means  they'll   work 
harder  and  produce  more. 
And  being  within  24  hours 
of  80  of  the  top  100  markets 
doesn't  hurt  either,  does  it? 
Have  we 
moved  you? 

Well,  hardly  just 
yet.  But  we  hope  we've  en- 
couraged you  to  find  out  a 
little  more  about  Indiana. 
We  have  a  lot  of  good  reasons 
why  being  somewhere  be- 
tween New  York  and  Cali- 
fornia is  an  advantage.  We 
don't  have  a  lot  of  reasons 
why  it  isn't.  Write  today. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3353,  State  House 
Indianapolis,  Indiana  46204 


Indiana 


.a  lot  more  than  you  expected 


READERS  SAY 


Confidence  Destroyed  .  .  . 

Sir:  Professor  Meltzer's  review  on  the 
pros  and  cons  of  the  90-day  freeze 
(Forbes,  Sept.  15)  overlooks  the  basic 
fact  that  persistent  inflation  had  pretty 
well  -  destroyed  the  confidence  of  the 
American  consumer,  if  not  the  business 
community  as  well.  It  is  in  this  spirit 
that  most  businessmen  reluctantly  ac- 
cepted and  praised  Mr.  Nixon's  moves. 
The  key  is  to  generate  a  new  sense  of 
confidence  in  the  American  public. 

—Albert  F.  Oram 
Andros  Island,  Bahamas 

.  .  .  but  Not  by  Inflation 

Sir:  In  recent  months,  you  have  been 
discussing  the  fact  that  much  of  the 
American  public  has  been  turning  away 
from  the  stock  market.  I  am  one  of 
those  people  not  buying  stocks.  I  thought 
you  might  be  interested  in  why  there 
are  so  many  of  us. 

Ten  years  ago,  I'd  have  hired  a  good 
broker  and  invested  my  recently  inherit- 
ed nest  egg  in  common  stocks.  But  not 
in  1971.  It's  something  called  a  lack  of 
confidence.  I  have  lost  faith  in  the  com- 
pany products  I  buy.  And  no  matter 
how  glowing  this  year's  profit  picture,  I 
wonder  how  long  a  company  can  have 
disgruntled  customers  before  profits  be- 
gin to  slide.  General  Motors  had  great 
first-quarter  earnings  this  year,  and  most 
financial  columnists  were  recommending 
its  stock.  But  a  mere  touch  in  a  parking 
lot  bent  the  front  grille  of  my  1971 
Buick,  and  I  asked  the  dealer  to  bend  it 
back  in  place.  But  because  this  is  1971, 
the  car  needs  a  new  grille.  That  shiny 
front  chromium  is  plastic!  It  can  only  be 
replaced.  The  insurance  man  was  most 
patient  when  he  explained  that  GM 
made  huge  profits  on  replacement  items. 

Department  stores  make  more  money 
on  interest  charged  than  on  goods  sold; 
oil  companies  make  more  money  on  rent- 
ing their  stations  to  dealers  than  on  gas 
and  oil  sold;  Penn  Central  made  more 
money  on  its  real  estate  than  on  its  rail- 
road. Is  there  a  lesson  to  be  learned 
here  about  what  happens  to  business 
when  it  gets  too  big  or  too  stockholder- 
conscious  that  it  forgets  customers? 

My  story  isn't  unique.  Go  to  any  wom- 
en's gathering  and  listen  to  complaints 
about  merchandise  and  service.  Business 
needs  money.  I  have  money  to  invest. 
But  I  am  far  more  interested  in  public 
confidence  in  a  company's  products  than 
1971 's  high  profits. 

—Mary  Landis 
Malvern,  Pa. 

Next  Best  Thing 

Sir:  Why  are  supposedly  pro-free  en- 
terprise publications  like  Forbes  so  quick 
to  criticize  rightist  political  regimes  such 
as  Balaguer's  in  the  Dominican  Repub- 
lic (Forbes,  Oct.  15).  An  American-like 
system  is  preferable.  But  a  rightist  po- 
(Contimied  on  page  20) 
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PERTEC 

WE'VE  GOT  THE 

BIG  GUYS 
COVERED. 


Pertec  supplies  the  peripheral  systems  and  com- 
ponents that  IBM  doesn't.  All  kinds.  For  large  com- 
puters and  small  ones.  For  data  entry  and  data  output. 
For  end  user  and  OEM  applications. 

We're  an  aggressive  company  with  proven  prod- 
ucts. We've  got  our  competitors  covered  with  high- 
performance  peripheral  systems.  We've  accomplished 
more  than  you've  heard  about.  We're  growing  faster 
than  our  competition  cares  to  admit. 

We're  the  largest  independent 
supplier  of  low-cost  digital 
magnetic  tape  transports 
in  the  world.  We've  de- 
livered over  10,000  units 
and  we  offer  more  models 
than  our  two  largest  com 
petitors  combined. 

We're  becoming  very 
big  in  low-cost  disc 
drives  to  meet  the 
•nass  storage  re- 
quirements   of 
jmallcomput- 
jr  systems. 


We  manufacture  complete  key-to-tape  data  entry 
systems  for  one  of  the  giant  data  processing  firms. 
As  a  matter  of  fact,  we're  the  second  largest  manu- 
facturer of  key-to-tape  systems  in  the  world. 

We're  coming  on  strong  in  ComputerOutput  Micro- 
film. We've  just  introduced  the  impressive  new  Pertec 
3700  COM  and  we've  set  up  a  worldwide  network  of 
experienced  distributors  to  handle  it. 

We've  got  the  big  guys  covered.  And  we  plan  to 


keep  going 


ONTROLDATi 

HEWUET 

PACKAI 


strong.  If  you  have  any- 
thing to  do  with  com- 
puters you  need  to  know 
more  about  us. 
Write  us  and  we'll 
send  you  com- 
plete information. 
ertecCorporation, 
600  Irondale  Ave- 
■ue,  Chatsworth, 
alifornia  9131 1. 
(213)  882-0030. 

PERTEC 
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If  Columbus  went  to 
Ricardo's  Rent-A-Boat  instead  of  Isabella 
he  might  never  have  gotten  out  of  Spain 

Consider  Columbus.  He  wanted  to  sail.  Far  away.      ] 
And  he  needed  a  few  ships  and  a  motley  crew.  So  he  went 
to  the  Queen  of  Spain.  Because  of  all  the  people  who  I 

could  get  him  some  ships,  she  was  the  one  with  I 

the  most  pull.  j 

And  it's  the  same  with  a  bank.  When  you  need  a  loan, 
it's  best  to  go  to  the  man  who  can  give  it  to  you.  The  man     ] 
who  has  the  authority  to  make  executive  decisions  on         ] 
the  spot.  j 

But  that's  nothing  new  to  you.  The  trick  is  getting  to 
talk  to  that  man.  I 

At  Marine  Midland  our  top  men  are  around  to  talk     ] 
to  you,  to  give  you  financial  and  investment  advice,  and  to 
make  decisions  on  the  spot  if  a  problem  arises.  j 

You  see,  we've  found  that  when  a  businessman  and 
his  banker  a\-e  able  to  talk  directly  with  each  other,  1 

transactions  can  be  made  smoothly  without  time  wasting 
formalities.  j 

We  hate  red  tape  as  much  as  you  do.  And  because 
of  the  personal  involvement  of  our  senior  officers,  1 

things  can  move  quickly  to  meet  deadlines.  Which  is  really 
what  business  is  all  about.  I 

Look  what  it  did  for  Columbus. 


Ifs  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 


A  few  words  to 
those  people  who  have 

neverhad  the 
opportunity  to  drink  a 
fifteen  year  old  Scotch. 

There  are  not  many  who 
have  had  the  luxury  of  tasting 
a  fifteen  year  old  Scotch .  And 
for  a  very  simple  reason. 

Scotch  is  enormously 
popular  in  America.  And  there 
are  not  many  profit-minded 
businessmen  who  are  willing 
to  wait  fifteen  years  for  their 
Scotch  to  reach  its  peak,  when 
without  too  much  trouble  they 
can  sell  a  five  or  eight  or 
twelve  year  old  Scotch . 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  an  art.  (This  attitude  has 
not  been  without  its  reward. 
For  nine  successive  reigns  the 
House  of  Justerini  &  Brooks 
has  been  the  holder  of  the 
Royal  Warrant.) 

And  so  it  is  that  in  a  world 
that  continually  strives  for  the 
new,  the  changed,  the 
expedient,  we  are  pleased  to 
present  a  Scotch  made  the  way 
Scotch  was  made  in  another 
day  and  age.  Fifteen  year  old 
Royal  Ages.  Royal  Ages  is 
another  experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate. 

A  smooth,  calm  tasting 
Scotch  with  not  the  slightest 
hint  of  a  rough  edge. 

It  is,  in  snort,  Scotch  at  its 
absolute  best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  be  able 
to  present  you  with  the 
opportunity  to  drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof.    . 

15  Year  Old  Blended  Scotch  Whisky. 

The  Paddington  Corp.,  N.Y  10020 
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litical    system    is    perhaps    the    next    best 
tiling,  certainly  before  Communism. 

—W.J.  Hamilton 
Melhorne  Beach.  Fla. 

Appreciates  Good  Press 

Sik:  It  isn't  often  that  this  Administra- 
tion receives  a  favorable  press  (Fact  6- 
Comment,  Oct.  1 ). 

—John  N.  Mitchell 

Office  of  the  Attorney  General 

Washington,  D.C. 

Slippery  Typo 

Sir:  The  Maxwell  Report,  the  accept- 
ed authority  in  the  tobacco  industry,  pub- 
lished The  American  Tobacco  Co.'s  1965 
share  of  the  domestic  cigarette  market  to 
be  25.3%,  not  35%  as  stated  in  your  arti- 
cle (Forbes,  Oct.  15). 

—Robert  B.  Walker 

Chairman  and  CEO, 

American  Brands,  Inc. 

New  York,  N.Y. 

The  copy  hail  originally  read  25%,  and 
the  typo  slipped  hy  our  staff— En. 

Keep  Jailbirds  Caged 

Sir:  The  jailing  of  lawbreakers  may 
not  be  the  way  to  rehabilitate  criminals 
(Fact  ir  Comment,  Oct.  15),  but  (a)  it 
does  keep  them  out  of  circulation  for  a 
time,  and  ( b )  it  does  reward  the  law- 
abiding  to  the  same  extent  that  it  per- 
suades the  lawbreaker  to  stay  out  of  mis- 
chief or  suffer  the  consequences.  Until  a 
proven  effective  way  to  punish  and  re- 
habilitate [lawbreakers]  is  perfected,  we 
just  better  not  go  turning  convicts  loose. 

—Jay  West 
St.  Paul.  Minn. 

Lenin  Had  One,  Too 

Sir:  Your  reference  to  NEP  (Fact  &■ 
Comment,  Oct.  1  )  is  interesting  but 
could  have  more  fully  reminded  your 
readers  of  its  historical  significance.  Fif- 
ty years  before  Nixon's  address,  on  Aug. 
11,  1921,  another  government  leader  an- 
nounced a  New  Economic  Policy.  That 
leader's  name  was  Lenin.  The  humor  in 
associating  Nixon's  NEP  with  Lenin's 
may  be  lost  on  those  people  who  be- 
lieve government  controls  on  our  econ- 
omy could  be  around  for  an  extended 
(permanent?)  period  of  time. 

—Allan  W.  MacKinnon 
Westfield,  Mass. 

But  Which  Venture? 

Sir:  Dr.  Gutenberg  in  his  "As  1  See 
It"  (Forbes,  Oct.  15)  errs  in  stating 
that  Dow  had  a  joint  venture  with  BASF 
but  dropped  it.  Dow-Badische  is  a  joint 
venture  between  Dow  and  BASF  and 
currentlj     produces    and    markets    nylon 


20 


polyester  and  acrylic  fibers  in  the  U.S. 
In  discussing  oriental  polyester,  I  do 
not  think  that  his  contention  that  it  is 
poorer  in  quality  than  U.S.  polyester 
is  correct.  Japan  produces  a  very  high 
quality  polyester  filament  yarn. 

—Jack  C.  Werneu 

President. 

Werner  Textile  Consultants 

New  York,  N.Y 

Dr.  Gutenberg  was  referring  to  Phrix- 
Werke  A.G.,  a  Dow-BASF  joint  venture 
in  West  Germany  that  was  closed  last 
spring.  As  for  oriental  polyester,  he  stat- 
ed that  some,  not  all,  was  of  a  lowet 
quality,  and  he  did  not  single  out  Japan 
in  this  regard— Ed. 

Sir:  If  Dr.  Gutenberg  is  such  a  bang- 
up  Professor  of  Management,  why  hasn't 
he  gotten  a  job  managing  a  business 
Perhaps  next  summer  when  he  has  some 
time  off,  he  could  come  to  New  York 
and  secure  a  job  as  a  summer  trainee. 

—Alex  W.  Anthon\ 
New  York,  N.Yl 

Sir:  Judging  from  the  phone  calls  anc 
letters  I've  received,  the  whole  worlc 
must  read  Forbes. 

—Arthur  W.  Gutenber< 

Professor  of  Management 

Univ.  of  Southern  Cal 

Los  Angeles,  CaL 

A  Drop  Is  not  a  Loss 

Sir:  Borden's  chemical  and  fertilizei 
division  did  not,  as  stated  in  your  arti-i 
cle  "Say  'Cheese!'"  (Forbes,  Oct.  15} 
lose  "over  $3  million  in  1969."  On  thei 
contrary,  the  division  that  year  had  ar 
operating  income  of  $30,084,000. 

—Carlton  E.  Spitzei 

Vice  President,  Public  Affair.' 

Borden.  Inc 

Columbus,  Ohk 

In  editing,  a  decline  of  $3  millioi 
in  profits  incorrectly  became  a  loss— Ed. 

A  Rose  with  Thorns 

Sir:  One  of  the  main  pleasures  ii 
reading  Forbes  is  to  follow  the  tw ist? 
and  turns  of  Malcolm  Forbes'  uneas) 
love  affair  with  Richard  Nixon.  Mr 
Forbes  tries  so  hard  but  in  his  heart 
of  hearts  he  finds  the  object  of  his  af- 
fection basically  unlovable.  But  hopt 
for  love  springs  eternal.  So  it  was  witl 
more  than  the  usual  amusement  that  1 
read  "Smelling  Like  A  Rose"  (  Fact  i 
Comment.  Sept.  1).  Mr.  Forbes  conve- 
niently overlooked  the  facts  that  one  o! 
the  most  serious  stumbling  blocks  to  rap 
prochement  with  China  for  more  than  2( 
years  has  been  the  public  mouth  of  Rich 
aid  Nixon,  and  that  the  authority  usee 
by  Mr.  Nixon  in  his  recent  economic 
boldness  was  given  him  by  a  Democrat 
ic  Congress  over  his  objections  that  i 
was  authorit)  he  didn't  want,  didn'' 
need  and  wouldn't  use.  It  is  hardly  ; 
"venomous  cliche"  to  say  that  Nixon  i: 
now,  always  has  been,  and  always  wil 
be  purely  and  simply  an  opportunist. 

—George  M.  Josepi 
Portland,  Ore 
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Lebow  Bros.,  Inc 


'The  House  of 
Malcolm  Kenneth 


After  Six, 
Incorporated 


An  outfit  for  every  desire 

In  order  to  make  great  conquests  a  man  must  be  properly  armed. 
Now  there  is  a  company  that  supplies  all  the  weapons. 
Write  for  our  1971  Annual  Report,  After  Six  Incorporated,  Dept.  FB 
1290  Avenue  of  the  Americas,  New  York  City*%fty%y% 


22nd  &  Market  Streets,  Philadelphia,  Pa. 


►■Adventures  in  formal 
J\^and  normal  wear 


Dumont  Clothes,  Ltd 


Ramey-Tyson  Shirt  Corp 


Bert  Paley,  Ltd. 


Oscar  de  la  Renta 
Designs  for  Men 


Each  year, 
when  the  birds  fly  south, 
they  head  a  little  bit  east. 


Each  year  they  come.  Drawn  by  a  primeval  urge.  Following  an 
instinct  older  than  the  memory  of  man. 

Thrashers  and  flickers,  cardinals  and  wrens.  Gulls  and 
terns,  plovers  and  snipe.  Egret,  ibis,  osprey,  gannett;  over  two  hun- 
dred and  fifty  species  in  all. 

They  come. 

Back. 

Back  to  seashore  and  marshland  and  forest.  To  shadows 
and  silence.  To  sunshine  and  sanctuary.  Back  to  forty-five  square 
miles  of  island  just  off  the  southeastern  corner  of  South  Carolina. 
Back  to  Hilton  Head  Island. 

And,  here  on  historic  Hilton  Head  Island,  there  is  a  sanc- 
tuary for  people,  too.  Eight  hundred  and  fifty  acres  of  private  seren- 
ity known  as  Shipyard  Plantation. 

Shipyard  Plantation.  Edged  with  a  broad,  white  beach. 
Laced  with  woodlands  lush  and  undisturbed.  With  a  newly  com- 
pleted championship  golf  course.  With  an  Inn  and  a  tennis  club  and 
a  beach  club  on  the  way.  With  six  hundred  and  fifty  acres  reserved 
for  private  homes  and  condominiums;  and  a  way  of  life  that  seems, 
in  all  ways,  a  little  gentler. 

You  can  find  out  more  about  Shipyard  Plantation  home- 
sites  and  condominiums  by  writing  to  Charles  Rousek,  Vice  Presi- 
dent, The  Hilton  Head  Company,  P.O.  Box  1008,  Hilton  Head 
Island,  South  Carolina  29928.  Or  call  collect  (803)  785-3311. 

Come.  Head  south  and  veer  a  little  bit  east. 


Shipyard  Plantation  at  Hilton  Head  Island. 


(THIS  OFFERING  IS  NOT  AVAILABLE  TO  RESIDENTS  OF  STATES  WHERE  PROHIBITED  BY  LAW.) 


The  computers  that  help 

make  us  a  world  leader  in  aerospace 

also  make  us  a  nationwide  leader 
in  commercial  data  services. 


Like  many  major  aerospace  firms, 
we  have  a  substantial  investment  in 
data  processing.  But  we  use  our 
computers  for  more  than  aerospace 
programs  and  internal  business  needs. 
We  use  ours  to  generate  added  revenue 
and  growth.  □  Using  existing  knowledge  and 

hardware,  we 
diversified  into 
commercial  computer 
services  11  years 
ago.  Today  our 
McDonnell  Douglas  Automation  Company 
is  a  profitable,  full-service  computer  utility 
and  a  leader  in  this  growing,  multi-billion- 
dollar  industry.  Our  coast-to-coast  data 
centers  employ  some  3,000  data  specialists 
backed  by  $145-million  worth  of  computers. 
More  than  2,000  clients  have  used  our 
services.  □  Developing  new  markets  for 
in-house  capabilities  is  a  traditional  way  of 
growth  at  McDonnell  Douglas. 


For  example,  by  adding  new  ideas  to 
existing  technology  we  are  offering  EROS, 
the  first  practical  aircraft  collision  avoidance 
system.  □  An  important  side  of  our  military 

aircraft  market  is  the  C-9 
"flying  hospital  ward". 
It's  a  direct  outgrowth  of 
our  successful  DC-9 
commercial  jetliner. 
□  We  use  proven  talents  and  techniques  to 
promote  our  growth  in  space,  too.  We're 
converting  our  Saturn/Apollo  S-IVB  stage 
into  NASA's  Skylab,  an  Earth-orbiting, 
scientific  workshop  scheduled  for  launch  in 
1973.  □  If  our  computers,  or  our  array  of 
plants,  programs  and  people  don't  separate 
us  from  other  aerospace  companies,  the 
way  we  use  these  resources  does.  To  find 
out  how,  write  Annual  Report,  Box  / 

14526,  St.  Louis,  Missouri  63178.  /^*S/ 
MCDONNELL  OOUGLXkS  >4 


McDonnell  Douglas  Auk  nation  Compan 
serves  clients  in  cities  throughout  the  United  States  Is 

via  remote  terminals  and  a  network  of ':;% 

special  data  transmission  circuits 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CONNALLY 

And  not  just  from  our  foreign  friends  who  are  torn  be- 
n  ant;er  and  anguish  and  venting  both  over  the  rough 
no-nonsense  Administration  measures  to  reverse  our  un- 
supportable  trade  imbalance. 

[ncreasingly,  since  the  imposition  d  the  10%  import 
surtax  and  the  projected  7%  Buj  \merican  investment  tax 
credit,  people  and  periodicals  here  have  been  expressing 
qualms  that  these  measures  have  gone  too  far;  that  they 
are  overkill,  that  we  cannot  "get  away  with  it";  that 
the  results  will  be  depression  in  Europe  and  a  sunder- 
ing of  our  close  Japanese  relations;  that  we  will  suffer 
direly  as  well  as  the) 

Treasury  Secretary  Connally's  reported  jut-jawboning 
:hat  we  mean  business  has  been  widely  reported  in  a 
W8)  that  suggested  he  was  undiplomatic  and  that  he 
ruffled  feelings.  Now  while  French  may  be  the  language 
if  diplomacy,  on  the  tongues  of  Frenchmen  it's  used  to 
XHivey  the  French  viewpoint  with  about  as  much  rude- 
iess  and  arrogance  as  any  people  could  display  in  any 
:ongue.  So  if  Connally  came  even  close  to  being  equal 

WHO'S  ON   FIRST  IN 

A  couple  of  weeks  ago  my  wife  and  I  had  the  im- 
jressive  pleasure  of  attending  a  White  House  State  dinner, 
omplete  with  ruffles  by  the  Marine  Coips,  truffles  by  the 
net  corps  and  a  bevy  of  violins  by  the  Army  Corps, 
ilaying  assorted  Yugoslavian   airs. 

But  the  thing  that  intrigued  me  most  was  vyho  sat  where 

n  relation  to  the  salt.  Dr.  Kissinger,  just  back  from  China 

jmd   looking   as   though  he'd   suffered   a   sleep   gap,   was 

I  much  nearer  the  bottom  of  the  table  at  which  I  sat  than 

Don   Rumsfeld.    Mr.   Rumsfeld  was  right  up  there  near 


UNDER   SIEGE 

to  the  French  in  brusqueness,  we  should  be  glad,  not 
apologetic. 

But  I  too  was  getting  uneasy  that  we  are  catapulting 
the  free  World  into  protectionism  and  isolationism,  that 
much  of  our  troubles  in  our  trade  imbalance  were  our 
own  fault. 

That  is,  until  I  read  the  remarks  by  General  Electrics 
brilliant  and  able  (those  virtues  are  not  often  paired) 
Fred  Borch.  He  succinctly  and  factually  disposes  of  some 
of  the  criticisms  of  the  Connally-Administration  program 
now  gaining  wide  currency.  He  makes  a  compelling  case 
for  the  course  we  are  now  pursuing  and  he  makes  it  "as 
one  who  has  his  own  serious  responsibilities  to  General 
Electric  employees  and  shareowners,  and  who  feels  very 
strongly  about  the  very  formidable  barriers  to  free,  fair 
trade  that  are  being  raised  in  the  world  today,  and  who 
believes  that  trade  cannot  long  remain  'free'  unless  it  is 
also  fair." 

The  Borch  analysis  begins  on  page  27.  Read  it  and 
know  more  than  you  did. 

WASHINGTON— TODAY 

Martha  Mitchell  and  President  Tito. 

And  if  you're  wondering  who  Mr.  Rumsfeld  is  that  he 
seemed  to  outsit  Dr.  Kissinger,  so  was  I. 

And  the  answer  lies  in  the  answer— he  will  run  the  new 
Cost   of   Living   Council. 

So  I  guess  election  issue  priorities  outrank  protocol  in 
determining  who's  nearest  the  salt.  Someone  down  there 
thinks  that  the  state  of  the  economy  next  November  might 
have  more  to  do  with  election  results  than  China. 

And,  you  know,  they're  apt  to  be  right. 
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GREAT 

Most  standard  among  the  fulsome  phrases  always  used 
by  politicians  while  introducing,  nominating,  saluting 
and  sanitating  one  another  is  the  phrase  "Great  American." 

But  there  really  are  some,  and  a  truly  Great  among 
them  is  David  Lawrence.  One  of  this  veteran  journalistic 
gentleman's  extraordinary  accomplishments  is  U.S.  News 
&  World  Report,  which  weekly  keeps  the  Informed  in- 
formed with  lively  and  comprehensive  editorial  vitality. 

During  much  of  my  father's  lifetime  David  Lawrence's 
lucid  commentary  enlightened  and  influenced  the  coun- 
try, and  he  has  continued  to  do  so  to  this  day. 

Often  on  one  specific  issue  or  another  you  and  I  might 
differ  with  his  view,  but  for  four  decades  everyone  di- 
recting or  concerned  with  events  of  our  time  has  bene- 
fited from  his  being  and  saying. 

I  was  reminded  of  this  by  something  that  appeared 
last  June  in  "Tomorrow,"  a  regular  feature  of  U.S.  News 
&  World  Report: 

".  .  .  Nor  does  notion  sit  well  that  U.S.  has 
passed  its  glory,  is  collapsing  as  a  power  on  the 
world  stage.  Critics  overlook  many  dynamic 
sources  of  real  and  lasting  U.S.  strength.  No  na- 


AMERICAN 

tion  comes  close  to  industrial  might  of  U.S.,  its  re- 
markable farm  productivity,  its  technical  know- 
how.  Output  of  this  nation  still  is  equal  to  com-   - 
bined  total  of  next  four  leaders:   Russia,  Japan, 
West  Germany  and  France. 

Visitors  find  other  sources  of  vitality.  Europe, 
as  they  describe  it,  is  complacent,  ignores  big-city 
problems  of  congestion,  crime,  pollution. 

U.S.  is  unhappy  about  all  these  things,  is  strag- 
gling to  cure  its  ills. 

Then  look  ahead:  Population  of  the  country  is 
growing  younger,  better-educated,  less  provincial. 
Too:  America,  promising  newcomers  a  share  in 
the  highest  personal  income  of  any  nation  in  his- 
tory, attracts  more  immigrants  than  any  other 
place  on  earth.  That's  another  source  of  future 
vitality. 

Troubles  in  U.S.?  Sure.  But  it's  a  mistake  to  get 
carried  away  by  gloom." 
David  Lawrence  didn't  write  that. 

Perhaps  much  more  important,  he  inspired  and  pub- 
lished it. 


AMTRAK:   HOW  MUCH 

Recently,  that  almost  too-bright,  two-fisted  dynamo, 
Ben  Heineman,  creator  of  Northwest  Industries,  joined 
some  of  us  here  for  luncheon  and  there  wasn't  a  dull 
moment  from  the  fust  hello  to  the  carside  goodbye.  These 
editorial  backgrounders  of  Forbes'  editors  with  the  coun- 
try's foremost  CEOs  are  off-the-record.  But  on  one  of  the 
many  topics  Mr.  Heineman  covered  with  witty  incisive- 
ness— Amtrak— we  asked  if  we  could  quote  him  in  the 
Amtrak  story  (see  p.  34)  and  he  said  sure. 

As  he  points  out,  "Amtrak  is  a  sentimental  excursion  into 
the  past  for  legislators  over  50.  The  trouble  is  it's  not 
going  to  be  at  an  excursion  rate."  He  made  it  very  clear 
he  was  not  discussing  the  important  part  rails  play  in 
commuter  service,  but  was  emphatic  in  stating  that  the 
only  area  in  the  U.S.  that  intercity  rail  passenger  service 


FOR  A  HOPELESS  CASE? 

would  have  any  chance  to  be  self-supporting  was  the 
Boston-New  York-Washington  main  line. 

A  few  days  later  I  was  talking  about  his  observations 
with  Louis  Menk,  one  of  the  few  very  successful  railroad 
CEOs,  about  Amtrak  and  he  said,  "The  long-distance 
passenger  train  is  in  the  same  position  now  as  the  stage- 
coach once  was  to  railroading;  it  is  time  to  let  it  die  an 
honorable  death."  As  the  pilot  of  the  very  successfully 
merged  Burlington  Northern,  he  too  knows  what  he  is 
talking  about. 

Right  now  Amtrak's  deficit  per  train  is  larger  than  ever 
before  and  it's  got  nowhere  to  go  but  up.  Railroad  buff 
nostalgia  costing  $150  million  to  $200  million  a  year  is 
pretty  expensive  when  there  happen  to  be  a  couple  of 
more  pressing  national  needs  in  need  of  federal  funds. 


Lots  of  us  occasionally  awaken  in  the  dark  and  our 
minds,  such  as  they  are,  turn  a  bit  before  sleep  returns. 
Thoughts  that  should  have  occurred  in  daylight  of  things 
that  should  have  been  done  or  should  be  done  come  to 
mind  but  lade  away  again  when  sleep  returns. 

In  the  i  of  married  life  I  used  to  snap  on  the 

li«lit  and  mak  In  latter  years,  wifely  tolerance  for 

interrupting  li  >  upon  the  interruption  of  my  own 


ENLIGHTENED  POINT 

grew  less  and  I  tried  writing  out  these  little  gems  in  the 
dark.  If  you  want  to  see  a  rough  draft  for  a  Pollock 
painting,  try  that  some  time. 

Then  came  the  answer— a  ball-point  pen  that  at  the  press 
of  a  thumb  lights  a  tiny  light  at  the  tip  so  you  can  see  to 
write  without  disturbing  a  sleeping  wife. 

An  inventive  little  thing  like  that  helps  save  things  like 
thoughts  and  marriages. 


SO 

Cliches  are  because  they're  so. 
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ACTUARIES  TAKE  NOTICE 

Failing  to  five  causes  more  deaths  than  living  to  the  full. 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 


GENERAL  ELECTRIC  CHAIRMAN  FRED  BORCH  LAYS  IT  ON  THE  LINE 


(In  a  recent  speech  to  the  Economic  Club  of  Detroit.) 


One  must  approach  a  subject  of  such  seriousness  as  the 
L'nited  States'  foreign  economic  posture  with  a  certain 
amount  of  disclaimer.  I  should  say  at  the  outset  that  I 
do  not  claim  expertise  on  extractive  materials  or  agricul- 
ture; rather,  I  speak  to  you  from  the  viewpoint  of  a  man- 
ufacturer with  operations  in  most  of  the  major  countries 
of  the  world,  and  with  several  hundred  millions  of  exports 
to  those  countries.  Events  in  international  trade  have 
been  particularly  disappointing  to  one  who  represents  a 
company  that  has  consistently  favored  com- 
merce between  countries  with  a  minimum 
of  restrictive  barriers  and  protectionist 
measures  We  probably  coined  the  expres- 
sion, "free,  fair  trade,"  many  years  ago, 
though  I  am  not  sure  of  that.  But  we  still 
believe  in  that  objective  for  the  U.S.  and 
its  trading  partners,  and  are  disturbed  to 
note  how  far  the  trading  nations  of  the 
world  have  drifted  from  trade  that  is  both 
free  and  fair. 

I  must  apologize  for  the  fact  that  I  am  go- 
ing to  use  a  lot  of  numbers  in  this  talk,  but 
I  see  no  alternative  when  I  find  that  intelli- 
gent men  on  both  sides  of  both  oceans  have 
been  discussing  the  United  States'  trade 
situation    with    more    emotion    than    facts. 

One  of  the  numbers  that 
has  been  flashing  a  red  alert 
for  some  time  now  is  the  U.S. 
trade  balance  with  other 
countries.  Obviously,  it  the 
United  States  is  going  to 
have  any  kind  of  equilibrium 
in  our  balance  of  payments 
ilot  to  have  a  trade  and 
moestment  balance  sufficient 
to  cover  all  the  other  imbal- 
ances  that  spring  from  mili-         

tan,       expenditures      abroad, 

I  S  tourists  abroad,  foreign  economic  aid,  and  so  on. 
An  obviously  unacceptable  alternative  would  be  to  re- 
sign ourselves  to  the  fact  that  our  favorable  trade  bal- 
ance can  never  be  restored,  and  then  restrict  foreign  travel, 
foreign   investment,   imports  and  foreign  aid   accordingly. 

So,  let  us  look  at  our  trade  balance.  As  you  know,  the 
U.S.  trade  surplus  declined  from  some  $7  billion  in  1964 
to  approximately  $2  billion  last  year.  As  of  August  1971 
our  cumulative  current  trade  balance  was  in  deficit  for  the 
fifth  consecutive  month,  and  totalled  almost  SI  billion  in 
the  red.  If  we  wind  up  with  a  negative  balance  for  the 
year,  it  will  be  the  first  time  since  1893. 

Now,  let's  cover  the  subject  of  our  private  investments 
balance  offshore.  We  have  all  heard  that  American  in- 
vestments offshore  are  having  a  dire  effect  on  the  U.S. 
balance  of  payments— let's  take  a  look.  In  1964  the  direct 
private  investment  by  U.S.  companies  offshore  reached  a 
cumulative  total  of  $47  billion;  investment  during  the  year 
was  S2.3  billion,  while  income  returned  from  this  invest- 
ment was  $4.7  billion— or  about  twice  the  annual  capital 
outflow.  In  1970  the  cumulative  total  reached  $69  billion; 
the  outflow  for  the  year  of  our  direct  investments  abroad 
was  $4.4  billion  while  the  return  on  this  investment  to  the 
U.S.  was  $7.9  billion! 

Now,  if  we  take  the  overall  commercial  picture— the 
combination  of  trade  and  return  on  investment— we  find 
that,  in  1964,  the  return  on  investment  comfortably  sup- 


"Today's  sound  and  fury  [on  the 
10%  surcharge]  absolutely  fascinates 
me  as  a  manufacturer  who  has  spent 
many  years  trying  to  scale  the  im- 
port tax  walls  of  other  countries." 


plemented  a  substantial  trade  balance  in  holding  down 
claims  against  the  dollar;  today  return  from  investments  is 
our  last  remaining  positive  item  of  significance. 

Labor  officials,  and  others,  who  wax  rhetorical  about  the 
dire  effects  of  U.S.  foreign  investments  on  the  U.S.  bal- 
ance of  payments  and  U.S.  jobs  should  look  at  these  fig- 
ures, which  show  that  as  our  trade  balance  deteriorated 
rapidly,  the  return  from  our  foreign  investments  acceler- 
ated—and a  good  thing  it  did,  otherwise  the  dollar  would 
be  in  a  lot  worse  shape  than  it  is  today. 
And  then  they  should  go  behind  the  num- 
bers to  find  out  why  it  was  necessary  to 
make  these  investments  in  the  first  place. 

So  in  spite  of  the  rhetoric  on  both  sides 
of  both  oceans  having  to  do  with  the  dirt- 
effects  of  U.S.  private  investments  offshore 
on  our  balance  of  payments,  the  figures 
show  that  much  of  this  is  "hogwash"— or 
in  more  polite  terms,  let  us  tag  it  as  "False 
Rhetoric  No.  1."  We  are  thus  drawn  to  the 
conclusion  that  the  real  problem  with  the 
dollar  and  the  U.S.  balance  of  payments  is 
the  drastic  slippage  in  our  trade,  and  that's 
what  we  should  be  discussing. 

Which  brings  us  to  our  second  point: 
Why  the  drastic  change  in  our  trade  bal- 
ance? Again,  we  are  told  on 
both  sides  of  both  oceans 
that  it's  because  of  U.S.  in- 
flation, that  we  should  get 
our  own  house  in  order.  Let's 
take  a  look. 

This  is  what  happened  to 
domestic  consumer  price  lev- 
els in  major  industrial  coun- 
tries between  1964  and  1970. 
In  the  U.S.  the  domestic  con- 

sumer   price   index   rose   25% 

from  1964  to  1970.  Let's  ad- 
mit that's  bad.  But  let's  take  a  look  at  what  happened  to 
each  of  our  major  trading  partners:  Japan,  40%;  France, 
27%;  Germany,  17%;  Italy,  21%;  U.K.,  31%-a  range  of  from 
17%  to  40%,  with  only  Germany  appreciably  below  our 
25%.  And  none  of  these  countries  had  their  Vietnams,  and 
its  inflationary  impact. 

From  which  the  conclusion  can  reasonably  be  drawn 
that  inflation  is  not  the  main  cause  in  the  reversal  of  the 
U.S.  trade  balance.  Everyone  had  inflation,  but  not  every- 
one had  trade  balance  problems  to  the  same  degree.  Let's 
tag  this  one  as  "False  Rhetoric  No.  2." 

So  then  what  is  the  cause  of  the  massive  change  in  our 
trade  balance?  Well,  of  course,  then  it  must  be,  according 
to  our  concerned  friends  on  both  sides  of  the  oceans,  U.S. 
productivity,  or  the  lack  thereof,  that  is  the  culprit.  And, 
we  must  admit,  at  first  glance  they  could  be  right.  In  the 
U.S.,  productivity— in  terms  of  output  per  man-hour— in- 
creased 14%  between  1964  and  1970.  Among  our  major 
trading  countries  the  increase  ranged  from  22%  in  the  U.K. 
to  99%  in  Japan. 

So,  it  is  certainly  true  that  output  per  man-hour  in  other 
countries  has  grown  much  more  rapidly  than  in  the  U.S. 
in  recent  years.  It  should!  All  other  industrial  countries 
have  much  greater  incentives  to  modernize  their  manu- 
facturing facilities  to  increase  productivity— via  their  tax 
structures,  such  as  our  pre-1969  investment  tax  credit  of 
7%,  much  more  rapid  depreciation  for  tax  purposes,  and  so 
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>rth.  The  disadvantage  under  which  our  manufacturing 
industries  have  operated  since  1968  in  this  respect  is  clear- 
ly illustrated  by  the  fact  that  the  U.S.  rules,  until  very 
recently,  allowed  an  average  tax  cost  recovery  of  under 
8%  in  the  first  year,  as  compared  with  an  average  of  32% 
for  the  five  countries  mentioned;  34%  for  us  vs.  63%  for 
them  at  the  end  of  three  years;  and  66%  for  us  compared 
to  93%  for  them  at  the  end  of  seven  years. 

These  tax  cost  recovery  allowances  are  typical  of  the  in- 
centives offered  in  other  countries  for  the  purpose  of  in- 
creasing productive  investment.  So,  in  view  of  our  national 
interest,  it  is  pertinent  to  ask  why  other  industrial  coun- 
tries have  done  these  things:  Certainly  not  to  give  a  "bo- 


"We  are  told  .  .  .  get  our  own  house  in  or- 
der. [But]  in  the  U.S.  the  consumer  price 
index  rose  25%  from  1964  to  1970; 
in  Japan  40%;  France  27%;  Germany 
17%;   Italy  21%;    U.K.   31%.   .   .   ." 


nanza  to  business,"  as  critics  of  President  Nixon's  proposals 
have  contended,  but  to  improve  productivity,  strengthen 
and  grow  their  economies,  and  thereby  maintain  a  fuller 
level  of  employment. 

And  it  is  appropriate  to  note  that  the  pending  invest- 
ment tax  credit  of  7%,  if  passed  by  Congress  together  with 
a  cutback  in  ADR,  as  seems  most  likely  at  the  moment, 
will  still  leave  us  well  short  of  equality  with  other  coun- 
tries in  this  regard. 

So  on  this  subject,  we  can  now  say,  well  we  probably 
have  the  answer  then;  productivity  has  gone  much  faster 
for  them  than  it  has  for  us.  But  before  we  accept  that, 
let's  take  a  further  look  at  what  really  counts,  namely, 
unit  labor  costs  in  manufacturing,  which  are  a  combined 
measure  of  output  and  total  employment  costs. 

It  will  come  as  no  surprise  that  our  wage  and  salary  costs 
have  been  going  up  at  a  rate  that  exceeds  productivity— be- 
tween 1964  and  1970  unit  labor  costs  in  the  U.S.  rose  by 
nearly  20%,  much  of  the  rise  occurring  during  1969-70. 

Surely  the  other  industrialized  countries  haven't  experi- 
enced this  sort  of  situation— or  have  they?  Well,  it  comes 
down  to  this:  Italy  is  very  close  to  our  20%  increase  in 
these  costs;  France  is  marginally  lower  at  about  16%  and 
Japan— a  circumstance  I'll  get  to  in  a  moment— is  recog- 
nizably lower  at  a  12%  unit  labor  cost  increase.  But  [look 
at]  two  of  our  biggest  trading  partners:  Germany,  26%;  and 
Britain,  almost  33%— all  markedly  higher  than  the  U.S. 

I  should  emphasize  that  these  costs  are  stated  in  terms 
of  national  currencies  rather  than  U.S.  dollars,  thus  elim- 
inating the  distortions  of  revaluations  both  up  and  down 
that  have  occurred  in  these  countries. 

Now,  a  word  on  Japan.  The  big  divergence  really  oc- 
curs in  1969  and  1970,  when  our  own  unit  labor  costs 
shot  up.  Before  that,  Japanese  unit  labor  cost  rises  paral- 
leled ours.  Despite  this  generally  comparable  unit  labor 
cost  picture  foi  the  Japanese,  they  nevertheless  turned 
around  our  two-way  trade  to  their  advantage  by  1965. 

Thus,  the  differences  in  unit  labor  cost  trends  do  not 
seem  to  account  for  the  massive  change  in  our  U.S.  trade 
balance,  and  to  tag  U.S.  productivity,  or  the  lack  thereof, 
it  would  seem  to  qualify  as  "False  Rhet- 
oric No.  3."  At  this  point,  we  can  then  suggest  that  as  bad 
as  inflation  is.  as  bad  as  our  productivity  fall-off  is— both 
for  our  domestic  economy  and  for  all  of  our  citizens— 
neither  is  the  main  cause  for  our  trade  imbalance. 


So  then  we  come  down  to  the  core  of  the  problem: 
What  is  the  real  reason  for  the  serious  U.S.  trade  situation? 
It  is  my  thesis,  as  a  manufacturer,  that  it  boils  down  to  the 
fact  that  other  countries  have  placed  international  trade  as 
a  top  national  priority  and  have  adopted  structural  pol- 
icies to  promote  their  trade  balances  and  their  balance,  of 
payments.  The  success  of  these  policies  is  reflected  in  the 
degree  to  which  they  have  been  able  to  shield  their  export 
prices  from  the  inflation  in  their  domestic  economies. 

Thus,  in  the  U.S.,  the  export  price  index  has  almost  kept 
pace  with  the  domestic  price  index  from  1964  to  1970— 
namely  a  25%  rise  domestic  and  20%  rise  export— for  a 
spread  of  5  points".  But  the  rise  in  export  indices  of  all  but 
one  of  the  other  countries  doesn't  begin  to  approach  the  rise 
in  their  domestic  indices  during  this  period.  In  Italy,  for  ex- 
ample, the  domestic  price  index  rose  21%  while  the  export 
price  index  rose  only  9%— a  spread  of  12  points.  In  Japan 
the  spread  is  32  points.  In  France  and  England  (both  de- 
valued their  currencies— thus  lowering  the  price  of  their  ex- 
ports) we  see  spreads  of  19  and  21.  And  only  Germany  (as 
a  result  of  upvaluation)  kept  her  spread  to  3  points.  So, 
we  have  the  U.S.  at  5  points,  and  the  five  others  ranging  | 
from  3  to  32. 

How  could  they  thus  insulate  their  export  pricing  from 
their  domestic  economies?  Let  me  suggest  at  least  three 
reasons. 

First,  they  had  the  freedom  to  devalue  their  currencies 
when  their  trade  and  their  balance  of  payments  got  in  trou- 
ble. Both  England  and  France  took  advantage  of  this  abil- 1 
ity  to  devalue  over  the  last  several  years  with  the  result  that  i 
their  export  prices  were  reduced  and  their  import  prices  > 
increased.  Meanwhile,  for  good  technical  reasons  under! 
the  International  Monetary  Fund,  the  U.S.  was  unable  to 
institute  similar  compensatory  competitive  steps.  So  here 
we  have  one  major  reason  some  of  the  other  countries  have 
been  able  to  offset  then  inflation  and  increased  unit  labor  i 
costs  whereas  we  have  not  been  able  to. 

By  the  same  token,  a  number  of  other  countries  with  con- 
sistently favorable  balances  have  not  done  the  reverse  to 


".  .  .  Unit  labor  costs  in  the  U.S. 
rose  nearly  20%.  Italy  is  very 
close  to  20%  ;  France  16%;  Japan 
12%  .  .  .  but  Germany  is  26% 
and  Britain  almost  33%.  As  bad  as 
inflation  is,  as  bad  as  our  produc- 
tivity fall-off  is,  neither  is  the  main 
cause  for  our  trade  imbalance." 


the  degree  they  should  have;  namely,  revalued  upwards, 
notably  Japan.  With  this  picture,  I  would  give  high  marks 
to  the  Administration  for  its  current  emphasis  on  upvaluing 
other  currencies  and  cutting  loose  from  gold. 

The  second  structural  reason  they  could  maintain  the 
differential  between  their  export  prices  and  their  domestic 
prices— in  favor  of  their  exports— is  that  they  have  been  very 
careful  to  protect  those  domestic  industries  that  they  con- 
sider important  to  their  economy,  or  to  their  employment, 
from  what  they  consider  might  be  disruptive  imports.  Let 
me  give  two  examples,  among  many,  of  how  this  is  done. 

The  first  example  is  the  allocation  of  the  available  business 

by  their  government  procuring  agencies  to  their  domestic 

(Continued  on  page  111) 
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The  Gulf  can  be  a  lonely  place. 
we're  there  because  thatis  where 
the  gas  is. 


Eons  ago,  a  treasure  of  mineral  riches  was  trapped 
under  the  floor  of  the  Gulf  of  Mexico.  We're  interested  in 
the  natural  gas. 

Recently,  we  joined  forces  with  several  producers 
to  explore  and  develop  potential  well  spots  in 
the  Gulf  of  Mexico. 

If  the  area  turns  out  to  be  as  rich  in  natural  gas 
reserves  as  we  think  it  is,  we'll  sink  more  wells.  And  build 
more  pipelines  to  bring  that  gas  to  energy-hungry 
Mid-America. 

We  supply  Chicago  and  most  of  the  Midwest  with 
natural  gas.  Demand  for  gas  energy  has  mushroomed  in 
Mid-America.  It  has  increased  so  much  there's  actually 
a  supply  squeeze. 

That's  why  we're  in  the  Gulf  of  Mexico.  In  Western 
Canada.  And  in  the  Southwest  U.S.  To  obtain  the  gas 
to  beat  that  squeeze. 

We'll  go  far,  wide  and  deep  to  obtain  gas. 
That's  our  job. 


we're  finding  answers. 
Everyday. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 

Natural  Gas  Pipeline  Company  of  America 


The  Spirit  of  76  is  working  across  America. 


gmg  ago,  \\e  realized 
haying  a  locomotive 
uild  bear  the 


>,  \\  e  realized  strength  and  values. 

ng  a  kVconiotiye  In  addition,  it  provided  an 

opportunity  to  respond  to 
President  Nixon's  call  for  the 

:\  ed  this  Offered       support  and  participation  of 

American  industry  in  observing 

in  t  he  principles       our  nation's  Bicentennial. 

$  cut  erprise  Today  Seaboard  G>ast  Line 

.is  country  its  locomotive  number  1 776  is  a 


working  part  of  the  railroad  fleet, 
hauling  vital  goods  in  the  tradition 
that  helped  build  America. 

But  its  greater  destiny  is  as 
a  symbol  oi  patriotism  that  will 
proudly  fly  its  colors  across  , 
the  nation,  calling  on  all 
industry  to  join  in  the       sea 

Sl-lin'f  <^f  '7/^  COASTLINE 

OpintOI     IK).  RAILROAD 


Forbes 


Overstaying  His  Time? 

One  of  the  shrewdest  men  in  American  business,  Occidental  Petroleum's 
Armand  Hammer  seems  to  be  making  one  of  the  most  elemental  mistakes. 


It's  an  all-too-familiar  partem:  A 
rugged  man  with  a  powerful  vision 
takes  a  little  business  and  builds  it 
into  a  great  corporation.  But  the  urge 
for  power  that  made  him  great  tends 
finally  to  undermine  his  judgment. 
He  grows  old  but  refuses  to  let  go 
the  reins.  Able  men  come  to  the  com- 
pany but  depart,  frustrated.  The  ag- 
ing tycoon  undercuts  and  bypasses 
his  executives  out  of  fear  of  losing 
control.  Business  history  is  full  of  such 
eases:  Ford  Motor  and  Montgomery 
Ward  were  the  classics. 

Is  Armand  Hammer  slipping  in  that 
direction?  Certainly  the  revolving 
door  has  been  very  busy  recently  at 
Hammer's  Occidental  Petroleum  Corp. 
in  Los  Angeles.  In  the  last  two  years, 
OXY's  top  management  has  been  gut- 
ted of  some  of  its  best  talent. 

Last  month  Executive  Vice  Presi- 
dent E.F.  (Bud)  Reid,  a  very  key 
man,  quietly  packed  his  papers  and 
left.  Typically,  there  was  only  a  very 
small  announcement— a  month  after 
he  quit.  Others  have  left  with  no  pub- 
licity. All  told,  since  1968  no  fewer 
than  11  key  officers  and  directors 
have  left  Occidental. 

Ex-OXY  officers  are  reluctant  to  talk 
tor  attribution.  The  company  itself, 
through  spokesmen,  insists  that  each 
departure  was  a  separate  case  and 
that  several  involved  incompetence. 
Nevertheless,  those  among  the  depart- 
ed who  will  talk  make  no  secret  of 
what  they  think  is  wrong:  Armand 
Hammer,  aging  but  as  self-confident 
as  ever  at  73,  still  acts  the  undisputed 
and  undisputable  boss.  He  is  trying  to 
run  the  troubled  giant  the  same  way 
he  ran  it  when  it  was  rising  from  a 
$4-million  (revenues)  company  to  a 
S2.4-billion  one  in  the  unbelievable 
span  of  only  nine  years. 

Hence  the  departures.  Preceding 
Reid  through  the  door  was  Thomas  F. 
Willers,  who  had  done  a  brilliant  job 
of  running  Hooker  Chemical  before 
OXY  acquired  it  in  1968.  Willers  be- 
came president  of  OXY  shortly  after 
the  merger  and  was  vice  chairman 
when  he  walked  out  last  month. 

Another  significant  departure  was 
that   of   Claude   Geismar,    the    savvy 


Diehard.  In  losing  Executive 
Vice  President  E.F.  (Bud)  Reid, 
Armand  Hammer  (above)  lost 
a  key  OXY  man.  Reid  and 
his  father  brought  in  many 
early  OXY  producing  wells, 
sold  OXY  their  drilling  com- 
pany and  today  own  near- 
ly   800,000    OXY    shares. 


head  of  foreign  marketing  and  a  di- 
rector. Some  of  the  others:  Ben  C. 
Deane,  a  director  and  respected  Cal- 
ifornia real  estate  developer  who  ran 
the  OXY  real  estate  division;  Deane's 
successor,  Lawrence  Kagan;  Walter  R. 
Davis,  a  director  and  head  of  the 
Permian  Corp.,  OXY's  domestic  crude 
oil  marketing  arm;  R.  Wolcott  Hooker, 
an  OXY  director  and  member  of  the 
Hooker  Chemical  family;  F.  Leonard 
■  Bryant,  an  OXY  director  and  Hooker 
chairman;  Eberhard  P.  Deutsch,  a 
director;  Charles  C.  Hornbostel,  vice 
president  and  treasurer  of  OXY. 

Right   up   to    1969,    Hammer   was 


himself  chief  executive  and  chief  op- 
erating officer.  He  still  holds  the  for- 
mer title,  making  him  unquestionably 
one  of  the  oldest  CEOs  of  any  major 
U.S.  corporation.  The  title  of  chief  op- 
erating officer  he  passed  on  to  Wil- 
liam Bellano,  who  came  with  Island 
Creek  and  succeeded  Tom  Willers  as 
president  in  1970;  but  it's  a  question 
whether  any  real  authority  went  with 
the  title.  Says  one  former  officer: 
"Hammer  simply  hasn't  developed  a 
second  team— an  orderly  line  of  suc- 
cession. His  way  of  running  OXY  is  a 
great  way  to  run  a  small  company- 
look  at  his  results  on  the  way  up. 
But  OXY  is  a  $2.4-billion  company 
now  with  33,000  employees.  You  just 
can't  do  it  this  way  anymore."  As  one 
OXY  man  explained:  Everyone  who 
left  OXY  experienced  a  "long  series  of 
hassles  with  the  Doctor." 

Look  Ma,  No  Oil 

Clearly,  these  animosities  couldn't 
have  surfaced  at  a  worse  time.  Lib- 
ya's extremist  military  junta  has 
squeezed  most  of  the  profit  out  of  the 
company's  oilfields  there.  In  1969,  45% 
of  OXY's  net  income  came  from  Lib- 
yan production;  in  the  first  quarter  of 
1971,  only  30%.  Moreover,  by  about 
1980  OXY  won't  have  any  more  Lib- 
yan oil.  Exploration  is  under  way  in 
Venezuela  and  Peru;  Venezuela  might 
be  good  for  200,000  barrels  per  day 
soon.  Production  from  a  politically 
volatile  Peru  is  far  ahead  and  po- 
tentially very  expensive. 

Meanwhile,  other  operations  are 
suffering,  too.  A  worldwide  glut  of 
sulphur— which  OXY  gets  as  a  by- 
product of  natural  gas  processing- 
has  depressed  prices  and  hurt  earn- 
ings of  OXY's  Jefferson  Lake  Sulphur 
subsidiaries.  Hammer's  critics  say  he 
is  draining  Hooker  Chemical  of  bad- 
ly needed  expansion  capital  to  provide 
oil  and  gas  exploration  money  for 
the  parent. 

Coal  operations,  too,  are  off  for 
1971.  Real  estate  activities  have  been 
sharply  reduced  (Forbes,  Nov.  1). 
For  the  first  quarter  of  1971,  53%  of 
OXY's  income  came  from  internation- 
al marketing  and  refining,  which  in- 
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eluded  chartering  OXY's  fleet  of  43 
tankers.  But  tanker  rates  plunged  late 
this  spring.  By  the  third  quarter 
OXY  was  $8.5  million  in  the  red- 
its  first  loss  since  1960.  With  a  poor 
fourth  quarter  expected,  OXY  will  be 
lucky  to  net  75  cents  a  share  for 
1971,  down  from  $3  in  1969.  OXY 
stock,  at  55  in  mid-1968,  dropped  to 
12  this  October,  and  at  recent  quo- 
tations was  under  14. 

Rising  Stars 

As  others  have  left  OXY,  at  least  two 
officers  have  apparently  risen  in  pow- 
er and  prestige.  One  is  vice  president 
Thomas  Wachtell,  43,  Hammer's  per- 
sonal assistant  and  confidant.  It  is  no 
secret  that  Wachtell  has  the  boss'  ear. 

The  other  rising  star  in  the  com- 
pany is  Dorman  L.  Commons,  53, 
OXY's  chief  financial  officer.  Commons 
joined  OXY  in  1964  after  17  years 
with  Douglas  Oil  Co.  "Dorman  Com- 
mons," says  one  former  associate,  "is  a 
very  smart  financial  man,  is  highly 
respected  in  the  banking  community 
and  wants  to  be  president  of  Occiden- 
tal more  than  any  man  I  know.  He 
must  dream  about  it."  A  few  years 
ago,  ex-OXY  men  say,  that  would 
have  been  difficult  because  Hammer 
didn't  like  Commons'  often  opposing 
viewpoint  on  OXY  matters.  But  Com- 
mons is  close  to  Wachtell  and  now, 
with  money  short  and  OXY  pulling  in 
its  horns,  things  have  changed.  Com- 
mons recently  became  a  director.  His 
role  has  been  growing. 

In  March  1971  the  Securities  &  Ex- 
change Commission  charged  OXY 
with  falsely  reporting  $43  million  in- 
come on  some  land  and  coal  deals  in 
1969  and  1970.  OXY  entered  a  con- 
sent judgment.  But  its  credibility  in 
the  financial  community  suffered 
greatly.  When  OXY  prepared  to  float 
a  $125-million  debenture  issue  last 
June,  many  observers  felt  the  compa- 
ny couldn't  do  it.  But  Commons 
worked  hard  and  the  issue  went  out, 
and  the  25-year  convertible  issue  was 
used  to  refinance  short-term  debt— 
and  at  7!,'?. 

No  one  doubts  either  Commons'  or 
Wachtell's  abilities.  But  they  are  not 
operating  men.  There  seems  to  be  a 
gap  in  OXY  leadership  at  a  time  when 
OXY  can  least  afford  it.  OXY  vigorous- 
ly denies  that  there  is  any  such  gap. 
"We  have  33,000  employees,"  says  a 
spokesman,  "and  that  includes  a  good 
many  good  executives  to  replace  the 
ones  who  left."  Still,  it  isn't  easy  to 
explain  away  11  major  departures  in 
three  troubled  years. 

The  perennial  question  among  ana- 

ilways  been:  What  happens 

when   Hammer  dies?   Maybe  a  better 

question   is:   What  will  happen  if  he 

insists  on  holding  on?   ■ 
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Bally  Who? 


Bally  Shoe,  the  Swiss  outfit  that  with 
Melville  Shoe  hopes  to  build  the  largest  chain 
of  high-quality  men's  shoe  stores  in  the  U.S. 


The  last  thing  U.S.  shoe  companies 
would  seem  to  need  these  days  is 
more  competition  from  across  the 
Atlantic.  Cut-price  shoes  from  Eu- 
rope, especially  Italy  and  Spain,  have 
stomped  profits  right  into  the  ground 
for  U.S.  producers  in  recent  years. 

So  under  the  circumstances,  Mel- 
ville Shoe  might  look  like  a  traitor 
to  its  industry.  A  couple  of  months 
ago  Melville  opened  its  arms  to  one 
of  the  strongest  shoe  companies  in 
Europe,  C.F.  Bally  Ltd.  of  Zurich, 
Switzerland.  It  signed  a  deal  to  sell 
Bally  men's  shoes  through  a  new  na- 
tionwide chain  of  jointly  owned  retail 
outlets  that  both  partners  hope  will 
become  one  of  the  U.S.'  biggest. 

Has  Melville,  the  fifth-largest,  but 


by  far  the  most  profitable  U.S.  shoe- 
maker, knuckled  under  to  the  foreign- 
ers? Or  has  it  adopted  the  defensive 
policy,  if  you  can't  beat  'em,  join  'em? 
Not  on  your  life.  It  has  very 
shrewdly  gone  on  the  offensive  with 
a  move  that  could  remedy  a  glaring 
weakness  in  its  otherwise  strong  U.S. 
market  position.  For  Bally  is  no  cut- 
price  shoe  manufacturer.  It  is  the 
Florsheim  of  Europe,  the  biggest 
manufacturer  of  high-quality  men's 
shoes  (priced  from  $25  to  $45)  on 
the  Continent.  Shoes  in  this  price 
range  are  about  the  only  lines  that 
are  making  decent  profits  in  the  U.S. 
market  these  days,  and  though  Mel- 
ville can  hardly  complain  that  it  fails 
to  make  monev  on  its  basic  medium- 


Good  Gambles  Can  Also  Lose 

Hugh  Luke's  recovery  schedule  for  Reliance 
Electric  might  have  worked  just  right  in  a 
booming  economy.  But  the  economy  just  didn't  boom. 


Bepeat  a  glowing  forecast  often 
enough  and  it  becomes  an  article  of 
faith,  more  a  ritual  prayer  than  a 
heartfelt  prediction. 

It  happened  to  President  Hugh 
Luke  of  Cleveland-based  Reliance 
Electric  Co.,  a  medium-sized  producer 
of  industrial  motors  and  process  con- 
trol equipment.  Not  long  after  be- 
coming chief  executive  in  1965,  Luke 
decided  that  his  company's  erratic 
past  record  could  be  extrapolated  into 
a  15%  annual  earnings  growth  rate. 
The  economy  was  booming,  com- 
panies were  spending  heavily  on 
plant  and  equipment,  and  Luke  was 
starting  to  make  acquisitions.  For  a 
couple  of  years  the  prediction  came 
true,  and  Luke  kept  repeating  it. 

"A  15%  increase  in  earnings  per 
share,  averaged  over  any  five-year  pe- 
riod, is,  we  believe,  a  reasonable  ob- 
jective," he  again  told  analysts  a  year 
ago  last  May. 

Reasonable,  perhaps,  but  not  real- 
ized. First,  earnings  plateaued  at  Re- 
liance just  as  they  did  for  most  other 
large  electrical  equipment  and  elec- 
tronics firms  over  the  past  five  years. 
Although  Reliance's  sales  doubled 
from  $161  million  in  1966  to  $326 
million  last  year,  earnings,  fluctuating 
sharply,  merely  inched  up  from  $12 
million  to  $14  million— and  then  col- 
lapsed.   The    final     figures    for    fiscal 


1971  (ended  Oct.  31)  are  unlikely 
to  show  much  more  than  $5.2  million 
in  earnings  on  around  $320  million 
in  volume— very  close  to  a  12'r  an- 
nual decline  in  reported  earnings  for 
the  past  five  years. 

As  Luke  sees  it,  Reliance  is  just 
the  victim  of  circumstances  beyond 
its  control.  "There  have  been  very, 
very  low— extremely  low  capital  ex- 
penditures in  most  of  our  major  mar- 
kets from  the  latter  half  of  1970  all 
through  1971,"  he  savs.  "Much  worse 
than  the  general  averages  would  in- 
dicate. Very  few  people  are  aware  ot 
the  fact  that  we  dropped  into  a  sec- 
ond recession  in  1971." 

But  there  is  more  to  Reliance's 
sharp  earnings  decline  than  a  cyclical 
downturn  in  its  markets,  which  in- 
clude, after  all,  virtually  every  major 
manufacturing  industry  in  the  coun- 
try. Mesmerized  by  his  15%  earnings 
growth  prediction,  Luke  lost  his  sense 
of  timing  and  was  caught  badly  over- 
expanded  in  the  recession.  Pushing 
decisively  into  related  product  lines 
and  necessary  high-technology  areas 
via  acquisitions,  and  spending  heavily 
on  plant  and  equipment  to  support 
the  anticipated  volume,  Luke  made 
the  right  moves  at  the  wrong  time. 

They  were  mistakes  that  cost  plen- 
ty to  make.  Reliance's  capital  spend- 
ing, which  had  averaged  a  little  over 
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priced  line,  until  the  deal  with  C.F. 
Balh  Melville  Shoe  lacked  a  strong 
entry  in  that  area. 

Bally  has  been  in  the  U.S.  market 
with  stores  of  its  own  since  1961.  But 
recognizing  its  own  limitations  in  mer- 
chandising in  a  strange  land,  it  has 
expanded  slowly.  To  date  it  has  just 
15  stores,  limited  to  a  handful  of 
large  cities  like  Chicago.  San  Francis- 
co and  New  York. 

Merchandising  happens  to  be  Mel- 
ville's strongest  suit.  It  currently  has 
some  2,000  retail  outlets  throughout 
the  U.S.,  the  biggest  of  which  are  its 
931  Thorn  McAn  and  its  280  Miles 
conventional  shoe  stores.  By  manag- 
ing them  aggressively  and  often  imag- 
inatively, Melville  has  pumped  its  gales 
from  around  $200  million  to  over 
$425  million  since  1965,  in  the  process 
running  up  an  unbroken  string  of 
earnings  gains  from  38  cents  per  share 
in  1963  to  SI. 77  last  war. 

Bally,  in  short,  will  provide  the 
shoes  and   Melville  will  sell  them,   a 


combination  of  talents  that  looks  very 
good  on  paper.  The  plan  is  to  open 
about  ten  stores  in  the  next  year  and 
a  half,  and  then  step  up  the  pace 
considerably  after  that. 

For  Bally,  once  known  for  its  con- 
servative business  style,  the  hookup 
with  Melville  is  further  evidence  of  a 
new  aggressiveness  that  has  been 
growing  since  1961  when  the  foun- 
der's grandson,  Max  Bally,  became 
honorary  president  and  turned  over 
the  reins  to  a  younger  management 
group.  Today  the  company  is  run  by 
a  triumvirate  consisting  of  Ernst  Tem- 
perli,  marketing;  Walter  Heiniger,  fi- 
nance; and  Walter  Meier,  production. 
It  is  their  goal  to  double  Bally's  sales 
to  $250  million  by  1975.  Last  year,  on 
revenues  of  $130  million,  Bally  netted 
in  the  neighborhood  of  $8  million. 

Turnabout 

Obviously  the  Melville  joint  ven- 
ture will  not  supply  all  of  Bally's  pro- 
jected growth.  Temperli,  Heiniger  and 


Meier  see  the  biggest  part  coming 
from,  of  all  places,  their  recent  en- 
try into  the  manufacturing  and  retail- 
ing of  low-  and  medium-priced  shoes. 
To  avoid  brand-name  confusion,  Bal- 
ly has  plunged  into  this  much  bigger 
market  segment  under  the  name  of 
Ballina.  The  shoes  will  be  made  in  rel- 
atively low-labor-cost  countries  like 
Brazil  and  Argentina,  and  Heiniger 
talks  of  future  licensing  arrangements 
for  production  in  eastern  Europe  and 
Asia.  As  the  production  falls  into 
place,  Bally  will  gear  up  a  network  of 
retail  outlets  that  eventually  could  in- 
clude some  of  Melville's  toughest  com- 
petitors, the  U.S.  discount  store  chains. 
Those  are  very  big  plans  for  an  out- 
fit that  has  stuck  to  its  last,  high- 
quality  men's  shoes,  for  more  than  a 
century.  Whether  Bally  is  up  to  the 
test  only  time  will  tell.  But  nailing 
down  a  U.S.  partner  of  Melville 
Shoe's  caliber  to  help  carry  off  a  por- 
tion of  its  ambitious  scheme  is  at  least 
an  impressive  beginning.  ■ 


S3  million  a  year  for  the  preceding 
decade,  rose  sharply  in  the  late  Six- 
ties to  a  peak  of  nearly  $25  million 
in  1969.  Long-term  debt  rose  from 
just  under  $2  million  in  1966  to  $55 
million  last  year,  or  roughly  503-  of 
stockholders'  equity  (unusually  high 
for  the  industry).  Then  there  was  the 
added  burden  of  $5.5  million  a  y.u 
m  dividend  payments  on  the  preferred 

stock  used  in  acquisitions. 

1 1 1 1 t^li  Luke  lias  had  to  bite  the 
bullet.  What  do  you  do  with  a  half- 
built  plant  if  your  forecasts  suddenly 

prove    far    too    optimistic?    Von    finish 

it.  So  Reliance  Electric  found  itself  in 

the  uncomfortable  position  of  bring- 
ing big  new  capacity  on  stream  just 
when  its  markets  were  slumping. 

The  Losses  Linger 

Lately,  business  has  started  to  pick 
up,  and  Reliance  is  now  operating  at 
about  70%  of  capacity— but  not  on  its 
costly  long  lead-time  product  lines. 
Says  Luke:  "All  our  high-technology 
items  are  long  lead  time,  and  they 
are  still  very  drastically  down.  Those 
plants  are  running  at  50%  or  so  of 
capacity  and  losing  money.  That's 
where  it  hurts.  And  you  can't  cut  your 
forces  off  that  much  either,  because 
then  you  couldn't  recover." 

What  does  Hugh  Luke  have  to  say 
about  the  beating  Reliance  suffered? 
In  essence,  he  argues  that  it  was  a 
risk  he  had  to  take. 

"Look,"  he  says,  "our  leading  com- 
petitor is  General  Electric.  They  over- 
lap our  product  line  by  25%  to  30%. 
And  No.  Two  is  Westinghouse.  It's 
a  very  competitive   world.   We  have 


no  patent  position  of  any  con- 
sequence, and  neither  does  anyone  in 
the  industry.  There's  no  part  of  our 
business  you  can  look  at  and  say  'pro- 
prietary knowledge.'  Our  basic 
strength  comes  from  application 
knowhow— knowing  our  customers' 
automation  needs  and  then  meeting 
them  better  than  the  next  guy.  Our 
motors  are  modified  and  redesigned 
with  almost  every  incoming  order. 
You  can't  hide  under  any  pricing  um- 


brella, either.  General  Electric  and 
Westinghouse  will  just  price  you  right 
out  from  under. 

"Okay,"  he  goes  on.  "Now  the  re- 
quirements of  the  markets  are  chang- 
ing. Customers  are  viewing  things 
more  in  terms  of  entire  systems.  Take 
a  new  glass  plant,  for  example:  You 
start  with  a  bulk  materials  handling 
system  that  batches  granular  mate- 
rials, which  then  comes  under  process 
control  through  melt  and  forming. 
Reliance  has  typically  been  associated 
with  the  process  control  portion  and 


Toledo  Scale  with  the  batching  and 
bulk  materials  handling.  So  we  ac- 
quired them  and  joined  hands.  Now 
General  Electric  is  doing  the  same 
kind  of  thing.  Probably  more  sophisti- 
cated than  anything  we're  doing. 
They've  had  a  lot  better  staff  over 
the  years.  That's  why  I've  been  say- 
ing that  the  type  of  demand  we're 
forecasting  means  more  management 
and  scientific  personnel.  That's  still 
the  kind  ol  people  we  need." 

In  a  sense  he's  right.  Reliance  Elec- 
tric, greatly  strengthened  by  Luke's 
poorly  timed  expansion,  will  live  to 
come  back  another  day.  If  the  Ad- 
ministration's new  economic  policy 
does  trigger  increased  capital  spend- 
ing and  a  little  more  volume  is  added 
to  those  half-empty  new  plants,  Re- 
liance Electric  could  have  some  ex- 
cellent years  ahead.  With  a  return  on 
equity  that  still  averaged  17%— well 
above  the  industry  norm— in  the  five 
years  before  fiscal  1971,  Reliance  has 
proved  that  it  knows  how  to  make 
hay  while  the  sun  shines. 

For  the  moment,  however,  its  ex- 
pansion has  ground  to  a  halt.  Capital 
spending,  slashed  back  to  $9  million 
this  year,  has  been  revised  downward 
for  the  next  few  years.  No  new 
plants  will  be  coming  on  stream. 
No  longer  does  Luke  speak  of  ever- 
expanding  markets:  "Some  67%  of  our 
business  would  be  identified  with  the 
typical  cyclical  capital  goods  type  of 
spending,"  he  says.  Still,  Hugh  Luke 
proclaims  that  he's  "very  optimistic" 
about  the  future.  Then  he  adds:  "But 
we  were  certainly  optimistic  about 
1971,  too."  ■ 
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That  Lonesome  Road 

What  Amtrak  needs  most  is  passengers.  But  if  the  railroads 
had  had  them,  there  would  have  been  no  need  for  Amtrak. 


"Of  course  [the  steamboat]  is  not 
completely  dead,"  wrote  Mark  Twain 
in  Life  on  the  Mississippi.  "Neither  is 
a  crippled  octogenarian  who  could 
once  jump  22  feet  on  level  ground; 
but  as  contrasted  with  what  it  was  in 
its  prime  vigor,  Mississippi  steamboat- 
ing  may  be  called  dead." 

A  hundred  years  later,  the  new 
crippled  octogenarian  of  transporta- 
tion is  the  passenger  train,  the  very 
thing  that  helped  kill  the  steamboat. 
But  the  passenger  train  is  having  a 
harder  time  dying.  The  steamboat 
passed  from  existence  when  there  was 
no  more  need  for  it.  But  it  was  free 
of  Interstate  Commerce  Commission 
regulations  and  the  we-can't-just-let- 
it-die  attitude  of  Congress,  which  set 
up  Amtrak,  a  semipublic  national  rail 
passenger  service,  to  drag  the  corpse 
of  America's  once-bustling  railroad 
passenger  business  around  the  nation 
at  least  until  1973. 

Profiting  from  Disaster 

Why  bother?  That's  a  question  a 
lot  of  people  are  asking  these  days 
with  Amtrak,  only  six  months  old,  al- 
ready projecting  deficit  figures  of 
$260  million  for  the  first  two  years  of 
operation.  That  makes  the  railroads* 
$251  million  solely  related  passenger 
losses  in  1970  look  minimal,  since 
Amtrak  cut  the  entire  national  pas- 
senger network  in  half  when  it  began 
in  May.  Nevertheless,  Amtrak  is  still 
the  biggest  boon  to  the  railroads  in 
the  past  50  years,  despite  the  princi- 
pal reason  for  its  founding:  to  bail  out 
the  bankrupt  Penn  Central. 

"The  Penn  Central  bankruptcy  was 
one  of  the  greatest  things  to  happen 
to  the  railroads,"  says  one  Wall  Street 
analyst  who  feels  that  the  railroads 
get  major  legislative  help  only  after 
a  major  disaster.  The  New  Haven 
Railroad  bankruptcy  in  1961  brought 
about  legislation  which,  in  effect,  cut 
railroad  tax  bills  in  half.  And  it  was 
the  Penn  Central  bankruptcy  in  1969, 
with  its  total  passenger  losses  amount- 
ing to  $104.8  million,  that  finally  con- 
vinced Washington  to  allow  the  rail- 
roads to  let  go  of  the  passenger  sys- 
tems on  which  they  had  been  losing 
money  for  at  least  15  years  Now, 
with  further  deregulation  in  sight  if 
the  Surface  Transportation  Act  is 
passed,  and  with  the  revision  of  the 
Railway  Labor  Act  a  possibility,  the 
Seventies  could  be  a  new  growth  era 
for  the  railroads. 

On  the  other  hand,  says  Ben  W. 
Heineman,  president  and  chief  execu- 


tive officer  of  Northwest  Industries 
and  chairman  of  the  Chicago  &  North 
Western  Railway,  "Amtrak  is  a  sen- 
timental excursion  into  the  past  for 
legislators  over  50.  The  trouble  is,  it's 
not  going  to  be  at  an  excursion  rate." 

Why  not?  The  answer  seems  obvi- 
ous: Nobody  rides  trains  these  days. 
If  it  weren't  for  that  one  simple  fact, 
the  railroads  themselves  would  still 
be  in  the  passenger  business.  With 
labor  costs  that  run  more  than  50%  of 
revenues,  an  empty  passenger  train  is 
a  financial  disaster.  Besides  the  oper- 
ating crew,  there  must  also  be  chair 
car  attendants,  Pullman  car  porters, 
dining  car  staff— with  no  way  to  insti- 
tute split  shifts. 

Take  the  Southern  Pacific's  experi- 
ence with  its  luxury  Sunset  Limited. 
Now,  there  was  a  train  that  had  it 
all  back  in  the  Fifties,  from  picture 
windows  and  reclining  chairs  to  show- 
ers, travelogs  and  Audubon  bird  prints 
on  the  walls.  The  company  spent  $22 
million  on  the  cars,  promoting  the 
train  with  over  10,000  employees  in 
ticket  offices  all  over  the  country  and 
a  million-dollar  ad  campaign  featuring 
movie  stars.  But  between  1950  and 
1955,  the  years  that  saw  the  intro- 
duction  of  the   DC-6   and   then   the 


Amtrak  is  a  face-lifting  when  what  the 


DC-7,  business  on  the  Sunset  Limited 
declined  54%. 

"When  we  lost  the  businessman," 
says  a  Southern  Pacific  spokesman, 
"we  lost  it  all;  and  we  lost  him  when 
times  were  good." 

Now  that  times  are  not  so  good,  it 
still  comes  as  no  surprise  to  anyone 
in  the  railroad  industry  that  Amtrak 
is  in  trouble.  Why  should  the  con- 
solidation of  $476  million  (in  1970) 
worth  of  total  passenger  losses  from 
all  the  nation's  railroads,  excepting 
only  three  (see  p.  86)  that  refused 
to  join  Amtrak  and  thus  subordinate 
their  freight  schedules  to  Amtrak's 
schedule,  suddenly  and  miraculously 
begin  making  money? 

Amtrak  was  underfinanced  in  the 
beginning  by  a  Congress  mistrustful 
of  the  railroads'  stated  losses.  The 
initial  federal  gift  was  a  mere  $40 
million,  plus  $100  million  in  guaran- 


Lay  Down  Your  Burden,  Brother 

Except  tor  the  So 

jthern 

and  Chicago,   Rock 

Island,   most  ma- 

/or  railroads  have 

opted 

to  slough 

off  their  passenger  fosses  by 

joining  the  Amtrak 

system.  The  price  of  admission  is  high— Union 

Pacific  is  writing  off  $65 

million,  for  instance,  B 

urlington  Northern 

$69  million,  Seabc 

ard  Coast  Line 

$22  million 

—but  the  benefits 

will  be  even  high 

er.   Profits   for  several   could   rise   over  50%. 

1970  Financial  Data 

Consolidated 

Passenger     Passenger 

Transportation 

Net 

Service           Service 

Company 

Revenue 

Income 

Revenue           Deficit 

($  millions) 

($  millions) 

Penn  Central 

$1,691.1 

$d425.7 

$218.0             $73.9 

Burlington  Northern 

953.2 

26.4 

43.3             40.8 

Seaboard  Coast  Line 

511.9 

30.0 

24.0             19.1 

Louisville  &  Nashville 

381.5 

27.3 

1.7              7.9 

Santa  Fe  Industries 

784.7 

49.2 

30.5             25.6 

Union  Pacific 

677.8 

75.1 

15.2             21.2 

Southern  Railway 

602.6 

55.8 

6.7             12.1 

Alabama  Great  Southern 

0.7               1.8 

Central  of  Georgia 

0.8               1.5 

Chesapeake  &  Ohio 

1,009.7 

52.9 

5.0              6.1 

Baltimore  &  Ohio 

6.7              7.3 

Southern  Pacific 

1.072.7 

76.9 

12.8             12.6 

Norfolk  &  Western 

1,054.2 

65.0 

3.2              6.2 

Delaware  &  Hudson 

0.9              0.4 

Erie  Lackawanna 

169              2.5 

Chicago,  Milwaukee,  St.  P. 

&  Pac. 

283.2 

dll.O 

14.4              9.0 

Illinois  Central  Industries 

340.3 

363 

24.2              8.1 

Northwest  Industries 

313.9 

36.9 

22.9              4.5 

Chicago,  Rock  Island  &  Pacific 

286.8 

dl89 

5.2              3.2 

Missouri  Pacific 

534.1 

11.5 

1.4              2.6 

Reading  Railroad 

118.7 

d38 

13.7              2.5 

d-0efic>r 
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passenger  train  needs  is  a  transfusion. 


teed  loans  and  about  $200  million 
from  the  railroads,  which  paid  that 
much  (figured  on  their  passenger 
losses  for  1969)  just  to  get  the  pas- 
senger operations  off  their  backs. 

Secretary  of  Transportation  John 
Volpe  has  already  gone  before  Con- 
gress to  request  another  $170  million 
to  "bring  the  initial  federal  contribu- 
tion more  in  line  with  the  unique 
start-up  costs  being  encountered  by 
the  corporation."  Whatever  "unique 
costs'*  Volpe  could  be  talking  about, 
tin  \  can't  change  the  fact  that  people 
a  lio   travel   want   to  get   where  they 


"Look  at  the  problems  we've  cre- 
ated for  ourselves  by  overemphasiz- 
ing air  for  short  hauls,"  says  Rob- 
ert H.  Charles,  president  of  the- 
Geo-Transport  Foundation  of  \ru 

England  a  nonprofit  group  that 
hopes  to  create  a  high-speed  rail 
Service  from  New  York  to  Boston 
in    the   congested    Northeast    Corri- 

dor  largel)  over  the  New  Haven 
Railroad's  existing  main  line.  "A 
full  third  of  the  passengers  who 
leave  Logan  International  Airport 
in  Boston  are  going  to  New  York." 

As  Charles  explains  it,  Geo- 
Transport's  high-speed  rail  propos- 
al lias  an  economic  justification  that 


are  going  as  cheaply  as  possible  while 
spending  as  little  time  as  possible  in 
transit;  that's  why  the  train  killed  the 
steamboat.  Today  a  round-trip  ticket 
on  a  train  coach  from  New  York  to 
Miami  costs  $114  and  takes  25  hours. 
For  $111  you  can  take  a  plane  leaving 
every  hour  (as  opposed  to  three  trains 
a  day)  and  arrive  in  less  than  three 
hours.  Or  for  $86.55  and  27&  hours 
on  the  road,  you  can  take  one  of  four 
buses  that  make  the  same  trip. 

In  addition,  there  are  other  prob- 
lems. Amtrak  has  to  make  up  for 
years  of  self-degradation  which  the 
railroads  (at  least  the  "progressive 
railroads,"  as  one  analyst  calls  them) 
practiced  in  an  effort  to  convince  the 
ICC  that  passenger  operations  were 
indeed  unprofitable.  Not  that  such 
pains  were  necessary.  The  Southern 
Pacific,  which  has  been  accused  in 
recent  years  of  making  it  as  unpleas- 
ant as  possible  to  ride  its  trains,  lost 
only  $12.6  million  in  1970  on  its  pas- 
senger service,  as  opposed  to  the 
$25.6  million  that  the  Santa  Fe  lost 
with  good  service  and  clean  cars. 

There  is  no  reason  to  believe  that 
those  losses,  nor  the  losses  of  the  other 
lines,  will  lessen  with  time.   Because 

New  England  Metroliner? 

Amtrak's  sentimental  one  does 
not;  and  well  it  might,  with  found- 
ers like  William  C  Miller,  presi- 
dent ol  Textron,  Georges  !•'.  Doriot, 
president  of  American  Research  & 
Development  Corp.  and  Charles  L. 
Miller,  director  of  Massachusetts 
Institute  of  Technology's  Urban 
Sj  stems  Laboratory.  "We  must  be 
time-competitive  with  the  airlines," 
Charles  emphasizes,  "or  we're  not 

going  to  get  the  one-day,  round-trip 
business  traveler.  That  means  two 
hours  City  center  to  city  eenlei ." 

To  accomplish  thai  will  require 
$690  million  worth  of  construction 
financing  and  equipment  and  a  92- 


This  high-speed  monorail  is  one  train  that  Geo-Transport  is  considering. 


of  its  very  public  and  political  nature, 
Amtrak  has  already  had  to  make  cost- 
ly political  concessions  like  establish- 
ing service  to  West  Virginia  and  Mon- 
tana, which  were  originally  left  out 
of  the  Amtrak  system.  The  railroads 
will  not  fail  to  pass  on  their  full  op- 
erating costs  to  Amtrak  for  running 
the  corporation's  trains  "in  absentia": 
The  Penn  Central,  Amtrak's  chief 
beneficiary,  would  like  another  $34.1 
million  in  1972.  And  there  will  be 
equipment  costs  in  the  future.  Right 
now,  since  Amtrak  cut  the  passenger 
system  in  half,  it  is  using  only  the 
best  equipment  from  the  nation's  rail- 
roads. The  day  will  come  when  that 
equipment  will  have  to  be  replaced 
and  refurbished. 

All  of  which  makes  Amtrak  chief 
executive  (and  former  General  Dy- 
namics chairman)  Roger  Lewis'  plans 
to  exploit  the  tourist  market  and  the 
so-called  "day  or  night  trip  for  trav- 
elers and  businessmen"  seem  a  bit 
far-fetched  financially.  "Mainly,  we 
have  to  get  our  ridership  up,"  says 
Lewis  with  painful  understatement. 
Then  he  adds,  perhaps  more  realisti- 
cally: "If  people  don't  want  to  use  it, 
we  won't  offer  it."  ■ 


mile  stretch  of  new  track  between 
Providence  and  New  Haven  to 
avoid  the  tortuous,  low-speed  shore 
route  that  now  links  those  two 
cities.  The  new  line,  Charles  ad- 
mits, will  run  through  what  little 
of  the  wilderness  remains  in  the 
Northeast.  "Nevertheless,"  says 
Charles,  "the  alternative  is  infinite- 
ly worse,  with  situations  occurring 
like  the  one  in  Los  Angeles,  where 
2,000  houses  had  to  be  moved  at 
a  cost  of  $60  million  because  peo- 
ple couldn't  live  in  the  noise  pattern 
of  the  airport."  Also,  two  new  air- 
ports would  cost  over  $2  billion 
and  take  up  a  larger  area, 

Who  would  pay  for  the  new 
train?  Charles  is  hoping  for  govern- 
ment-guaranteed bonds,  and  Sec- 
retary of  Transportation  John  A. 
Volpe  now  supports  at  least  the 
concept  of  high-speed  rail  trans- 
portation in  the  Northeast  Corri- 
dor. But  it  won't  be  Volpe  who 
passes  out  the  cash.  It  will  be  the 
same  senators  and  congressmen 
who  have  the  taste  of  Amtrak 
fresh  in  their  mouths. 

Charles  doesn't  count  on  chang- 
ing their  minds  directly,  but  rather 
on  changing  the  minds  of  their  con- 
stituencies. "What  we're  trying  to 
do,"  he  says,  "is  to  get  a  grant 
from  the  Department  of  Transpor- 
tation to  help  them  sell  what  is  a 
hell  of  a  good  idea." 
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US.  Technology: 

Looking  for  a  Better  Mousetrap 

Our  very  existence  as  a  free  nation  is  at  stake,  our  position  as  a  world 
leader,  not  only  to  develop  a  life  for  ourselves,  but  for  others. 


— Emilio  Q.  Daddario, 

former  Congressman,  senior  vice  president, 

Gulf  &  Western  Precision  Engineering 


Our  very  freedom  as  a  nation  is  endangered.  We're  going  to  see  tremendous 
competition  in  the  world— among  the  Soviet  Union,  China,  Western  Europe— 
and  it's  going  to  be  a  real  struggle  to  keep  ourselves  competitive. 

—Edward  E.  David  Jr., 

former  Bell  Sysfems  executive, 

President  Nixon's  science  adviser 

In  a  material  sense,  a  productive  society  is  measured  finally  not  in  terms  of 
its  profit  rates,  but  in  terms  of  the  materials,  the  services,  the  quality  of 
life  that  it  generates.  For  the  U.  S.,  the  competence  of  its  industrial  system 
to  realize  these  things  is  being  eroded  at  its  base. 

— Seymour  Melman, 

Professor  of  Industrial  Engineering  & 

Management,  Columbia  University 


Anyone  inclined  to  be  complacent  about  the  position  of 
the  United  States'  technological  society  in  the  world 
economy  these  days  need  only  listen  a  moment  to  the  ex- 
perts quoted  above,  three  of  the  most  acute  observers  of 
the  U.S.  technological  scene.  At  this  point,  nobody  serious- 
ly disputes  that  the  U.S.  is  still  the  world's  technological 
leader.  It  is,  and  the  figures  show  it.  But  the  U.S.  also 
appears  to  be  slipping  technologically,  and  the  figures 
show  that  too.  Indeed,  the  U.S.'  high-technology  prod- 
ucts—the brightest  area  in  its  faltering  international  trade- 
arc  the  object  today  of  the  gravest  concern  among  those 
most  involved  in  them— in  business,  in  Washington,  in  the 
universities.  And  with  good  reason. 

On  the  surface,  U.S.  technology  is  holding  up  pretty 
well.  Last  year's  trade  surplus  in  high-technology  products 
like  aircraft,  chemicals,  computers  and  machine  tools  was 
a  comfortable  $9.6  billion,  while  its  trade  deficit  in  all 
other  products  was  $6.8  billion— agricultural  and  raw  ma- 
terials, lower-technology  products  like  textiles,  steel  and 
footwear.  And,  unlike  these  other  products,  whose  trade 
position  has  declined  over  the  years,  America's  high-tech- 
nology products  have  returned  a  steady  year-in,  year-out 
surplus.  It  was  $9.1  billion  in  1965,  just  about  where  it 
was  last  year. 

Why  then  the  deep  concern?  Just  that  the  trends  be- 
neath those  figures  tell  a  different  story.  Last  year,  the 
U.S.'  trade  surplus  in  high-technology  products  with  the 
developed  nations  ol  Canada,  Europe  and  Japan  was  $2.1 
billion,  oil  I 33  since  L965,  while  its  surplus  with  the  rest 
of  the  world,  at  $7.4  billion,  was  up  37%.  And  that  isn't 
all.  In  L985  U.S.  exports  accounted  for  more  than  80% 
of  the  total  international  trade  in  high-technology  goods. 
By  last  year,  that  percentage  had  dropped  below  65%. 
America's  stock  in  trade,  its  technology,  was  being  chal- 


lenged, and  the  developed  nations  were  moving  in  to  nar- 
row the  gap. 

With  its  currency  being  devalued  and  a  trade  deficit  in 
prospect  for  the  first  time  since  1893,  the  prospects  for 
the  U.S.'  high-technology  exports  can  hardly  be  ignored. 
But  the  fundamental  question  is  why— such  considerations 
aside— should  the  U.S.'  technological  position  be  of  any 
particular  importance?  Considering  that  less  than  5%  of  the 
U.S.'  gross  national  product  goes  into  exports,  does  it 
really  matter  much  in  itself  whether  the  U.S.  exports  any- 
thing at  all,  technological  products  or  otherwise?  The 
answer  is  that  it  matters  a  great  deal  if  the  U.S.  begins 
importing  ever  larger  quantities  of  goods  from  other  coun- 
tries—as it  is  currently  doing.  What  this  means,  in  the 
absence  of  a  strong  export  position,  is  a  continual  erosion 
of  the  U.S.'  capital  resources.  And  capital— as  everyone 
since  Marx  has  realized— is  the  very  foundation  of  our 
modem  industrial  society  and  of  most  of  our  affluence. 

Nearly  as  important,  to  the  extent  that  we  are  importing 
high-technology  and  similar  products  from  abroad,  we  are 
exporting  jobs,  jobs  which  we  need  to  protect  the  wealth 
and  welfare  of  our  citizenry.  This  is  no  idle  threat,  as  the 
experience  of  the  U.S.  steel,  shoe,  textile  and  even  elec- 
tronics industries  has  made  abundantly  clear. 

Then,  too,  American  society  in  the  last  decades  has  had 
a  renewed  vision  of  the  potentialities  of  human  life,  both 
for  itself  and  for  others;  and  its  ability  to  realize  that 
vision  depends  heavily  on  its  technological  strength.  Be- 
cause the  real  cost  of  maintaining  our  industrial  society 
is  on  the  rise,  technology,  Frankenstein  monster  though  it 
may  be  in  some  respects,  offers  the  best  hope  of  offsetting 
these  rising  costs.  If  we  are  going  to  clean  our  air  and 
earth  and  water,  technology  offers  a  more  viable  means  of 
accomplishing  this  than  a  return  to  a  simple  agrarian  life 
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that  would  lie  both  unwelcome  and  impossible  for  most  of 
our  230  million  inhabitants. 

Most  important  of  all,  if  we  are  going  to  realize  our 
vision  of  the  good  life,  we  will  have  to  pay  for  it,  and 
technology  otters  the  hest  hope  of  generating  the  capital 
excess  that  will  enable  us  to  do  so. 

So  there  is  more  at  stake  in  our  technological  position 
than  mere  national  self-esteem.  That  is  why,  in  the  past 
several  months.  Forbes  reporter  Robert  Nash  has  been 
talking  with  some  of  the  U.S.'  leading  experts  on  tech- 


nology, principally  Daddario,  David  and  Melman  whose 
views  are  reflected  below.  He  has  attempted  to  find  out 
why  we  have  been  slipping  behind,  how  serious  is  the 
slippage,  what  new  opportunities  are  available  to  us  and 
what  we  can  do  to  ensure  that  our  position,  already  eroded, 
will  not  be  irretrievably  lost.  Obviously,  the  answers  to 
such  questions  are  complex  and  sometimes  contradictory. 
But  because  there  are  no  simple  answers  does  not  mean 
that  the  problem  is  insoluble.  Only,  solving  it,  as  with 
everything  else  these  days,  may  exact  a  price  of  all  of  us. 


/;  How  Did  We  Ever  Get  Ourselves  into  This  Mess? 


Granted  that  for  a  time  we  had  ev- 
er) thing  going  for  us— an  influx  of 
European  scientists  during  the 
Thirties,  massive  government  pro- 
duction incentives  during  the  war, 
an  enormous  capital  pool  in  the  im- 
mediate postwar  years.  Granted 
too  that,  as  the  European  and  Jap- 
anese economies  repaired  the  war- 
time damage  to  their  technological 
establishments,  our  edge  would  in- 
evitably be  narrowed.  But  our 
technological  lead  seems  to  have 
deteriorated  much  more  rapidly 
than  even  these  circumstances 
would  seem  to  have  warranted. 
What  went  wrong? 

Edward  E.  David,  science  adviser 
to  President  Nixon:  You  have  to  un- 
derstand: I  don't  think  our  technolog) 

is  in  trouble  in  the  sense  that  we  are 
faltering   in   our   push   Forward.   The 

trouble  is  the  translation  of  that  tech- 
nolog) into  products  which  are  sal- 
able both  here  at  home  and  on  the 
world  market.  1  think  the  aircraft  in- 
dustry is  an  area  where  we  are  in 
some  difficulty,  for  instance,  not  be- 
cause the  aircraft  industry  is  backward 
or  because  we  have  a  negative  bal- 
ance  of  trade  in  aircraft— we  don't 
But  we  haven't  translated  that  tech- 
nology into  products  that  are  going 
to  keep  us  ahead  from  now  on— in  the 
supersonic  area  obviously  and  in  the 
subsonic  area  in  feeder  transports 
The  IS.  built  DC-10  and  L-1011  are 
long-range  aircraft,  and  it's  difficult 
for  them  to  compete  with  the  A300B 
developed  by  the  English,  French  and 
Germans.  It's  a  short-range  aircraft 
with  a  market  that  our  aircraft  can't 
really  cover. 

There  s  one  field  after  another 
where  that's  true,  where  we've  been 
unable  to  translate  technology  into 
products.  The  reason  is  that  the  risks 
are  large  and  so  is  the  capital  re- 
quired, and  industry  is  in  no  position 
at  present  to  take  on  these  things.  So 
the  Government  will  just  have  to  help. 
But  it  will  probably  cost  us  no  more 
than  the  nuclear  energy  program  did. 

Governments  elsewhere,  of  course, 
have  been  willing  to  back  industry 
in  this  way  and  lend  them  tremen- 
dous amounts  of  money  to  put  prod- 


ucts on  the  market;  in  fact,  to  sub- 
sidize technology.  They  think  there's 
a  teclmology  gap  between  us  and 
them,  and  they're  willing  to  try  and  do 
something  about  it.  Take,  for  exam- 
ple, the  desalting  of  sea  water.  We 
have  the  best  technology  by  far,  but 
we  have  not  been  able  to  translate  it 
into  salable  technology  because  other 
governments    have    subsidized    their 


Edward  E.  David  Jr. 

desalting  industries  so  that  they  can 
come  up  with  lower  bids  for  those 
plants  they're  building  in  the  Middle 
East  than  we  can.  In  this  country,  we 
really  haven't  come  to  the  point  yet 
where  we  really  try  to  do  something 
about  keeping  our  technology  pre- 
eminent. We're  going  to  come  to  that. 
Emilio  Q.  Daddario,  Gulf  &  West- 
ern Precision  Engineering  senior  vice 
president:  The  fact  is  that  this  tech- 
nological crisis  has  been  coming  on 
for  some  time.  Back  in  the  early  Six- 
ties when  the  Congress  was  looking 
for  information,  several  people  made 


the  point  that  the  United  States'  dom- 
inance in  science  and  technology  ap- 
peared to  be  greater  than  it  really  was 
because  our  efforts  were  aimed  at  mil- 
itary   R&D.    If   you    subtracted    that 
from    the    equation,    you'd    find    that 
other    advanced    industrial    countries, 
Japan,    West    Germany,    the    United 
Kingdom,  the  Netherlands  and  France, 
were  spending  as  much  on  basic  re- 
search as  we  were. 
According     to     the     latest     figures 
we've  been  able  to  develop,  Japan 
spends    2%    of    its    gross    national 
product   on  research   and   develop- 
ment, West  Germany  2.6% ,  but  the 
U.S.    (excluding    military    outlays) 
spends  only  1.5%,  and  that's  what 
it    has    been    for    three    years.    In- 
cluding  military   outlays,   the    U.S. 
total  comes  to  roughly  2.6% .    In  ab- 
solute   terms,    though,    were    still 
spending  four  to  five  times  as  much 
as  any  other  nation. 
Daddario:  Well,  there  you  have  it. 
We  have  a   tremendously  strong  sci- 
entific   and    technological    base,    and 
the  weakness  is  not  in  that  base,  but 
in  our  ability  to  develop  the  mechan- 
isms within  the  society  to  do  what  it's 
capable  of  doing.   It's  been  apparent 
for    some    time    that     we've    finally 
reached  a  point  where  any  difference 
between    U.S.    high-technology   capa- 
bility and  that  of  the  other  developed 
nations  is  negligible.  Many  people  re- 
alize that  with  shock. 

Seymour  Melman,  Columbia  Uni- 
versity Professor  of  Industrial  Engi- 
neering &  Management:  The  fact  is 
that  the  depletion  of  our  technologi- 
cal resources  cannot  be  accounted  for 
without  taking  into  account  the  mas- 
sive effect  of  a  quarter-century  of  mil- 
itary priority  in  the  budget  of  the 
Federal  Government.  Entire  indus- 
tries are  falling  into  technical  disre- 
pair, and  there  is  a  massive  loss  of 
productive  employment  because  of  an 
inability  to  hold  even  domestic  mar- 
kets against  foreign  competition.  This 
deterioration  is  the  result  of  an  un- 
precedented concentration  of  Ameri- 
can technical  talents  and  fresh  capital 
on  military  production.  U.S.  indus- 
trial research  programs  are  grossly- 
understaffed,  and  in  many  industries 
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Billions  for  Technology.  But. . . 

Were  they  bet  on  the  right  horses?  Did  we  make  the  right  choices? 

MHHHHHHR 


Short-range  STOL  aircraft 


and  the  SST 


Housing  .  . 


and  military  spending 


Solar  power  .  . 


and  nuclear  energy 


there  is  virtually  no  research  at  all. 
If  you  want  to  see  what's  involved 
here,  compare  the  defense  budget 
with  the  total  after-tax  profits  of  all 
U.S.  corporations.  For  1971,  the  de- 
fense budget  will  run  around  1.4 
times  the  after-tax  profits.  So  the  de- 
fense budget  now  represents  not  only 
the  largest  unit  factor  in  the  U.S.  in 
allocation  of  resources  but  far  out- 
weighs the  total  income  available  to 
all  U.S.  corporations.  And  economi- 
cally speaking,  the  whole  defense  ac- 
tivity and  its  consequences  represent 
nonproductive  or  parasitic  economic 
activity.  None  of  it  represents  goods 
or  services  that  are  economically  part 
of  the  level  of  living  or  are  useful  for 
further  production. 

The  end  result  is  that  we're  losing 
ground  everywhere.  For  a  long  time 
one  of  the  myths  in  circulation  was 
that  the  U.S.  was  moving  to  sophisti- 
cated  technical   products,   while   the 
less  sophisticated  ones  were  going  to 
be  left  to  countries  like  Japan.  Well, 
this  conversation  is  being  recorded  on 
one  of  those  supposedly  less  sophisti- 
cated products   [a  Sony  tape  record- 
er] and  there  is  no  counterpart  to  it 
whatsoever   produced   in   the   United 
States.   There   is   nothing   unsophisti- 
cated about  Japanese  electronics,  au- 
tomobiles, television  or  ships,  and  cer- 
tainly not  about  its  20%  annual  growth 
in  the  production  of  high-technology 
products. 
In  the  past,  one  of  our  great  tech- 
nological advantages  was  the  great 
size     of     the     American     market, 
which  permitted  economies  of  scale 
that   other   countries   were    unable 
to  match.  They  still  can't.  Not  even 
through      the      Common      Market. 
Won't  this  scale  advantage  contin- 
ue   to   work    in    our    behalf?    Take 
the  auto  industry,  for  instance. 
Melman:  The  U.S.  auto  industry  has 
taken  on  modes  of  operation  that  de- 
feat what  elements  of  scale  may  be 
present.  There  are  45  models  in  Chevro- 
let's 1972  lines,  and  that's  absurd.  Just 
absurd.  That's  not  an  industry  with  a 
practice  of  standardization.  That's  an 
industry  with  a  fantastic  product  va- 
riety. There  are  several  thousand  per- 
mutations   of    the    product    possible 
within  the  range  of  one  of  these  lines. 
Take  the  chassis  type,  then  the  body 
type,  then  two  or  four  doors,  manual 
or  automatic— every  one  of  these,  the 
number  of  varieties  to  get  the  total 
market— it's  not  additive,  it's  multipli- 
cative, and  there's  a  high  cost  imposed 
by  that  variety. 
What  you're  saying  is  that  U.S.  in- 
dustry has  forgotten  one  of  the  ba- 
sic   principles    that    made    its    pro- 
ductive machine  one  of  the  won- 
ders of  the  industrial  world. 
Melman:  Exactly. 
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BASED  ON  YOUR  EXPERIENCE 

AS  treasurer;  HOW  LIKELY  IS  IT 

THAT  A  BANK  COULD  EARN  AN 

OUTSTANDING  REPUTATION  IN 

CASH  MANAGEMENT, 

WITHOUT  BEING  EQUALLY  EFFICIENT 

AND  INNOVATIVE  IN  ALL  THE 

FUNCTIONS  OF 

CORPORATE  BANKING? 


NOT 

VERY 

LIKELY. 


% 


Exactly.  Our  approach  to  cash  management  defines  the  problems  and  then  recom- 
mends solutions.  We  use  the  same  approach  to  meet  all  of  your  other  corporate 
banking  needs.  So,  remember  our  reputation  in  cash  management.  But  only  as  a 
yardstick  of  our  total  capability.  To  prove  us,  just  call  your  Wachovia  banker.  Or 
our  Corporate  Accounts  Department.  We'll  take  it  from  there.  Quickly. 
Wachovia  Bank  &  Trust,  N.A.,  Winston-Salem,  N.  C. 


Member  Federal  Deposit  Insurance  Corporation 


Okay,  You  Guys  Got  Us  to  the  Moon.  Now  Show 
Us  How  To  Get  from  New  York  to  Washington,  D.  C. 


American  business  has  gone  over- 
seas to  the  tune  of  $80  billion  in 
investment  in  recent  years.  Labor 
costs  less,  so  does  research,  and  in- 
vestment  goes   a   lot   further.   But 
does   this   make   good   sense   tech- 
nologically? Could  we  solve  a  part 
of  our  problem  by  stanching     the 
drain    of    technology    by    restrict- 
ing the  multinational  corporation? 
Daddario:    It's  a  symptom  of  the 
time  in  which  we  live.  We  should  rec- 
ognize that  not  only  here  but  abroad, 
these  companies  naturally  move  into 
areas   of   opportunity   in    a    changing 
world.  If  in  fact  we  had  stayed  home, 
if   some   of   our    companies    had   not 
faced  the  challenge  of  one-world  con- 
ditions, someone  else  would  have  filled 
the  gap,  the  situation  was  that  ripe, 
and   our   position    would   have   been 
worse  than  it  is. 

We  can't  be  an  international  power 
and  withdraw  from  meeting  trade 
competition  by  building  up  our  own 
production  machine.  What  we're  ask- 
ing now  is  the  development  of  a  tech- 
nological capability  to  meet  such  com- 
petition. If  we  do  that,  we  need  not 
have  fear.  If  we  don't,  we're  not  going 
to  be  able  to  stop  the  export  of  tech- 
nology, the  export  of  capital  or  any- 
thing else.  And  if  we  try  to  stop  it,  we 
will  become  a  different  kind  of  coun- 
try, because  if  the  Government  de- 
cides what  we're  going  to  export  and 
what  we're  not  going  to  export,  the 
decision  will  be  monolithic  rather 
than  pluralistic.  And  who  knows 
whether  the  Government  can  make 
the  right  decision? 

David:    I'm   sure  that  overseas  in- 
vestment  gives   us  a  net  balance  of 
payments,   but    if  you   look   at   it   in 
terms   of  what   we   would  do   if  we 
manufactured    all    those   things   here 
and  exported  them,  I  doubt  if  it  gives 
us  a  net  balance  of  trade.  If  this  trend 
continues,  you  get  the  picture  of  us 
sitting   here    with    no    manufacturing 
plants,  clipping  coupons.  And  it  hurts 
us  technologically.  Technological  im- 
perialism—I    don't    know    if    that's    a 
legitimate  concept-does  drain  off  our 
skills, 
Melman:  Ovc     r.c,  investment  sub- 
stitutes lor   in  ;,;   home.   For 
pie,  big  firms  hiri   engineers  over 
in   Europe,   general  market   For 
those  engineers  then     But  the  prob- 
lem   isn't    engineej       bul    skills    and 
the  y're  locat        )urs  have  been 
d  and  have  1  capabili- 
useful  to  l'  industry. 
e  skills  don't  applj  in  other  areas 
in  transportation  equipment,  for  in- 


stance, other  than  aircraft.  Take  Gen- 
eral Dynamics.  The  last  time  it  tried 
to    build    a    civilian    aircraft,    it   lost 
$440  million,  the  biggest  loss  in  com- 
mercial  history,   and   its   next   major 
aircraft  venture  was  the  F-lll.  Noth- 
ing more  need  be  said.  Who  in  his 
right  mind  would  buy  aircraft  from 
such  a  team? 
Even  so,  doesn't  it  make  sense  both 
for  companies  and  for  the  country 
to  go  abroad  in  search  of  cheaper 
labor  costs? 
Melman:     No,    it    doesn't    make 
sense.  What  makes  sense  is  to  turn  out 


Emilio  O    Daddario 

a  product,  to  do  work  on  product  de- 
sign, and  manufacturing  methods  and 
organization,  so  that  by  the  technol- 
ogy in  use  you  can  offset  the  wage 
rate.  Remember,  again  and  again,  the 
controlling   factor   is   not    the    hourly 
wage,  it's  the  unit  labor  cost.  And  unit 
labor  cost  is  the  hourly  rate  factored 
by  product  design,  organization  and 
production,    mechanization    of    work. 
Well,  for  more  than  a  century  it  was 
possible  for  this  country  to  pay  the 
highest  wages  in  the  world  and  to  off- 
set it.  Why  isn't  it  possible  today? 
Clearly  the    U.S.   has   problems   in 
enhancing    its    technological    posi- 
tion. But  it  also  has  an  enormous 
pool     of     scientific,     technological 
and     production     skills,     so     that 


catching  up  ought  to  be  largely  a 
matter  of  redirecting  our  resources 
toward  specific  objectives. 

Daddario:  I  agree.  We  have  the 
science,  the  technology,  the  manpow- 
er, but  we  do  not  have  the  tools  to  ap- 
ply it  where  the  need  is  greatest.  The 
emphasis  in  the  past  has  been  de- 
fense-oriented, which  includes  the 
space  and  atomic  programs,  some 
fields  of  medicine  and  agriculture. 
When  you  get  into  the  problems  of 
housing,  environment,  law  enforce- 
ment, urban  decay,  some  other  aspects 
of  medicine,  you  can  see  that  we 
have  not  applied  our  efforts  in  those 
directions.  We  need  to  build  up  the 
tradition  and  experience  and  capa- 
bility in  these  areas.  We  must  take 
what  we've  had  in  areas  where  we've 
done  well  and  apply  this  to  the  new 
demands  that  are  imposed  on  us,  and 
recognize  that  even  with  that  experi- 
ence it's  going  to  take  some  time  to 
build  up  these  capabilities. 

David:  In  some  cases  at  least,  we 
will  want  to  transfer  our  effort  into 
new  industries.  In  other  cases,  we  may 
want  to  look  for  innovations  that  make 
that  industry  competitive.  For  exam- 
ple, the  chronometer  and  clock  in- 
dustry in  this  country  was  uncom- 
petitive for  a  long  time  and  still  is,  to 
some  degree.  However,  Bulova  in- 
vented the  Accutron,  and  that  tech- 
nology is  far  and  away  better  than 
any  other  wristwatch  technology,  and 
it  has  maintained  a  very  profitable 
business,  both  export  and  otherwise. 

We've  done  extremely  well  with 
computers.  People  are  starting  to 
catch  up  with  us  in  some  degree  in 
medium  computers,  they  have  ambi- 
tions in  big  computers;  but  the  prime 
frontier  these  days  is  the  minicomput- 
er, and  we're  so  far  ahead  of  them 
in  incorporating  diem  into  instru- 
ments that  we  really  are  preeminent 
and  likely  to  remain  so. 

At  the  time  of  the  supersonic  trans- 
port controversy,  a  lot  of  people  raised 
the  question  of  whether  this  country 
had  lost  its  technological  nerve.  I 
don't  give  much  credit  to  that.  But  I 
think  that  when  it  comes  to  some- 
thing like  the  SST,  it's  wrong  not  to 
experiment,  to  find  out  what  the  en- 
vironmental effects  are,  what  the  pay- 
load  is  likely  to  be,  what  the  aero- 
dynamics are,  learn  things  you  learn 
only  through  experiment.  The  whole 
problem  was  misunderstood.  We 
should  have  experimented. 
With  our  defense  and  space  effort 
slackening  off,  large  numbers  of 
(Continued  on  page  45) 
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When  North  American  Rockwell 
builds  a  business  machine, 

North  American  Rockwell 
builds  a  business  machine. 


Our  business  aircraft  are  strong, 
hard  working  business  machines. 
The  new  Aero  Commander  '112 
single  engine.  New  Sabre '  75  jet. 
Turbo  Commander"  68 IB  prop- jet. 

You  can  depend  on  them  to  log 
plenty  of  flight  time,  increasing  the 
mobility  of  management,  bringing 
decision  makers  to  the  scene. 


Business  is  only  part  of  our 
aviation  story,  for  we  build  military, 
experimental,  personal  and 
agricultural  planes,  too.  In  fact, 
more  different  kinds  of  aircraft 
than  anyone  else. 

Our  company  is  actually  a  blend 
of  technologies,  distinct  but  related, 
and  contributing  to  one  another. 


Fiberglass  car  bodies, 
textile  machines  and  aircraft 
don't  seem  to  go  together, 
but  we  have  ways. 

If  you'd  like  some  literature  on 
North  American  Rockwell  and  our 
general  aviation  line,  write  Box  707, 
El  Segundo,  Calif.  90245. 
Ask  for  "Aircraft'.' 


* 


North  American  Rockwell 


We  gave  this  train 
a  split  personality 
to  give  you 
faster  service. 


As  much  as  24  hours  faster! 

"Keep  'em  rolling"  is  Southern's  go-word  for  your 
shipments.  Which  means  tailoring  our  service  to 
your  needs. 

We've  split  many  trains  into  sections,  for  in- 
stance. To  allow  earlier  departures.  And  more 
frequent  service.  In  fact,  we're  running  25%  more 
trains  now  than  in  1969— to  get  your  shipments 
there  faster. 

It's  what  you  can  expect  from  our  highly  com- 
puterized, electronically  guided  railway  system. 
The  one  dedicated  to  helping  you  squeeze  waste 
out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


"iSTRQ:  a  sound  transportation  plan  to  meet  tomorrows  needs. 


Seven  computer  controlled  finishing  stands  on  our  advanced  new  84-inch  hot  mill  roll  steel  sheet  at  speeds  up  to  3700  FPM. 

Maxi-Mill  boosts  our  flat  rolled  steel  production 
to  new  highs  in  quality-and  efficiency. 


You  need  both  to  stay  competitive  in  the  fast-moving 
markets  of  the  70s:  a  better  product,  and  better 
productivity. 

Now,  more  than  ever,  we  have  the  tools  to  compete, 
to  meet  the  demanding  specifications  and  deadlines 
of  today's  steel  customers.  For  example: 

1.  Maxi-Mill  -  the  largest  single  capital  expenditure 
in  our  history   -\  giant  new  complex  of  84-inch  hot  and 
cold  rolling  mills  teamed  side  by  side  in  Cleveland, 
heart  of  the  rv     >n'a  biggest  market  for  flat  rolled  steel. 

2.  Modern  new  bar  mills  in  Chicago  and  Buffalo  - 
to  keep  Republic  No.  1  in  bar  production. 


3.  New  electric  furnaces  in  Chicago  and  basic 
oxygen  furnaces  in  Buffalo,  bringing  to  85  percent 
the  share  of  steel  we  produce  by  these  more 
efficient  methods. 

These  and  other  new  facilities  are  helping  us  meet 
our  commitment  to  deliver  superior  steels  — on  time 
But  that's  just  one  of  our  goals. 

We  are  committed  to  improving  productivity,  too. 
And  we  are  aggressively  seeking  ways  to  use  all 
facilities  —  new  and  old  —  to  greater  commercial 
effectiveness.  Republic  Steel  Corporation, 
Cleveland  OH  44101. 


Republic 


(Continued  from  page  40) 
skilled    people    are    being    released 
for  employment  in  other  segments 
of  our  technological  establishment. 
Granted    that    the    space    and    de- 
fense effort  may  have  helped  create 
some  of  our   problems,   won't   this 
influx    of    skills    give    us    a    quick 
means    of    catching    up? 
David:  We  estimate  that  there  are 
50,000  scientists  and  technicians  un- 
employed, but  there's  no  real  limita- 
tion,   other    than    people's    attitudes, 
standing  in  the  way  of  their  conver- 
sion to  civilian  emplovTnent.  There  is, 
I  think  we  have  to  admit,  some  reluc- 
tance  on    the   part   of   traditional    in- 
dustry to  take  these  people  on,  be- 
cause   they    say— quite    falsely    I    be- 
lieve—that  the   aerospace   people  are 
not  conditioned  to  look  at  the  costs 
and  benefits  in  the  way  they  look  at 
them.  All  1  can  say  is  that  most  of  the 
people  in  the  aerospace  industry  are 
better   able   to    look    at    that    kind   of 
thing  than  most  of  the  people  I  know 
in       traditional        industry       because 
they've  been  subjected  over  the  years 
to  real  competition  for  contracts. 
So  what   you're   implying  is  really 
that  the  Lockheed  overruns  on  the 
C-5A    are    no    worse    than    Ford's 
blunder     with     the     Edsel     or    du 
Pout's  with  Corfam. 
David:    Contract    overruns    are    a 
mixed   story.   Sometimes   the  require- 
ments change.    Aerospace  people  are 
very   highl)    trained   to  take  cost   into 
account  as  a  first  order  of  considera- 
tion, though,  I  admit,  they  are  not  so 
adept  at  judging  markets 

Melman:  The  defense  effort  has 
developed  vast  numbers  of  men  with 
the  trained  incapacity  to  work  in  ci- 
vilian industry.  Not  that  they  aren't 
necessarily  trained  in  science,  various 
applied  sciences,  but  critically  their 
applications    have    been    oriented    to 


types  of  work  where  economic  con- 
siderations have  played  virtually  zero 
part.  Therefore  these  men  have  un- 
learned whatever  they  may  once  have 
known  about  simplifying  design, 
standardization  of  components,  mod- 
ular   construction,     gauging    compo- 


Seymour  Melman 

Dents  according  to  reliabilities  re- 
quired, and  so  on.  We  have  had  a 
nonpartisan,  unified  policy  of  not 
planning  for  conversion  to  peace,  and 
we  are  going  to  pay  bitterly  for  it. 
There  won't  be  time  to  convert  in- 
dustries, so  we'll  have  to  convert  oc- 
cupations. People  are  going  to  be  say- 
ing   to    their    aerospace    engineering 


///;  So  Where  Do  We  Go  from  Here? 


.  What  do  we  do  to  reestablish  our 
technological     position— develop     a 
national  science  policy,  spend  more 
money    on    research    and    develop- 
ment,  offer   tax   incentives   for  re- 
search and  development,  or  what? 
Daddabio:  Obviously  money  is  nec- 
essary, but  it's  only  part  of  it.  We  need 
to  develop  a  national  science  policy. 
We  need  to  build  capabilities  within 
the  Government  to  follow  the  whole 
knowledge  process,  from  innovation  to 
application.  I  would  expect  we  would 
make  the  greatest  progress  in  the  de- 
velopment of  new  institutions  closely 
related  to  the  universities,  dependent 
upon  them  for  logistic  support,  where 
you  would  be  able  to  get  people  to- 
gether from  the  various  disciplines  for 


the  cross-fertilization  of  ideas. 

Take  MIT,  which  has  developed 
over  the  course  of  time  from  a  techni- 
cal school  into  one  with  a  large  per- 
centage of  people  in  the  liberal  arts, 
economics,  political  science,  people 
with  very  strong  capabilities  who  work 
together  in  a  very  intensive  way  to  un- 
derstand each  other's  disciplines  to 
move  into  each  other's  areas  with  their 
different  capabilities  in  ways  that  we 
just  don't  have  at  present.  I  don't 
know  that  anything  like  that  exists 
anywhere  else  in  the  world. 

Through  this  process  you  would  be 
able  to  develop  the  mechanisms 
through  which  science  and  technol- 
ogy could  be  better  applied  to  our  do- 
mestic   and    international    problems. 


staffs,  "Okay,  you  guys  got  us  to  the 
moon,  now  show  us  how  to  get  from 
New  York  to  Washington." 

Well,  we're  not  going  to  get  there. 
We've  got  to  start  from  scratch  and 
import  technical  teams  fast.  There  is 
no  longer  means  of  production  in  the 
country  for  turning  out  the  requisite 
technical  talent.  Even  the  universities 
are  no  good.  They've  become  highly 
skilled  in  training  people  to  work  for 
DOD   and   NASA,   but   they   haven't 
been   training   people   to   design   and 
manufacture    a    tape    recorder.    Let's 
face  it:  If  you  want  serious  work  on 
small  recording  devices  in  this  coun- 
try, there's  only  one  way  to  get  it: 
Import  teams  of  Japanese  engineers 
and  applied  scientists. 
Half  of  the  Government's  R&D  ex- 
penditures over  the  past  25  years 
have  gone  to  the  DOD,  NASA  and 
AEC,  and  this  has  paid  off  so  far 
in  two  of  the  most  important  ele- 
ments   in    our    trade    account— air- 
craft    and     computers.     Can't     we 
count    on    getting    additional    spill- 
over from  these  programs  into  the 
civilian  economy? 
Melman:  Well,  there's  some  spill- 
over from   these  programs,  but  very 
little.  There  are  jet  aircraft,  nuclear 
reactors,    computers,    and    after    that 
there's  trivia.   Even   Boeing,  when  it 
converted  the  KC135  aerial  refueling 
tanker  for  the  B-52  bomber  into  the 
707  jet  airplane,  made  design  changes. 
But   that   kind   of  carryover   did   not 
occur  from   military  to  civilian  elec- 
tronics. And  why  should  you  expect 
it  to?  If  you  design  for  military  tech- 
nology, that's  exactly  what  you're  go- 
ing to  get.  If  the  spillover  theory  had 
merit,  you  should  be  able  to,  say,  con- 
centrate on   civilian   technology,   and 
expect   the   spillover  process   to   give 
you    your    military    technology.     Of 
course,  that's  absurd. 


This  would  give  us  the  kind  of  scien- 
tific and  technological  edge  to  com- 
pete with  what  is  going  to  be  a  grow- 
ing capability  in  other  parts  of  the 
world.  Certainly  it  won't  be  easy— to 
meet  the  competition,  to  maintain  our 
standard  of  living,  to  improve  the 
quality  of  life.  And  for  a  while  we  will 
find  ourselves  at  a  competitive  disad- 
vantage because  other  countries  won't 
be  as  concerned  about  environmental 
matters,  say,  until  it  catches  up  with 
them  too,  as  it  ultimately  must. 

But  these  are  long-term  solutions. 

What  can  be  done  short  term? 

Daddario:  The  Government  could 

do  several  things:  give  tax  credits  for 

research,  match  industrial  grants  for 

universities,  take  a  new  look  at  the  an- 
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titrust  laws  and  the  effect  they  have 
on  American  productive  capabilities 
and  the  ability  to  compete  with  com- 
panies from  other  countries  on  whom 
such  restrictions  are  not  placed. 

David:  Government,  industiy  and 
labor  are  going  to  have  to  form  some 
partnerships  to  really  try  to  develop 
new  products  which  all  are  agreed 
are  important  in  the  world  picture  and 
in  the  domestic  picture.  Industry  and 
Government  have  already  gone  into 
partnership,  in  effect,  in  the  nuclear 
energy   area.    The    Government    pro- 


Probably  no  one  knows  more 
about  the  evolution  of  our  tech- 
nological society  than  cultural  his- 
torian and  moral  philosopher  Lew- 
is Mumford,  author  of  last  sea- 
son's best-selling  Pentagon  of  Pow- 
er. And  probably  no  one  has  been 
more  alert  to  the  danger  technol- 
ogy poses  to  the  quality  of  human 
life.  For  over  half  a  century,  Mum- 
ford,  now  76,  has  been  decrying 
the  damage  technology  has 
wrought  not  only  on  the  environ- 
ment but  also  on  the  human  per- 
sonality. Yet,  as  Mumford  made 
clear  to  Forbes  last  month,  tech- 
nology is  not  the  real  enemy.  The 
real  enemy  is  man  and  the  en- 
thusiasm with  which  he  has  sub- 
jected himself  to  the  tyranny  of 
the  machine. 

Mumford:  I'm  not  against  tech- 
nology, but  it  has  been  overdone. 
We  have  set  ourselves  quantitative 
goals— a  steady  increase  in  the 
gross  national  product,  for  exam- 
ple—which are  partly  responsible 
for  the  immense  increase  in  pollu- 
tion and  poisoning  that's  going 
on.  We  think  of  technology  in 
terms  of  its  costs  and  benefits  and 
refuse  to  look  at  the  deficits.  And 
sometimes  the  deficits  make  the 
whole  business  ridiculous.  Please 
understand  that  I'm  not  an  enemy 
of  machines;  I'm  an  enemy  of  the 
misuse  of  machines  by  people  who 
are  out  to  get  the  maximum 
amount  of  money  or  power. 

We've  created  a  generation  al- 
ready that  will  do  nothing  by  man- 
ual labor,  nothing  that  requires 
human  effort.  If  you  want  the 
smallest  repair  made  of  a  defec- 
tive machine,  you're  up  against 
the  fact  that  nobody  uses  his  hands 
anymore  or  has  the  intelligence  to 
analyze  how  a  machine  is  con- 
structed and  do  what  is  necessary. 
In  other  words,  we  are  tinning  out 
people  who  are  themselves  inca- 
pable of  doing  anything  but  being 


vided  seed  money,  did  the  basic  re- 
search and  some  development,  and 
industry  is  coming  in  heavily  with 
$200  million  or  so  for  two  demonstra- 
tion breeder  reactors. 

Labor  comes  into  it  because  I  think 
that  to  be  competitive  in  the  world, 
we've  got  to  have  high  productivity, 
and  that  means  highly  motivated, 
highly  skilled  workers.  It  means  bring- 
ing new  technology  to  bear  on  pro- 
ductivity, in  the  automation  field,  for 
example.  We  certainly  want  to  be  re- 
sponsible for  workers  who  lose  their 


■The  Enemy  Within 


cogs  in  a  great  machine.  The  kind 
of  intelligence  that  was  fostered 
under  every  earlier  system  is  now 
disappearing  from  our  society. 

We  have  to  replace  technology 
in  part  by  human  beings.  We  have 
to  put  them  back  again  in  the  in- 
dustrial processes.  We  have  to  put 
them  back  on  the  land,  we  have 
to  put  them  back  in  the  machine 


Lewis  Mumford 

shops,  so  people  won't  be  utterly 
dependent  on  machines,  and  then 
we  will  have  an  alternative  way. 
Let  me  give  you  an  example  of 
what  I  mean.  When  the  tanks 
were  stopped  in  Normandy  be- 
cause they  couldn't  get  through  the 
hedges,  none  of  the  well-trained 
engineers  could  suggest  what  to 
do.  But  a  man  who  had  lived  on  a 
(arm  had  the  brilliant  suggestion 
of  attaching  scythes  to  the  tanks 
and  breaking  through  the  hedges. 
That's  what  real  intelligence  is. 

Every  part  of  our  technology  is 
overheated  now,   and  we  have  to 


jobs,  but  I  think  the  key  to  the  whole 
thing  is  growth  and  productivity. 

I  think  we're  arriving  at  a  point 
where  there  are  such  exciting  possi- 
bilities in  new  technology  that  we 
sort  of  have  to  stop  and  pick  and 
choose.  In  addition  to  desalinization, 
we  have  such  things  as  new  methods 
of  transportation.  In  weather  modifi- 
cation, there's  a  whole  technology 
waiting  to  be  harvested,  and  the  pay- 
off can  be  in  billions  of  dollars  a  year. 
Hail  suppression,  lightning  suppres- 
sion, increase  in  the  water  supply,  de- 


cool  it  down.  The  problem  is  to 
stabilize  technology,  create  what 
physicists  call  the  steady  state  sys- 
tem, what  I  call  a  balanced  econ- 
omy, instead  of  looking  to  indefi- 
nite expansion.  Indefinite  expan- 
sion of  anything  means  that  we'll 
have  greater  quantities  than  we 
know  how  to  deal  with.  This  steady 
state  system  is  the  same  thing  as 
the  zero  growth  economy,  but  it's 
not  a  new  idea.  John  Stuart  Mill 
described  it  almost  a  hundred  years 
ago  as  the  stationary  state.  He 
didn't  mean  that  things  didn't 
move,  he  meant  that  they  would 
be  in  a  state  of  equilibrium,  and 
we'd  have  more  energy  for  life 
and  less  for  the  production  of 
goods  that  we  didn't  need  for  pur- 
poses that  were  not  beneficial. 

Our  standard  of  life,  the  standard 
of  the  rich  nations,  will  have  to 
come  down  if  we're  going  to  lift 
the  standard  of  life  of  the  rest  of 
the  world.  We  have  a  standard 
that  you  can't  establish  for  the  to- 
tal population  of  the  world,  and 
the  notion  that  we  can  put  it 
over  and  make  money  out  of  put- 
ting it  over  is  an  illusion.  There  are 
romantic  industrial  enterprises  and 
financial  wizards— men  who  think 
they  are  hard,  practical  men,  who 
are  living  in  a  world  of  pure  illu- 
sion. They're  the  impractical  men 
of  today  because  all  the  things 
they  do  produce  the  wrong  effect. 
And  the  long-term  effects  are  in- 
creasingly negative. 

They  talk  about  benefits:  Look 
at  our  society.  Here's  a  society  that 
doesn't  know  how  to  control  the 
elemental  problem  of  drug  addic- 
tion and  the  crime  that  arises  large- 
ly out  of  it.  We  talk  about  the  ben- 
efits we're  going  to  give  the  rest  of 
the  world  when  we  don't  dare  walk 
through  the  streets  of  New  York  at 
night  without  fear  of  being 
mugged.  We  have  a  society  that  is 
mentally  in  a  state  of  disintegra- 
tion and  demoralization. 
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THE  RETAIL  PRESIDENTS  PROBLEM  FOR  1972 


How  to  pick  your  way  through  the  new 
electronic  point-of-sale  register  systems. 


Oneof  thefirst 
sign-posts 
you'll  be  looking 
for  is  a  "track 
record."  You'll 
want  to  know  what 
the  several  compet 
ing  systems  have 
achieved  so  far. 

Some  have  no  track 
record  at  all.  Others 
tentatively  point  to  a 
couple  of  months  in  ac- 
tion. On  the  other  hand,  th 
SPICE'™1*  system  devel 
oped  by  Pitney  Bowes-Alpex 
has  a  long  term,  on-the-job 
record. 

Our  first  full  store  system  started  work  in 
October,  1970.  Others,  ranging  up  to  55  registers 
with  a  credit  file,  quickly  followed.  With  such 
convincing  results  that.. . 

Of  the  seven  "top  ten"  non-food  retailers  who 
will  be  installing  electronic  registers,  five  will 
install  SPICE.  In  total,  more  than  twenty  leading 
retailers  have  decided  on  our  system. 

The  way  we  see  it,  it  can  offer  two  prime 
advantages.  One  is  the  system  itself:  it  can  do 
more  than  any  other  competing  system. 

The  other  is  our  service.  For  if  you  choose 
our  system,  you  get  the  nationwide  Pitney  Bowes 
service  organization  at  your  beck  and  call. 

And  that  means  2400  servicemen.  Before 
each  SPICE  system  is  installed,  the  local  service 


group  receives  special  extensive 
training.  This  will  be  in  addition  to 
e  training  in  electronics  many 
of  them  have  already  received. 
(In  case  you  are  unaware, 
Pitney  Bowes  machines 
often  involve  sophisti- 
cated electronics.) 
Should  you  get  any 
problem  with  the 
system  we 
guarantee 
prompt 
service  anywhere  in 
the  U.S.  Also  reassuring  to  know: 
Pitney  Bowes  is  a  Fortune  500  Company 
with  a  52-year  history  of  progressive  product 
development,  impressive  research  and  develop- 
ment capabilities  and  a  strong  commitment  to 
the  retail  field. 

For  the  full  story  on  the  Pitney  Bowes-Alpex 
system,  contact  Mr.  Michael  Levokove,  Vice- 
President-Marketing,  Pitney  Bowes-Alpex, 
Commerce  Park,  Danbury,  Conn.  06810. 


==  Pitney  Bowes 

RETAIL  SYSTEMS 


Pitney  Bowes-Alpex 
Monarch  Marking  Systems 
Malco  Plastics 


"Sales  Point  Information  Computing  Equipment 


An  apology  for  advertising  Plymouth  Gin. 


Plymouth  Drinkers,  forgive  us 
For  years  you  had  Plymouth  to 
yourself.  It  was  like  Acapulco 
before  the  crowds. 

Now,  the  time  has  come 
to    acquaint    more    Ameri- 
cans with  our  English  Gin 

But  rest  as- 
sured everything 
else    will    remain 


unchanged. The  monk  on  our 
label.  Our  Refectory,  where 
the  Mayflower  Pilgrims  met. 
And  our  prized  ingredients. 
Finally,  our  price  will  remain 
mildly  extravagant. 

Theworld  may  be  watch- 
ing, but  they  won't 
all  be  drinking. 


When  you 

think  banking—think 

First  National  State 
Bancorporation 


pP*^        New  Jersey's 

first  billion-dollar 

bank  holding  company 

JFlrst  Jftational  $tatc  bancorporation 

550  BROAD  STREET  /  NEWARK,  N.J.  07102 

Member  Banks:  First  National  State  Bank  of  New  Jersey  /  The  Edison  Bank  N  A   / 

First  National  State  Bank  of  North  Jersey  /  First  National  State  Bank  of  Northwest  Jersey  / 

First  National  State  Bank  of  Spring  Lake 

Members  FDIC 


creased  danger  from  hurricanes  and 
perhaps  tornadoes.  There's  the  area  of 
high-powered  lasers,  the  exploration 
of  the  ocean  and  the  continental 
shelves,  their  resources  and  ways  of 
making  the  most  of  them.  It  has  great 
possibilities  for  food  supply. 

Over  the  long  pull,  in  the  Seven- 
ties, our  R&D  expenditures  are  going 
to  go  up,  because  I  think  that  every- 
body's going  to  recognize  that  the 
country's  well-being  depends  on  it. 
But  I  don't  think  we're  talking  about 
billions  and  billions  of  dollars  a  year. 
That's  not  the  problem.  The  R&D  ex- 
penditures of  this  Government  are 
about  2.6%  of  the  gross  national 
product.  I  don't  think  you  have  to 
change  that  very  much— raise  it  to 
3%,  maybe  even  3.2%,  something  like 
that.  But  you  don't  have  to  double  it. 
What  we  undertake  to  do  has  to  be 
sound,  be  thought  through,  and  it  has 
to  have  a  payout  in  economic  terms 
that  will  have  an  effect  on  our  bal- 
ance of  payments,  be  useful  on  the 
domestic  scene,  and  be  consistent 
with  the  quality  of  life. 

M  elm  an:  There  is  a  basic  miscon- 
ception of  the  quality  and  depth  of 
the  problem.  The  problem  is  not  sim- 
ply that  there's  not  enough  R&D  in 
certain  fields.  The  problem  starts  with 
the  fact  that  in  a  series  of  industries 
there's  none.  The  second  matter,  and 
by  far  the  overriding  one,  is  that  the 
depletion  is  not  simply  in  the  realm  of 
technology  narrowly  understood,  the 
depletion  runs  to  the  point  of  the  un- 
availability of  the  whole  cadres,  or- 
ganizations and  practice  which  to- 
gether make  a  competent  industry.  A 
depleted  industry  is  one  that  has  a 
market  which  it  cannot  serve. 

We  should  cut  $50  billion  from  the 
defense  budget.  The  remaining  $25 
billion  to  $29  billion  would  buy  a 
defense  security  aimed  at  three  things 
—highly  reliable  nuclear  deterrents, 
guarding  the  shores  of  the  country 
and  participating  in  international 
peacekeeping.  The  $50  billion  saved 
could  make  the  difference  between 
the  process  of  depletion  that  is  obvi- 
ously now  at  the  crisis  level  and  the 
beginning  of  a  process  of  economic 
restoration.  By  going  to  productive 
employment,  you  would  get  an  im- 
mense change  in  employment  levels 
and  as  soon  as  the  country  turned  its 
capital  funds  to  productive  eco- 
nomic growth  the  U.S.  would  dis- 
cover that  it  would  have  a  skilled 
labor  shortage  for  the  rest  of  the  cen- 
tury. Under  the  most  optimistic  con- 
ditions I  think  it  will  require  the  rest 
of  the  century  to  restore  economic 
and  technical  competence  to  the 
American  industries  that  have  deteri- 
orated, collapsed  over  the  last  quar- 
ter of  a  century.   ■ 
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Natural  gas, 
right  off  the  boat 


America  needs  the  energy  to  grow. 


We're  importing  Liquid  Natural  Gas. 
If  s  helping  us  meet  the  peak  winter  demand  in  the  cold  Northeast 
And  within  five  years,  LNG  will  be  in  use  all  across  the  country. 

Natural  gas  becomes  a  liquid  when  its  temperature 
is  lowered  to  260  degrees  below  zero.  This  makes  it  a 
compact  and  readily  transportable  energy  source.  In  fact, 
LNG  actually  powers  the  engines  of  the  ships  that  carry  it 

Once  here,  LNG  can  be  quickly  transformed 
back  to  gas.  And  as  a  gas,  give  us  600  times  its  volume 
as  a  liquid.  Or  it  can  be  left  as  is.  And  stored 
conveniently  until  needed. 

This  LNG  is  the  same  energy  that 
powered  the  Blue  Flame  car  to  a  new  world 
land  speed  record.  The  same  pure  power  that 
has  already  proven  itself  as  a  virtually 
pollution-free  fuel  for  motor  vehicles. 

Liquid  Natural  Gas.  It  allows 
us  to  bring  the  vast  gas  supplies  of  the 
world  right  to  our  shores.  And  supplies 
another  answer  to  the  country's 
increasing  energy  needs. 

A  AMERICAN!  GAS  ASSOCIATION. 


Questions  for  management 

looking  for 

new  plant  locations 

Before  authorizing  the  search,  here  are  some 
questions  to  consider. 

•  Will  our  survey  be  made  impartially,  free  from 
internal  prejudices  and  external  pressures? 

•  Will  the  results  be  presented  with  clearly 
defined  recommendations  backed  up  by  facts? 

•  Will  the  survey  be  handled  confidentially  so 
that  we  have  complete  control  of  publicity? 

•  Will  the  survey  be  made  in  logical  sequence, 
isolating  the  best  location  step  by  step? 

•  Can  my  people  sift  the  many  claims  they'll 
receive? 

•  Do  we  have  the  resources  to  follow  through 
on  optioning  and  proving  out  a  site? 

An  Austin  Plant  Location  Survey  can  help  you 
answer  these  important  questions.  It  is  one  of 
seven  Austin  engineering-economic-consulting 
services  which  are  an  important  initial  step 
in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 

THE  AUSTIN 
COMPANY 

Designers  -  Engineers  -  Builders 


What 
Makes  Rossi  Run? 

He's  not  pushing  Trop- 
icana  just  from  instinct: 
He  knows  exactly  what  he 
wants  to  do  with  the  money. 

For  most  men  in  their  70s,  to  have 
risen  from  nothing  to  become  multi- 
millionaires, to  have  built  the  compa- 
ny they  founded  into  the  clear  leader 
in  its  industry,  and  to  have  seen  their 
company's  stock  become  one  of  Wall 
Street's  hottest,  would  seem  ample  ex- 
cuse to  do  a  little  nodding  in  the 
sun.  But  not  Anthony  T.  Rossi.  The 
6-foot,  5-inch  president  and  chairman 
of  Tropicana  Products  had  not  only 
taken  his  company  public  when  he 
was  in  his  late  60s,  but  now  at  71 
he  is  preparing  to  invade  a  new  field 
in  the  teeth  of  marketing  competi- 
tion as  formidable  as  any  in  U.S. 
business. 

"Compulsive"  might  seem  the  best 
description  for  most  70-year-olds  who 
push  to  expand  their  companies  long 
after  they  have  run  out  of  ideas  on 
what  to  do  with  the  extra  money  they 
make.  By  contrast,  Rossi  needs  the 
money— and  knows  exactly  what  he 
is  going  to  do  with  it. 

Little  Ones  Count 

Italian-born,  Rossi  ran  a  grocery 
store  in  New  York  City.  In  the  late 
Twenties  he  moved  to  Florida  and 
began  packing  gift  fruit  boxes  for 
Macy's,  Gimbel's  and  Sears.  But  with 
that  volume  of  business  came  lots  of 
little  oranges  not  suitable  for  gift  box- 
es, so  Rossi  started  shipping  them  to 
his  old  grocery  partner  in  New  York 
who  squeezed  them  and  sold  the  fresh 
juice  to  New  York  restaurants.  With 
the  introduction  of  fresh-frozen  con- 
centrated orange  juice  after  World 
War  II,  in  1949  Rossi  took  $30,000, 
bought  a  juice  concentrator  and  went 
into  the  frozen  orange  concentrate 
business. 

Five  years  later,  not  wanting  to  be 
just  another  commodity  orange  juice 
concentrator,  he  made  the  big  step 
into  chilled  fresh  juice.  The  rest  is 
history.  By  1971  Tropicana  had  59% 
of  the  market  and  was  making  $6.8 
million  on  $86.3  million  sales,  repre- 
senting a  spectacular  42%  return  on 
shareholders'  equity. 

The  secret?  "Control,"  says  Rossi  in 
a  heavy  Italian  accent.  "If  you  lose 
control,  you  lose  everything.  We're  a 
sort  oi  do-it-yourself  company."  Thus, 
Rossi  designs  much  of  his  own  pro- 
cessing equipment,  which  is  then  made 
in  the  company's  own  steel  fabrication 
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FREE  DINNERS 


PARTICIPATING  RESTAURANTS 

Exclusive  Winter-Spring  Program- Dec.  1, 1971  to  June  1, 1972 


*I0 

A  SEASON 


Cote  D'Azur Atherton 

Plateau  7 San  Jose 

Del  Vecchio's San  Francisco 

Plumed  Horse Saratoga 

The  Cooperage Los  Altos 

The  Cooperage San  Francisco 

The  Bellows San  Jose 

La  Fonda San  lose 

Gazebo Los  Gatos 

La  Hacienda Los  Gatos 

Renzo's  Continental Campbell 

Golden  Steer Redwood  City 

El  Gaucho Saratoga 

Gato  Del  Oro Los  Gatos 

Dream  Inn Santa  Cruz 

The  Friars Palo  Alto 

Tiburon  Lodge Tiburon 

MR.  EXECUTIVE 

Here  is  something  special  designed  for 
you,  your  clients  or  your  employees . . . 
The  Carriage  Trade  Dinner  Club  offers 
the  Member  an  introduction  to  many  of 
the  Area's  Finest  Restaurants. 

HOW  IT  WORKS 

1 .  The  Member  is  entitled  to 

ONE  FREE  DINNER  in  each  of  these 
OUTSTANDING  RESTAURANTS  when 
another  dinner  is  purchased  at 
the  same  time! 

2.  YOUR  CHOICE  OF  MENU 
No  Restrictions  or  Limitations! 

3.  Present  your  Membership  Card  ONLY 
when  presented  with  the  Dinner  Check. 

4.  All  Restaurants  honor  the  Membership 
during  the  week  and  many  welcome 
Members  on  weekends  as  well! 

Other  Carriage  Trade  Dinner  Club  Areas: 
Denver,  Colorado  and  Phoenix,  Arizona. 


Golden  Pavilion Los  Altos 

Golden  Pavilion San  Francisco 

Mary  Dracos  Cellar Monterey 

Elegant  Rooster Monterey 

Rick's  Swiss  Chalet Palo  Alto 

Dinah's  Shack Palo  Alto 

Roger's Santa  Clara 

Moonraker Pacifica 

Waikiki  Village Los  Gatos 

Le  Restaurant  Francais Santa  Cruz 

Highlands  Inn Carmel 

Nick's Pacifica 

Greek  laverna San  Francisco 

Slater  Hawkins San  Francisco 

Papagayo  Room Pacifica 

Sand  Castle Los  Altos 

Sainte  Claire San  Jose 


Sea  Witch San  Francisco 

Duey's  Prime  Rib San  Jose 

Rare  Steer San  Jose 

Rare  Steer Santa  Clara 

Trout  Farm Felton 

Cook  Book Campbell 

Cathy  House San  Francisco 

Mandarin  House San  Carlos 

Balken  Village Los  Altos 

Down  Under San  Francisco 

Little  Caleta Los  Altos 

Frank's Millbrae 

Adolph's Santa  Cruz 

Holiday  Inn South  San  Francisco 

Surf  rider Santa  Cruz 

Bullfighter  Inn Los  Altos 

The  White  Whale San  Francisco 


1535  MERIDAN  AVENUE  'SAN  JOSE,  CALIF.  95125  'PHONE  266-2630 

I  hereby  apply  for  membership  in  the  Carriage  Trade  Dinner  Club's  Exclusive  Winter-Spring 
Program.  I  am  enclosing  $10.00  and  it  is  understood  that  I  may  use  my  Membership  Card 
starting  December  1,  1971  and  continuing  to  lunel,  1972. 1  also  understand  that  I  may  return 
all  materials  UNUSED  within  10  days  for  a  full  refund  if  I  am  not  satisfied  with  my  purchase. 
NAME 


ADDRESS.. 
CITY 


-APT.. 


-STATL 


_ZIP_ 


Print  Person's  Name  to  Receive  Gift 
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rtTY 

STATE 

7IP 

\  D  SEND  TO  ME 

D  SEND  DIRECT 

n  T.IFT  FROM                                                                  / 
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INSANFRAN\  !  \RNY  STS.  AND  ST.  FRANCIS  HOI  I! 

LIMITED  SELE<  i  KM  MAN  SUITS  IN  OTHER  HASTINGS  STORES. 
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plant  and  installed  by  the  company's 
own  construction  crew,  which  also 
builds  all  the  company's  buildings. 

After  extraction,  the  juice  is  asep- 
tically  packed  by  a  Rossi-invented 
method  that  keeps  it  from  spoiling 
without  refrigeration  for  up  to  three 
months.  It  is  packed  in  bottles  made 
in  the  company's  own  container  plant 
and  shipped  in  a  company-owned 
train  ("The  Great  White  Train")  that 
makes  weekly  runs  from  Florida  to  the 
main  New  Jersey  distribution  center. 

Given  this  tight  setup,  with  Tropi- 
cana  thoroughly  dominating  the  fresh 
citrus  juice  market,  and  with  its  stock 
hotter  than  a  pistol  (it  has  soared 
from  29  to  54  since  its  New  York 
Stock  Exchange  listing),  why  in  heav- 
en's name  should  Rossi  tackle  Coca- 
Cola's  big  Minute  Maid  and  invade  the 
branded  frozen  con- 
centrate market  as 
he  is  now  doing? 

The  first  reason 
is  a  personal  one 
about  which  Rossi 
prefers  to  say  as 
little  as  possible. 
Soon  after  his  ar- 
rival in  the  U.S. 
shortly  after  the 
end  of  World  Wat 
I,  Rossi  became  an 
ardent  Baptist  con- 
vert. To  this  day 
he  is  a  lay  evange- 
list, and  spends  his 
yearly  two-week 
vacation  preaching 
in  Italy.  His  major 
reason  for  taking 
the  company  pub- 
lic was  to  provide 
a  market  value 
for  the  Tropicana 
stock  he  has  giv- 
en to  Baptist  and 
other  religious  or- 
ganizations (such 
Rossi  of  Tropicana  as  the  Gideons), 
which  will  pre- 
sumably inherit  a  great  deal  more 
.stock  from  Rossi,  who  is  childless. 

That  puts  it  squarely  up  to  Rossi 
to  continue  the  growth  that  more 
than  doubled  Tropicana's  sales  and 
quintupled  its  earnings  in  the  last  five 
years.  And  the  prospect  for  continued 
profitable  growth  in  fresh  citrus  juice 
may  be  limited,  even  though  the  com- 
pany has  introduced  individual-sized 
bottles  and  is  promoting  orange  juice 
for  more  than  just  breakfast  use. 

So  the  word  "growth"  has  taken  on 
a  new  meaning  for  Rossi:  "I  never 
thought  it  could  be  like  this,"  he  says. 
"I  enjoy  running  the  business,  and  be- 
fore, if  we  didn't  make  a  big  profit,  it 
was  all  right.  We  had  plenty  to  eat. 
But  now,  we  have  to  accomplish."  ■ 
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Elsa  Olson,  Marengo,  Iowa 
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Value  added  by  Iowa  employees  is 
15.5%  above  the  national  average. 

In  most  cases,  companies  with  plants  in  Iowa  and  identical 
sister  plants  in  other  states  are  finding  that  their  Iowa 
plants  are  more  efficient  and  more  profitable. 

Why?  Because  Iowa  has  workers  who  work;  intelligent, 
well-educated  workers  who  take  a  midwestern  pride  in  the 
things  they  make;  workers  who  don't  have  to  be  told  what 
to  do,  or  watched  while  they're  doing  it;  workers  who  still 
give  you  an  hour's  work  for  an  hour's  pay;  workers  who 
are  good  with  their  hands,  who  often  come  from  farms  and 
are  used  to  working  with  machinery;  workers  who  have 
made  Iowa  plants  among  the  most  efficient  in  the  nation. 

Latest  Census  of  Manufacture  figures  show  that  value 
added  per  Iowa  production  worker  is  more  than  $3000 
above  the  national  average.  In  fact,  value  added  by  Iowa 
employees  for  every  dollar  paid  them  is  15.5  per  cent  above 
the  national  average.  For  information,  send  this  coupon. 


Iowa  Development  Commission, 250  Jewett  Bldg.,  Dept.  Fb-11 
Des  Moines,  Iowa  50309 

Please  send  me  information  of  industrial  opportunities  in  Iowa 

NAME PHONE 

FIRM  


ADDRESS 


CITY. 


STATE 


Slowe 

zip a  place  to  grow 


51 


Bitter  Lessons 


"If  you  ask  me  today  if  I  would  prudently  put  a  25 -year -old 
boy  in  charge  of  a  vast  corporate  empire,  I  would  say,  No  sir." 


Actually,  William  M.  White,  chair- 
man and  president  of  Denver's  Great 
Western  United  Corp.,  wasn't  25  but 
28  when  he  created  the  company  in 
1968.  At  25  he  had  been  a  vice  presi- 
dent of  Wall  Street's  swinging  Allen 
&  Co.  He  used  that  spot  as  a  base  to 
take  over  Colorado  Milling  &  Elevator 
Co.,  and  then,  over  the  protests  of  the 
Denver  Establishment,  to  merge  it  into 
Great  Western  Sugar  Co.,  the  nation's 
largest  beet  sugar  producer.  At  the 
time  White  told  his  stockholders,  with 
the  cocksureness  that  so  characterized 
him  then,  that  his  goal  was  "continu- 
ous earnings  growth"  and  that  Great 
Western  will  be  "on  the  cutting  edge 
of  progress." 

Look  who  got  cut  up.  Since  White 
took  over,  earnings  have  dropped 
steadily,  from  $5.98  a  share  in  1967 
to  a  loss  of  $2.24  in  fiscal  1971  (end- 
ed last  May  31).  Sales  are  down  from 
$261  million  in  1967  to  $241  million. 
Last  month  White  cancelled  cash  div- 
idends, which  had  been  paid  every 
year  since  1933.  Great  Western's  com- 
mon, which  was  already  down  sharp- 
ly from  its  high  of  79  in  1969,  fell 
still  further  to  17K. 

Meanwhile,  Colorado  Milling  &  El- 
evator, which  White  evidently  viewed 
as  merely  a  temporary  corporate  vehi- 
cle, is  being  sold.  White  now  says  he 
would  sell  even  Great  Western  Sugar 
itself  to  a  growers'  cooperative  if 
they'll  pay  book  value.  What  would 
then  be  left  is  Great  Western  Cities, 
a  promotional  land  development  com- 
pany, that  White  says  he's  trying  to 
reform,  and  Shakey's,  a  string  of  fran- 
chised  pizza  parlors. 

Yet  this  is  the  same  company 
White  said  in  1968  was  "big  enough 
to  do  anything  we  want."  Today 
White  cringes  at  the  reminder. 
"There's  no  doubt  in  my  mind,"  he 
says,  "that  I  put  this  company  togeth- 
er too  fast.  The  components  came  in 
before  the  management  to  run  them." 
White  also  blames  his  troubles  on 
the  go-go  excitement  of  the  late  Six- 
ties, when  otherwise  rational  business- 
men appeared  to  believe  in  perpetual 
motion.  "Wherever  I  turned  for  advice 
three  years  ago,"  he  says,  "there  was 
nobody  around  telling  me,  'Whoa,  be 
more  careful.' " 

Word  Magic 

So  White  wasn't.  In  short  order  he 
acquired  full  or  part  interest  in  a  flour 
and  pancake  mix  company,  a  Christ- 
mas tree  company,  a  lime  quarry,  an 
agricultural   research   company,    Sha- 


key's and  California  City  Develop- 
ment Co.,  rechristened  Great  Western 
Cities.  A  chain  of  steak  restaurants 
was  started,  and  the  company  became 
a  partner  in  oil  exploration  ventures. 
This  motley  crew  was  rechristened, 
by  Bill  White's  word  magic,  "a  crea- 
tive marketing  company." 

To  White,  all  this  is  ancient  history. 
His  big  problem  now  is  increasing  his 
cash  flow  by  selling  land  and  lease- 
holds in  Great  Western  Cities'  prod- 
ucts. Great  Western  United's  long- 
term  debt  is  $78  million,  more  than 
its  current  assets  and  twice  as  much 
as  its  net  working  capital.  Now  White 
is  trying  to  increase  his  credit  line  by 
$17  million.  That's  why  he  had  to 
cancel  dividends  and  is  willing  to  sell 
both  Colorado  Milling  and  Great 
Western  Sugar.  But  White  also  con- 
tends that  neither  operation  is  as 
potentially  profitable  as  Shakey's  and 
Great  Western  Cities. 

"When  we  acquired  them,"  says 
White,  "Shakey's  and  Great  Western 
Cities  required  complete  rebuilding, 
more  than  I  expected."  White  says  he 
has  changed  Shakey's  from  a  compa- 

Whife  of  Great  Western  United 


ny  interested  primarily  in  selling  fran- 
chises to  one  that  now  gives  its  fran- 
chised  dealer  proper  marketing  sup- 
port. He  also  is  shifting  emphasis  from 
franchising  parlors  (now  358  in  num- 
.  ber)  to  opening  company-owned  par- 
lors (now  at  42).  A  lawsuit  by  some 
dealers,  which  was  settled  essentially 
in  their  favor,  probably  helped  both 
transformations. 

Great  Western  Cities'  problems  are 
much  bigger.  For  years  it  was  selling 
bare  lots  in  California  City,  a  forlorn 
part  of  the  Mojave  Desert  that,  after 
13  years,  still  has  only  2,300  residents 
on  its  100,000  acres.  Says  White:  "A 
very  substantial  portion  of  total  sales 
previously  came  not  from  prospects 
but  from  sales  trainees  and  their  im- 
mediate friends."  Translation:  The 
company  told  people  it  was  recruiting 
them  as  salesmen  when  it  was  really 
recruiting  them  as  customers.  White 
says  these  abuses  have  been  stopped 
and  the  company  is  shifting  to  full- 
time  professional  salesmen. 

Further,  Great  Western  Cities  now 
books  sales  and  profits  only  after  20% 
of  the  net  price  is  received,  vs.  5% 
formerly.  White  says  that  only  3.7% 
of  such  sales  fall  through,  but  the 
changeover  last  year  cost  Great  West- 
ern $10.2  million,  or  $4.90  a  share. 
Otherwise  the  company  would  have 
earned  $2.66,  though  that  is  still  the 
lowest  in  four  years. 

Now  White  says  he  is  changing 
Great  Western  Cities  from  a  land  sales 
to  a  community  development  company 
that  also  builds  utilities,  community 
centers,  stores  and  houses.  "Nonethe- 
less," he  emphasizes,  "our  most  press- 
ing problem  right  now  is  to  maintain 
and  increase  the  level  of  sales  so  that 
we  can  afford  to  do  the  community 
development." 

And  so  Great  Western,  which  four 
years  ago  was  a  mundane  but  profit- 
able sugar  and  milling  company,  will 
soon  be  a  pizza  parlor  company 
(close  to  $8  million  sales  last  year) 
and  a  community  development  com- 
pany ($58  million). 

"We  are  not  going  to  see  a  substan- 
tial growth  in  earnings  in  1972  nor 
probably  in  1973,"  says  White.  "But 
the  company  now  is  a  sound  company. 
We  have  been  in  the  process  of  chang- 
ing from  a  low-return  business  to  a 
high-return  business.  Now  we  have 
two  businesses  with  a  very  high 
growth  potential." 

Perhaps  he  does.  But  why  should 
a  single  Great  Western  stockholder 
believe  him?  ■ 
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What  can  you  say  to 
the  outfit  that  shook-off, 
shook-out  and  shook-up 
the  rules  in  business 
insurance? 


ls£  J  Provm£  business  insurance 
was  ripe  for  fresh  ideas  and 
new  approaches  wasn't  easy. 

Some  people  were  fixed  in  their 
ways.  Others  thought  our  ways 
were  just  too  new. 
But  even  then  there  were  many 


who  liked  our  pluck  and  signed  up. 
They  were  nice  enough  to  spread 
the  word  about  us,  and  things 
started  happening. 

Now  a  lot  of  people  are  saying, 
"Glad  to  do  business  insurance 
with  you." 

We've  become  known  as  mav- 
ericks and  boat  rockers.  Our  people 
are  recognized  as  hand-picked 
specialists  who  have  brought  some 
fair-size  savings  to  company  after 
company— big  companies,  small 
companies,  and  companies  just  the 
size  of  yours. 

Fresh  thinking  has  a  place  in 
business  insurance  after  all.  Isn't 
it  time  you  call  Allstate?  We're  in 
the  book. 


/instate 

BUSINESS  INSURANCE 


Available  m  most  states.    Allstate  Insurance  Company. 
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Whose  Grass  Is  Greener? 


Europeans  are  far  from  bullish 
about  the  economic  situation  in  the 
U.S.,  and  they  aren't  happy  about 
social  conditions  either.  Neverthe- 
less, big  European  investors  con- 
tinue to  hold  and  to  make  big  in- 
vestments in  Wall  Street.  Why? 

The  conventional  answer  is:  li- 
quidity. It's  difficult  to  get  into  and 
out  of  big  blocks  of  stock  on  the 
Continent.  It's  relatively  easy  in  the 
U.S.  But  there's  much  more  than 
liquidity  behind  continuing  Euro- 
pean equity  investments,  especially 
so  far  as  die  German  investors  are 
concerned. 

Our  authority  on  this  is  a  very 
young  (30)  but  veiy  experienced 
American  stockbroker  who  has 
lived  and  worked  in  Germany  for 
the  past  six  years.  His  name  is  Nor- 
bert  K.  Siegel  and  he  heads  W.E. 
Hutton  &  Co.'s  Munich  office, 
where  he  conducts  a  lively  trade 
doing  just  what  he's  talking  about: 
buying  and  selling  U.S.  stocks  for 
German  institutions  to  the  current 
tune  of  $100-million  worth  a  year. 

A  few  years  ago,  Siegel  says,  the 
Germans  looked  to  Wall  Street  for 
excitement,  "for  the  'double-your- 
money'  atmosphere  that  doesn't  ex- 


ist in  Germany."  But  then  came 
Bemie  Cornfeld,  Four  Seasons, 
Penn  Central.  "The  Germans,"  says 
Siegel,  "were  stuck  with  an  awful 
lot  of  dogs." 

This  did  not,  however,  drive 
them  out  of  Wall  Street.  "In  the 
last  nine  months  the  first  place  the 
Germans  have  looked  for  quality 
is  Wall  Street.  Tokyo  has  been  a 
close  second." 

Liquidity  aside,  why  are  Ger- 
mans still  buying  U.S.  stocks  when 
they  are  disturbed  about  conditions 
in  the  U.S.?  Because,  says  "Bob" 
Siegel,  there  are  certain  structural 
and  historical  rigidities  in  the  Ger- 
man economic  system  that  strictly 
limit  investment  opportunities. 
Thus,  however  brown  the  U.S. 
grass  looks  to  the  Americans,  it  still 
looks  mighty  green  to  the  Germans. 

Siegel  explains :  "Think  of  a  post- 
World  War  II  publicly  listed  Ger- 
man growth  company  in  the  style 
of  IBM,  3M  or  Xerox.  Volkswag- 
en? Wrong.  Volkswagen  was  a 
state-owned,  prewar  firm  that 
merely  went  public  in  1961.  Keep 
thinking,  and,  as  you  do,  wonder 
where  all  that  amazing  West  Ger- 
man growth  came  from  to  make  it 


Siegel  of  W.E.  Hutton 
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the  giant  of  Europe.  The  answer 
is  that  the  growth  came  from  the 
big  getting  bigger. 

"There  will  never  be  a  German 
stock-market  growth  company  like 
IBM,  3M  or  Xerox.  Two  thousand 
U.S.  corporations  went  through  an 
Underwriting  in  1969.  In  Britain 
the  figure  was  125.  In  Germany 
the  number  was  two." 

Bob  Siegel  slammed  his  hand 
on  his  desk  with  all  the  force  of 
his  6-foot,  5-inch,  210-pound 
frame.  "That's  right,  two  under- 
writings  in  the  whole  country!" 

To  put  it  bluntly,  he  said,  Ger- 
many's prosperity  simply  has  not 
created  many  real  stock  market 
investment  opportunities.  There 
are  the  big  industrial  giants  get- 
ting bigger  and  bigger.  What  else? 
Almost  nothing  else.  "If  a  little 
company  becomes  successful,  it 
either  has  to  stay  medium-sized, 
stop  growing  or  sell  out  to  either 
an  enterprising  German  company 
or  U.S.  company:  like  Braun  going 
to  Gillette,  Rei-Werke  to  Procter 
&  Gamble,  Kuba-Imperiale  to  Gen- 
eral Electric." 

Where  are  Germany's  Polaroid, 
Avon  Products,  Xerox?  They  sim- 
ply don't  exist. 

Furthermore,  stocks  in  Germany 
have  no  real  public  following.  The 
U.S.'  little  investor  may  be  dis- 
paraged at  home,  but  Germany 
sorely  misses  his  counterpart.  The 
banks  (whose  asset  base  has  tri- 
pled in  the  last  decade)  and  the 
insurance  companies  (whose  base 
has  quadrupled)  make  the  market. 
In  all,  there  are  40  stocks  being 
actively  traded.  (Even  corporate 
pension  funds  are  reinvested  in  the 
company. ) 

"You  pay  a  premium  price  on 
the  German  stock  market  when  a 
stock  starts  to  move  up,"  says  Sie- 
gel with  an  amused  smile,  "and 
there  are  no  bids  when  the  stock 
is  on  the  way  down.  That's  why 
the  German  domestic  mutual  funds 
move  up  and  down  in  unison.  How 
can  you  get  variety  when  every- 
one moves  after  the  same  few 
stocks?" 

What  makes  the  German  stock 
market  move  at  all?  The  same  thing 
that  makes  any  stock  market  move. 
It's  just  that  in  Germany  that 
movement  is  almost  unbelievably 
predictable.  The  market  price 
moves  up— with  that  scarcity-value 
premium  built  in.  The  company 
then  floats  a  secondary  issue.  Down 
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^^rur  tag  carries  a  lot  of  weight. 

With  consumers,  retailers  and  manufacturers. 

The  Wear-Dated®  tag  guarantees  clothing  for  a 
year's  normal  wear,  or  we  pay  for  what  you  bought. 
The  whole  price.  That's  quite  a  promise. 

Consider,  our  guarantee 
covers  fabrics  we  don't  weave 
and  clothes  we  don't  make, 
sold  in  stores  we  don't  own. 
We  can  do  this  because 
we  don't  give  the  tag  to  everyone.  Just 
those  who  use  our  fibers  right.  And 
our  testing  lab  tells  us  who  they  are. 

This  is  no  reaction  to  the  new"con- 
sumerism'.'  We've  made  the  promise 
for  nine  years,  because  we  know  our 
fibers  can  live  up  to  it.  Our  Acrilan® 
acrylic,  our  Monsanto  Nylon  and  our 
Monsanto  Polyester. 
We  count  on  them  just  as  we  count  on  every- 
thing we  develop.  From  Astroturf®  to  electronic  com- 
ponents, to  hybrid  pigs,  to  environmental  control 
systems,  to  thousands  of  surprising  products  — 
and  promises  -  at  M0n$ant0. 

the  science 
company. 


FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  TEXTILE  PRODUCTS. 

WRITE  BOX  G5EBE2. 

MONSANTO  COMPANY. 

800  N.LINDBERGH  BLVD., 

ST.  LOUIS.  MO.  63166 


What  your 
employees  do 

arterave 

is     U    • 

your  business. 

If  you  need  with-it  people  to  make 
your  business  better,  doesn't  it 
make  sense  to  keep  them  happy? 
And  keep  them? 

Life -like -nowhere -else  makes 
the  difference  when  you  locate 
your  plant  or  business  in  Fort 
Lauderdale  and  environs. 

Because  life  is  easier,  with 
more  zing,  people  strive  to  keep 
it  that  way.  By  keeping  their  jobs. 

You'll  see  the  difference  in  your 
balance  sheet.  Happy  employees 
are  more  productive.  Healthy  em- 
ployees show  up  for  work.  And 
there's  a  lot  less  job  turnover. 

Write  for  your  free  copy  of 
Broward    Facts   For   Industry. 

We'll  send  along  some  facts  of 
life:  sunshine  and  fresh  air  (clean- 
est of  any  U.S.  metro  area)  .  .  . 
beaches  and  boating  (10  miles  of 
public  beach,  200  miles  of  boat- 
able  waterways)  .  .  . 

Mail  coupon  now.  It's  your 
business. 

BROWARD  INDUSTRIAL  BOARD 
2050  EAST  OAKLAND  PARK  BLVD. 
FORT  LAUDERDALE,  FLORIDA  33304 

John  0  Dabney,  Exec.  Director 
Broward  Industrial  Board 
2050  East  Oakland  Park  Blvd. 
Fort  Lauderdale,  Florida  33304 

Please  send  FACTS  FOR  INDUSTRY  to: 

Namei 

Firm 

Address 

City ___ 

State Zip 


The  Broward  Industrial  Board  represents 
Fort  Lauderdale,  Hollywood,  Pompano  Beach,  Plan- 
tation, Deerfield  Beach,  Oania.  Hallandale,  Mar- 
gate, Port  Everglades 
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goes  the  market  price  in  the  face 
of  all  that  dilution.  No  one  bids,  so 
no  one  sells  and  the  process  starts 
all  over  again. 

Mark  that  well:  New  issues  and 
underwritings  are  really  only  a  very 
secondary  way  of  financing  capital 
growth  in  Germany,  whereas  in 
the  U.S.  the  stock  market  is  much 
more  a  primary  vehicle  for  raising 
capital.  Rarely,  if  ever,  can  an  in- 
vestor get  in  on  the  ground  floor. 
Or  even  dream  of  doing  so. 

"In  Germany  the  prime  method 
is  still  direct  borrowing  from  the 
institutions,"  says  Siegel.  "Let  me 
burst  a  few  cherished  myths  to  ex- 
plain why.  To  paraphrase  Ade- 
nauer, the  Germans  in  1947  were 
existing  on  a  thousand  calories  a 
day:  too  much  to  die  on,  not 
enough  to  live  on.  Germany  was  a 
labor-short,  capital-short,  markets- 
short  economy.  The  only  thing 
that  has  changed  is  that  the  Ger- 
mans have  plenty  of  food  and 
plenty  of  markets.  It  is  still  a  la- 
bor-short and  relatively  capital- 
short  country.  By  U.S.  standards, 
where  there  are  6  million  unem- 
ployed, Germany  has  a  very  high- 
class  problem  indeed:  There  is  no 
unemployment  at  all.  But  it  is  still 
a  problem. 

"That's  why  Germany  has  been 
so  busy  trying  to  set  up  produc- 
tion facilities  overseas,"  says  Sie- 
gel, "to  get  domestic  labor  and  lo- 
cal financing." 

How  can  Germany,  a  nation  of 
savers,  be  capital  short?  "That's 
really  a  two-part  question,"  says 
Siegel.  "First  is  that  you  are  look- 
ing at  all  this  through  U.S.  eyes. 
Sure,  Germans  save  12%  of  dispos- 
able income,  but  German  per  cap- 
ita income  is  around  half  that  of 
the  U.S.,  and  in  a  country  with 
less  than  one-third  the  U.S.  popu- 
lation, the  math  will  tell  you  there's 
not  that  much  money  to  be  had 
from  savings. 

"You  know,  1971  is  the  first  year 
in  a  decade  that  the  German  chem- 
ical industry,  probably  the  coun- 
try's most  notoriously  capital-in- 
vestment-conscious  industry,  has 
had  to  cut  back  in  capital  invest- 
ment. That's  where  the  money  has 
been  going.  The  big  are  just  get- 
ling  bigger  and  spreading  their 
base  worldwide." 

Siege!  then  metaphorically  took 
that  situation  back  to  the  prob- 
lems facing  the  would-be  small 
growth      company     in      Germany. 


"There's  practically  no  venture 
capital  in  Germany  because  the  de- 
mand for  working  capital  is  always 
so  great.  So  the  guy  with  the  great 
little,  growth  company  borrows 
from  the  bank.  The  bank  goes 
along  with  him  until  he  needs  more 
money.  Then  it  takes  a  piece  of  the 
action,  maybe  20%  or  25%  of  his 
company,  and  on  the  basis  of  in- 
creased capitalization,  lends  him 
more  money.  Next  time  he  needs 
money  to  increase  production  or 
expand  his  sales  networks,  the 
bank  says:  'That's  it,  buddy,  you're 
on  your  own.' " 

But  why?  "Because,"  says  Sie- 
gel, "looking  at  growth  in  Ger- 
many over  the  last  20  years,  where 
would  you  put  your  investment 
dollar,  either  as  an  institution  or  an 
individual?  Are  you  going  with  the 
very  new  guy,  or  going  deeper  into 
VW,  Siemens  and  Grundig?  With 
plenty  of  capital  you  can  do  both, 
but  with  scarce  resources,  you  do 
things  differently." 

But  VW  is  in  trouble,  isn't  it? 
Are  the  big  German  companies 
really  invulnerable?  "Think  about 
this,"  replied  Siegel.  "Show  me  a 
U.S.  auto  company  with  20  years 
of  no  reverses— as  VW  was  until 
now— and  I'll  show  you  a  company 
that  I  put  my  money  in,  in  year 
18  or  19." 

All  this  doesn't  mean  that  Ger- 
many lacks  for  smaller  companies. 
It  doesn't.  But  they're  unlikely  to 
show  explosive  growth  d  la  Xerox. 
The  two  biggest  German  electrical 
companies  (Siemens  and  AEG) 
have  only  just  over  30%  of  the  do- 
mestic German  electrical  goods 
market.  That  leaves  plenty  of  room 
for  dozens  of  medium-sized  Ger- 
man electrical  outfits  to  give  the 
big  boys  a  fight  for  their  market 
share.  But  medium-sized  they'll 
stay.  There's  no  point  in  their  go- 
ing to  the  bank  and  asking  to  be 
taken  public.  That  would  only  put 
them  into  the  hands  of  the  banks 
and  insurance  companies.  For  they 
are  the  very  ones— the  banks  also 
run  the  mutual  funds— who  would 
have  to  pick  up  the  publicly  ot- 
tered company  shares. 

So  the  German  stock  market 
stays  illiquid,  the  Germans  stay  in 
Wall  Street,  despite  the  bath  they 
took  from  the  offshore  funds  and 
the  Wall  Street  bull  market.  Wall 
Street  remains  what  it  has  been  so 
long:  for  all  its  faults,  the  world's 
best  investment  market.  ■ 
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The  Peacock  Revolution 

What's  that?  Just  look  about  you.  In  fact, 
take  a  look  in  the  mirror.  That's  what. 


The  white-collar  worker  has  gone 
underground.  He's  now  masquerad- 
ing as  a  peacock. 

As  recently  as  four  years  ago.  an 
estimated  80%  of  all  the  men's  dress 
shirts  sold  in  the  U.S.  were  white, 
and  50%  to  60!?  of  them  were  button- 
downs.  Try  to  find  a  white  button- 
down  shirt  today.  It  can  be  done,  but 
it's  not  easy.  Today,  80S  d  the  men's 
dress  shirts  on  sale  are  in  every  color 
but  white;  they  come  in  stripes,  in 
checks,  in  prints  and  in  patterns  wov- 
en into  the  cloth.  Button-downs? 
"Maybe  2%  of  the  shirts  manufactured 
in  the  U.S.  today  are  button-downs," 
says  Norman  Kan,  executive  director 
of  the  Men's  Fashion  Association  of 
America. 

"What  we've  had,"  says  Donald 
H.  Kallman,  financial  vice  president 
of  Manhattan  Industries,  Inc.,  "is  a 
peacock  revolution.'* 

It  came  just  in  time.  The  Japanese, 
the  Taiwanese,  the  Chinese  and  the 
Koreans  can  turn  out  white  broad- 
cloth by  the  mile  as  easily  as  U.S. 
manufacturers  can,  and  a  great  deal 
more  cheaply.  As  long  as  Americans 
wore  the  same  style  of  shirt  day  after 
day,  the  Asians  had  no  trouble  in 
flooding  the  U.S.  market  with  shirts. 
And  they  did.  According  to  Edward 
A.  Bacchi,  president  of  the  U.S.  Ar- 
row division  of  Cluett,  Peabody, 
"More  than  40%  of  the  shirts  sold  in 
the  U.S.  today  are  imports." 

Had  the  peacock  revolution  not 
occurred,  the  Asians  probably  would 
have  taken  over  the  market.  They 
can't  now,  because  fashions  in  men's 
shirts  change  even  faster  than  fash- 
ions in  women's  clothes,  and  the 
Asians  are  unable  to  keep  up  with 
them.  The  three  major  brand-name 
manufacturers,  Arrow,  Van  Heusen 
and  Manhattan,  are  now  putting  out 
as  many  as  six  fines  a  year.   Before 

FORBES,    NOVEMBER    15,    1971 


the  Asians  can  copy  a  style,  it  has 
often  been  replaced  by  another. 

"The  coming  of  fashion  in  men's 
shirts  saved  us  from  being  over- 
whelmed by  the  Japanese,"  says  Nor- 
man K.  Matheson,  vice  president  in 
charge  of  sales  promotion  at  Arrow. 
"I  wouldn't  say  it  saved  us,"  says 
Manhattan's  Kallman,  "but  it  certain- 
ly helped." 

The  Asians  are  now  boxed  into  the 
very  lowest  price  market,  stores  like 
Korvette's,  J.C.  Penney,  Montgomery 
Ward,  which  sell  shirts  for  under  $5, 
for  as  little  $2.95  and  $3.95.  The  re- 
sult is  that  in  1969,  imports  from  the 
Far  East  ran  to  9.8  million  dozen 
shirts;  in  1970,  to  7.8  million  dozen. 
Dollar  volume:  in  1969,  $10.7  million; 
in  1970,  $9.8  million. 

Modish  Margins 

Like  women,  men  are  willing  these 
days  to  pay  for  fashion.  When  the 
only  choice  they  had  to  make  was  be- 
tween one  white  shirt  and  another, 
price  loomed  large  in  their  decision. 
Now  that  style  is  the  important  fac- 
tor, they  don't  pay  as  much  attention 
to  price.  The  result,  says  Stanley  Gil- 
lette, president  of  Van  Heusen  Co.,  is 
that  "men  today  are  paying  40%  to 
50%  more  for  a  shirt."  Leonard  Saul- 
ter,  president  of  Hathaway,  has  a 
more  conservative  estimate:  "Men  to- 
day are  spending  25%  more  on  shirts 
than  five  years  ago."  At  Arrow,  James 
J.  Dunne,  vice  president  of  merchan- 
dising, says:  "A  few  years  ago,  most 
Arrow  shirts  sold  at  $6.50.  Today, 
most  of  them  are  $8.50." 

Of  course,  costs  have  gone  up,  too, 
and  stripes  and  checks  and  prints  and 
patterns  are  more  expensive  to  manu- 
facture. But  not  that  much.  "It  costs 
about  50  cents  more  to  make  a  fancy 
shirt  than  a  plain  white,"  says  Dunne. 
As  a  consequence,  profit  margins 
have  widened  greatly.  Says  Van  Heu- 
sen's  Gillette:  "Our  ratio  of  profits  to 
sales  has  gone  up  between  90%  and 
100%  in  the  last  five  years." 

Manhattan's  Kallman  says:  "It's 
true,  we  have  a  much  greater  profit 
margin  on  shirts  when  they  first  come 
out,  but  the  nature  of  fashion  is  such 
that  a  shirt  that's  selling  wildly  today 
may  be  impossible  to  sell  three  or 
four  months  from  now  except  at  a 
markdown.  I  don't  know  how  to  av- 
erage this  out.  You  can  make  a  greater 
profit  today,  but  you  may  have  to  take 
a  smaller  one  tomorrow." 

So  today  at  least,  most  shirt  manu- 
facturers are  enjoying  higher  profit 
margins  than  in  years  past,  and 
they're  also  enjoying  more  sales.  In 
1966  U.S.  manufacturers  sold  10.4 
million  dozen  shirts;  in  1970,  12.3 
million  dozen.  In  1967  total  dollar 
volume   (wholesale)   was  $347.6  mil- 
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HEAT  TRANSFER 

PROBLEMS? 
--ASK 

Young! 


This  Type  "F"  Shell  and  Tube  Heat  Ex- 
changer is  available  from  Young  in  sin- 
gle, two  pass  and  four  pass  models  with 
copper  base  alloy  or  stainless  steel  con- 
struction. This  is  typical  of  over  1100  dif- 
ferent heat  exchangers  built  to  heat  or 
cool  water,  oil,  process  fluids,  gases  or  to 
condense  steam  and  vapors.  Many  models 
are  available  from  stock  for  immediate 
delivery.  If  you  need  maximum  heat  trans- 
fer and  minimum  size,  we  have  a  Heat 
Exchanger  to  meet  your  specific  require- 
ment. Write  for  Catalogs    1171,1270. 

YOUNG  RADIATOR  COMPANY 


y? 


General  Offices:  Rac.n*.  Wisconsin  53404 
Radiators  ■  Heat  Exchangers 
Oit  Coolers  •  Unit  Heaters 


SID  REMEMBERS 

with  his 

MINOXC 


As  president  of  Advertising  Age,  Sidney  R. 
Bernstein  meets  hundreds  ot  people.  Remem- 
ber them  all?  Impossible!  So,  he  snaps  away 
with  his  Minox-for  business  and  for  fun— at 
interviews.  Conventions.  Meetings.  To  note 
memorable  ads  and  displays,  and  to  capture 
unique  billboards.  And  just  for  pleasure  on 
trips  and  at  home,  to  catch  both  candid  color 
and  B/W  shots  of  family  and  friends. 
Minox  users  always  get  the  shots  they  want- 
each  one  perfectly  exposed  because  the  elec- 
tronic, computerized,  lightweight  4  02.  Minox 
C  camera  is  totally  automatic.  Just  drop  in  a 
film  cartridge  and  start  blasting  away. 
This  year,  gift  yourself,  clients  and  friends. 
At  all  fine  camera  counters. 

MIIMOX   USA  j.   , 

P.O.  Box  1060,  Woodside,  NY.  11377     P^^Ea 


lion;    in    1969,    it   was    $411    million. 

Since  the  three  leading  brand- 
name  manufacturers  are  all  divisions 
of  conglomerates,  which  publish  con- 
solidated reports,  just  what  the  pea- 
cock revolution  means  in  terms  of 
earnings  is  anybody's  guess,  but  it  has 
clearly  been  substantial.  Says  Van 
Heusen's  Gillette:  "Sales  volume  has 
risen  by  60%  in  the  past  five  years. 
We  no  longer  have  to  carry  huge  in- 
ventories, turnover  is  higher,  we  can 
trade  up  shirts  at  higher  prices,  and, 
because  of  the  higher  turnover,  we 
don't  have  to  take  as  big  markdowns 
as  before.  The  result:  These  have 
been  our  most 
profitable  years." 
Again  without  cit- 
ing specific  figures, 
Hathaway's  Saul- 
ter  says:  "Our  sales 
have  more  than 
doubled;  our  earn- 
ings are  good." 
Says  Daniel  Roe, 
merchandise  man- 
ager of  furnishings 
of  Gant:  "Sales  are 
phenomenal." 

You'd  never 

know  it  to  look  at 
the  Big  Three's 
earnings  state- 

ments, however. 
The  reason:  so 
many  of  their  other  divisions  fared 
badly  last  year.  Last  year  was  the 
worst  year  for  men's  suits  and  over- 
coats in  decades.  The  men's  hat  busi- 
ness practically  disappeared.  Wom- 
en's apparel  fared  badly,  too.  So,  de- 
spite the  upsurge  in  men's  dress  shirts. 
Cluett,  Peabodv's  net  was  down  from 
$17.2  million  to  $10.3  million;  Phil- 
lips-Van Ilensen's,  from  $6.2  million 
to  $4.4  million;  and  Manhattan  In- 
dustries', from  $4  million  to  $2.6  mil- 
lion. Were  it  not  for  men's  shirts. 
1970  might  have  been  a  total  disaster. 
And  this  year  isn't  noticeably  better  yet. 

How  the  peacock  revolution  came 
about  is  a  mysterj  to  members  of  the 
industry.  For  decades,  men  wore 
while    shirts,    either    button-down    or 


with  short  collars.  Suddenly  they  be- 
came fashion-conscious;  they  decid- 
ed to  look  dazzling;  they  began  to 
demand  longer  and  longer  collars. 
Why?  Some  guess  that  women  got 
tired  of  seeing  their  husbands  wear- 
ing the  same  button-down  white  shirt 
clay  after  day,  started  buying  colored 
shirts  for  them,  and  that  eventually 
the  husbands  got  to  like  the  idea  of 
colors.  Others  blame  the  change  on 
affluence  or  "the  youth  cult."  Says 
Dunne:  "In  past  generations,  young- 
sters attempted  to  imitate  their  fa- 
thers. Now  the  fathers  are  imitating 
their  children."  The  recession  may 
even  have  helped. 
At  $125  or  more, 
suits  are  expensive 
these  days,  and 
with  fashionable 
new  shirts  and  ties 
a  man  can  have 
that  dressed-up 
look  without  buy- 
ing a  new  suit. 

Lately,  leaders 
in  the  industry 
agree,  men  have 
been  turning  away 
from  extremism  in 
shirts.  The  white 
button-down  shirt 
could  come  back, 
they  say,  but  in 
a  different  form— 
with  longer  collars.  However,  no  one 
expects  fashion  in  men's  shirts  to  dis- 
appear in  the  foreseeable  future.  And 
especially  because  another  develop- 
ment is  now  taking  place:  knits.  These 
have  only  a  fraction  of  the  market  to- 
day because  they  are  so  expensive: 
They  cost  at  least  $13  each.  Even  so, 
the  demand  now  exceeds  the  supply 
because  knits  are  made  by  special 
machinery  that  comes  from  Germany, 
and  the  Germans  can't  keep  up  with 
the  demand.  As  the  supply  becomes 
greater,  prices  are  bound  to  drop. 

But  they'll  still  be  high.  And,  be- 
cause of  that,  the  industry  expects 
profit  margins  to  increase  even  more. 
How  the  men's  shirt  industry  loves 
peacocks!  Namely,  you.   ■ 
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How  do  you  change  the  world 
from  Charlotte,  North  Carolina? 


Expert  1\ 

Also  quickly,  thoroughly  and  with  imagi- 
nation. 

The  world  of  corporate  banking  will 
never  be  the  same  again.  In  fact,  it  isn't  the 
same  anymore. 

It's  faster,  for  one  thing.  From  two  stand- 
points: immediacy  and  streamlining. 

In  other  words,  when  you  call  us,  we're 
there.  Right  now.  Ready  to  jump.  And  we've 
cut  deadwood  without  cutting  corners. 

Most  important 
Your  problem 
is  the  biggest 
problem  we  have. 
We  don't  measure 


our  customers  by  the  size  of  their  business. 
We  measure  them  by  our  attitude:  Anyone  who 
wants  something  done  deserves  to  have  that 
something  done  at  once. 

We  also  don't  intend  to  turn  you  over  to 
a  telephone  and  a  computer. 

Because  we  believe  the  only  good  service 
is  personal  service. 

Ask  us  for  our  undivided  attention  and 
you'll  get  it.  Always.  Phone  (704)  374-6200 
or  (704)  374-6598:  P.  O.  Box  10794;  Cable 
FUNBA-CHA.  Charlotte,  N.  C.  28201. 

First  Union 
National  BankC 

We're  out  to  change 
your  world. 


Other  First  Union  National  Bancorp  Subsidiaries:  Cameron-Brown  Company.  HA  Caesar  and  Company,  First  Commercial  Finance  Corporation 


Norman  Atkinson, 
VincenzoToscano, 
Kiicki  Sato, 
Gunnar  Nystrom, 
Jacques  Martin, 
Jose  Garcia  and 
Rudolf  Kugelstadt 
all  speak  the  same 
language...  Otis. 

And  over  20,000  more  Otis  Mainte- 
nance and  construction  men,  in 
nearly  every  country  in  the  world, 
speak  Otis.  Some  of  the  Otis  words 
they  learn  early  in  their  careers  are: 
safety,  overall  economy,  preventive 
maintenance  and  around-the-clock. 
These  words  are  what  Otis  is  all  about. 

We  have  the  largest  manufacturer's 
construction  and  service  organization 
in  the  world.  Because  we're  sure  no 
one  else  can  install,  and  keep  our 
elevators,  escalators  and  Trav-0-l_atorH 
moving  walks  running  as  safely  and 
efficiently  as  Otis  Elevator  Company. 
After  all,  we  engineered  and  built 
them.  We  should  know  them  best. 

Over  200,000  installations  are 
covered  by  Otis  Maintenance  con- 
tracts. On  these  jobs,  we  take 
complete  responsibility,  round-the- 
clock,  for  anything  that  goes  wrong. 
But  usually  nothing  does,  because  we 
continually  check,  and  correct,  any 
problems  before  they  can  become 
emergencies. 

If  anything  does  happen,  we  get  it 
fixed  fast,  because  we've  been  doing 
maintenance  work  on  our  equipment 
longer  than  anyone  else.  And  we've 
learned  a  few  ways  to  get  the  job 
done  quicker  over  the  last  117  years. 

So  no  matter  where  you  are  in  the 
world,  speak  Otis.  It's  a  universal 
language. 


Dtis 

HAS  A  SYSTEM 


STP's  Granatelli  says  he  has 
a  miracle  product.  S-W's  Rut- 
tenberg    (above)    hopes    so. 


Half  the  Way  Home? 

Studebaker-Worthington,    after   a    few   quiet   years 
spent  consolidating,  is  on  the  acquisition  trail  again. 


"I'm  not  sensitive  about  the  word 
'conglomerate,' "  says  Derald  H.  Rut- 
tenberg, chairman  and  chief  execu- 
tive of  Studebaker-Worthington.  "I 
think  some  very  good  companies  are 
conglomerates." 

In  fact,  Ruttenberg  has  a  big  con- 
glomerate himself,  which  he  would 
like  to  make  even  bigger.  In  the  past 
four  years  he  has  converted  two 
problem  companies,  Studebaker  and 
Worthington  (in  both  of  which  he 
had  investments),  into  a  workable 
whole  by  making  the  most  of  their 
numerous  profitable  operations.  Along 
the  way  he  disposed  of  their  unprof- 
itable ones  (such  as  Alco  locomo- 
tives and  Climatrol  air-conditioners), 
cleaned  out  corporate  headquarters 
(Worthington's  executives  shrank 
from  over  100  to  three  vice  presi- 
dents) and  built  up  the  subsidiaries 
into  almost  autonomous  profit  cen- 
ters. Result:  Earnings  this  year  should 
be  19%  higher  than  in  1967  on  a  13% 
sales  gain  to  $860  million. 

In  a  series  of  moves  reminiscent  of 
Ling-Temco-Vought's  James  Ling,  five 
of  S-W's  subsidiaries  {see  table)  have 
also  been  set  up  as  separate  cor- 
porate entities  and  sold  in  part  to 
the  public  with  S-W  retaining  a  con- 
trolling interest.  Ruttenberg  says  this 
gives  the  subsidiary  stock  an  oppor- 
tunity to  sell  at  a  more  reasonable 
multiple  than  S-W's  ten,  and  allows 
him  to  attract  better  personnel  be- 
cause they  would  get  a  chance  to  run 
their  own  companies. 

It  also  leaves  Ruttenberg  more  time 
to  look  for  new  opportunities,  some- 


thing at  which  the  55-year-old  law- 
yer has  excelled  since  he  made  his 
first  investments  in  midwestern  man- 
ufacturing companies.  To  help  him, 
Ruttenberg  has  recruited  Henry  Hook- 
er,- former  chairman  of  Performance 
Systems  (born  Minnie  Pearl's  Chicken 
Systems)  to  run  a  planning  and  diver- 
sification operation.  But  Ruttenberg 
remains  firmly  in  charge. 

Ruttenberg's  quest  for  diversifica- 
tion has  taken  on  added  urgency  with 
the  release  of  S-Ws  third-quarter  fig- 
ures: Earnings  were  down  to  80  cents 
a  share  from  99  cents  in  the  same 
1970  quarter  on  an  8%  sales  dip  to 
$191  million. 

The  reason  is  that  three  of  the 
"semipublic"  subsidiaries  contributing 
about  58%  of  S-W's  earnings  are  hav- 
ing a  bad  year.  STP,  under  attack 
from  Consumer  Reports  which  says  its 
oil  additive  may  void  new  car  war- 
ranties, has  had  to  pour  on  the  adver- 
tising in  order  to  keep  sales  up;  Wag- 
ner Electric  is  having  a  depressed 
year  in  electrical  products;  and  Tur- 
bodyne  fell  behind  in  gas  turbines 
when  General  Electric  began  grab- 
bing additional  market  share. 

Ruttenberg  thinks  the  STP  and 
Wagner  problems  are  temporary,  but 
Turbo  dyne  will  not  recover  until 
1973,  when  its  new  entry,  based  on 
the  technology  of  Switzerland's  Brown 
Boveri-Sulzer  Turbomachinery,  is 
ready  for  delivery. 

In  any  event,  Ruttenberg  feels  it  is 
time  to  balance  his  industrial  products 
business  with  some  consumer  com- 
panies: "I  think  the  consumer  is  the 


Studebaker-Worthington  and  Its  Satellites 

Adapting  a  device  popularized  by  James  J.  Ling  at  Ling-Temco-Vought,  Studebaker-Worthington  has  been  sell- 
ing off  minority  interests  in  many  of  its  principal  divisions.  But  Studebaker  boss  Derald  Ruttenberg  has  gone  Jim 
Ling  one  better.  The  stock  Studebaker  retains  has  four  times  the  voting  power  of  the  stock  it  sold  off,  so  friar  the 
public  now  holds  15%  of  Turbodyne's  stock,  tor  instance,  but  only  4%  of  its  voting  power.  More  recently,  Rut- 
tenberg has  been  extending  the  process,  and  acquiring  minority  interests  in  companies  already  publicly  owned. 

s  1970  Financial  Data s 


Company                                            Main  Business 

Net 

Sales 

, mill 

Net 
Income 
ions v 

r 

Earnings       Public 
Per  Share  Ownership 

Date 
Offered 

Offering 

Price 

\ 

Recent 
Price 

Studebaker-Worthington 

$858.1 

$33.9 

$6.42 

These  companies  were  partially  divested 

STP                                 Motor  oil  additive 
Turbodyne                        Gas  turbine  power  plants 
Clarke-Gravely                  Maintenance  equipment 
Wagner  Electric                Automotive  &  electrical  products 
Masoneilan  Infl               Automatic  control  valves 

85.9 
154.8 

41.5 
218.5 

36.1 

11.6 
7.3 

2.8 

10.5 

1.4 

1.92 
2.03 
1.16 
1.74 
0.80 

47% 

15 

20 

15 

18 

1969/70 
7/1/70 
1/28/71 
3/30/71 
9/23/71 

* 

18.00 
18.50 
24.00 
13.50 

16% 
9% 

16 
143/4 

93/4 

These  companies  were  partially  acquired  in  1971 

Old  Republic  Inf  1  Corp      Property  &  casualty  insurance 
Pan  American  Sulphur       Sulphur  producer 
Susquehanna  Corp            Diversified  company 

201.0 

4.7 

104.2 

5.1 

d0.7 

0.2 

2.58 
d0.14 
d0.32 

73 
50 

70f 

•STP  stock  wis  exchanged  for  S-W  stock,  t—  Voting  ownership,  assuming  exercise  ol  warrants,  d— Deficit. 
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To  today's  and  tomorrow's 
man  at  the  top: 


f  you're  the  man  at  the  top,  you  want  to 
stay  there. 

f  not,  you  want  to  get  there. 

^nd  two  of  the  most  important  things  you 
■nust  maintain  are  your  physical  and 
Tiental  well-being. 

That's  why  Cassette  Systems,  Inc.  has 
jeveloped  the  Executive  Portfolio  of 
Self-Improvement:  to  help  today's 
Jusiness  executive  get  and  stay  in 
jood  shape. 

The  Portfolio  consists  of  four  compact 
:assettes,  each  a  result  of  a  special 


those  five  and  ten-minute  waiting  periods  player/recorder,  and  with  this  special 

you  encounter  during  the  day  into  offer  you  receive  the  starter  program  free 

valuable  relaxation  periods.  After  just  the  for  an  additional  savings  of  $7.95.  (If  you 

first  session,  you'll  appreciate  the  prefer  you  can  purchase  individual  items 

effectiveness  of  the  program.  as  priced  on  the  attached  coupon). 

"How  to  overcome  executive  tension  and  Send  today  for  these  remarkable 

stress"  is  designed  specifically  for  the  self- improvement  tools  from  / 

problems  encountered  by  you.  You'll  soon  Cassette  Systems  Inc.  //(V 


/ 


have  a  powerful  new  tool  to  combat  the 
intense  job  (and  sometimes  even  social) 
pressures  you  face. 

"Lose  weight  permanently:  a  diet  without 
drugs  that  really  works"  again  is  ideal 
for  one  of  the  greatest  problems  execu- 


'4? 

All  equipment  fully  s^ •*$ 

guaranteed.  Your  money      /    cjF" 
refunded  it  not  fully  /   >>* 

5d  in  two  / 

weeks 


jrogram  developed  by  eminent  psycholo-     tjves  face  Tnis  program  gjves  you 


jist  Dr.  Fred  Holmes  Wright  of  the 
Jniversity  of  Mississippi. 

Dr.  Wright  has  developed  effective 
echniques  for  overcoming  some  of  the 
executive's  most  common  problems;  the 
<ind  which  can  hinder  or  even  stop  your 
arogress. 

3y  doing  so,  these  programs  can  be  of 
hreat  help  in  making  you  an  even  more 
effective  leader,  builder,  communicator. 


permanent  method  of  weight  control 
a  helpful  way  to  stick  with  it. 

FREE  PROGRAM  and  bargain  player 
recorder  can  save  you  $22.95. 

"Exercise  your  body  for  peace 
outlines  a  series  of  daily  exercises 
help  you  tone  up  and  keep  in  good 
physical  shape.  Like  all  CSI  tapes 
you'll  have  results  after  only  the 
first  listening. 


'Relaxation:  the  first  step  towards  self- 

mprovement"  is  an  effective  way  to  turn     Similar  player/recorders  sell 

for  $35.00  and  up — you 
save  over  $15.00  on  our      / 


We  can  help  you  self-improve. 


/ 


/  .  O 


/ 


S-F/3 


The  Silver  Martini. 

For  people  who  want  a  silver  lining 

without  the  cloud. 


Smirni 

Ninety  point  four  proof.  S 


hless 


fellow  who  will  have  increasing  li- 
quidity." The  first  step  was  acquiring 
over  IT"?  of  Old  Republic  Internation- 
al Corp.,  a  S157-million-assets  life, 
property  and  casualty  insurance  hold- 
ing company. 

Then  S-W  bailed  out  Susquehanna 
Corp.,  a  S104-million  building  prod- 
ucts and  research  company,  by  buying 
Susquehanna's  50.4?  interest  in  Pan 
American  Sulphur,  simultaneously  get 
ting  options  on  30?  of  Susquehanna's 
stock.  S-YV  got  the  interest  in  PASCO 
-a  New  York  Stock  Exchange-listed 
company  with  $44  million  in  cash 
and  some  Mexican  mining  interests— 
for  $25  million  and  a  future  pay- 
ment on  assets  that  could  amount  to 
$10.5  million.  Ruttenberg  now  plans 
to  make  PASCO  the  vehicle  for  taking 
S-W  into  the  consumer  market.  Hap- 
pily, he  seems  to  be  getting  along 
with  PASCO  stockholders,  who  feared 
a  merger  with  Susquehanna. 

Ruttenberg  plans  to  have  Susque- 
hanna operate  much  as  his  own 
company  does.  "Susquehanna  is  a 
company  with  several  vers  strong,  au- 
tonomous managements,"  he  says. 
With  the  debt  load  to  acquire  PASCO 
gone  and  Ruttenberg  restructuring 
corporate  overhead  "down  to  what  is 
required  to  supervise  the  autonomous 
businesses,"  he  has  no  doubt  that 
Susquehanna   will   become  profitable. 

Susquehanna  has  already  sold  oH 
Treesdale  Laboratories,  and  is  talking 
about  taking  Susquehanna-Western, 
the  uranium  producing  and  process- 
ing subsidiary,  public.  The  parent 
Susquehanna  would  then  concern  it- 
self with  building  products  and  tech- 
Qology,  its  strongest  fields,  and  it's  the 
former  that  interests  Ruttenberg  most 

No  Synergy 

One  question  that  Ruttenberg  will 
not  concern  himself  with  is  how  well 
the  new  Susquehanna  will  fit  into 
S-W.  He  says  he  has  no  intention  of 
trying  to  merge  it.  nor  does  he  worry 
about  future  acquisitions  "fitting." 
"That  kind  of  logic  is  frequently  just  a 
verbal  justification  for  acquiring  quite 
a  different  business,"  he  retorts.  "If 
the  profit-center  management  is  good, 
you're  half  the  way  home  or  more." 

That  was  one  of  the  reasons  he 
looked  at  Cerro  Coip.  a  while  back, 
an  interest  that  baffled  the  financial 
community.  "We  thought  Cerro  Pres- 
ident C.  Gordon  Murphy  was  an  ex- 
cellent man.  He  has  a  very  significant 
opportunity  to  restructure  that  com- 
pany and  de-emphasize  its  investment 
in  Latin  America."  However,  merger 
with  S-W  might  have  jeopardized 
some  of  Cerro's  tax  advantages,  so 
Ruttenberg  bowed  out. 

There  will  be  others  he  won't  bow 
out  of.   ■ 


There'll  never  be  any  more 
homes  like  these.  Ever. 


You  re  looking  at  the  oceanfront  in  Boca  Raton,  Flor- 
ida. That's  the  world-famous  Boca  Raton  Hotel  &. 
Club  on  the  left.  Sub-tropical  locations  like  this,  on 
the  ocean  and  the  lake  across  from  a  resort  club  that 
is  a  legend  in  our  time,  are  rare... practically  impos- 
sible to  find.  Since  the  days  of  Addison  Mizner,  the 
genius  that  made  Palm  Beach  and  Boca  Raton  what 
they  are  today,  Boca  Raton  has  maintained  its  heri- 
tage. . .and  its  identity  as  a  place  apart  from  the  world 
around  it.  The  third  building  from  the  right  on  the 
ocean  is  Arvida's  Sabal  Shores,  a  condominium  on 
360  feet  of  private  beach.  Some  apartments,  built 
at  yesterday  scosts,  are  still  available.  We  don't  believe 
you'll  ever  be  able  to  buy  at  these  prices  again . . .  much 
less  in  a  location  like  this.  Applications  to  purchase 
are  being  accepted. 

Sabal  Shores 

Developed  by  ARVIDA  CORPORATION 
701  South  Ocean  Boulevard  /Boca  Raton,  Florida  33432 


This  d(K-s   n<» t   constitute  .in 


er   in    those  states  where  an   offer  cannot  be  made.   We   consummate  sales  only   after 
prospective  purchaser  has  inspected  the  property. 
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As  I  See  it 


So  How  Would  You  Invest  $500  Million? 


Charles  D.  Ellis  first  appeared  in  Forbes  on  Aug.  15,  1965.  Ellis,  then  a 
young  analyst  two  years  out  of  Harvard  Business  School  and  working  for 
Rockefeller  Brothers,  Inc.,  had  written  a  provocative  Harvard  Business 
Review  article  on  companies  that  purchased  their  own  stock. 

Now  34  and  a  rising  young  vice  president  at  Donaldson,  Lufkin  &  Jen- 
rette,  Ellis  has  written  a  still  more  provocative  book  innocently  entitled 
Institutional  Investing.  Just  published  by  Dow  Jones-Irwin,  the  book  ex- 
amines the  management  of  very  large  portfolios  and  comes  to  some  novel 
conclusions— such  as  recommending  against  the  careful  selection  of  in- 
dividual stocks  in  such  a  portfolio. 

In  passing,  Ellis  offers  some  equally  novel  advice  to  individual  investors. 
To  reflect  his  views  accurately,  major  portions  of  a  recent  Forbes  interview 
with  him  appear  below  in  question-and-answer  form. 


How  is  investing  for  a  large  port- 
folio different  from  any  normal  in- 
stitutional investing? 

Ellis:  That's  a  tougher  question  than 
I  thought  you  were  going  to  lead  off 
with.  A  small  amount  of  money  man- 
aged by  an  institution  can  be  invested 
in  a  list  of  the  dozen  best  stocks  you 
can  find;  a  fair  number  of  small  mu- 
tual funds  and  large  individual  ac- 
counts are  run  that  way.  But  once 
you  get  above  a  certain  size,  you  have 
to  start  making  a  completely  different 
kind  of  decision.  It's  then  that  you 
start  to  build  a  portfolio  instead  of 
just  a  list  of  stocks. 

And  that  means? 

Ellis:  Investing  by  industry  groups, 
types  of  stocks  in  terms  of  their 
growth  or  price  behavior,  that  sort  of 
thing.  Also,  you  make  decisions  that 
you're  stuck  with  for  longer  periods 
of  time— two-,  three-,  four-,  five-year 
periods.  And  that  forces  a  different 
kind  of  discipline. 

You    estimate    in    your    book    that 
there    are    over    a    thousand    capital 
pools  in  excess  of  $500  million  at  the 
How  fast   do   you  ex- 
pect   their   number   to    grow    in    the 
ahead? 

5:  I  expect  at  least  a  50%  in- 
crease ovei  the  n  \t  ten  years  in  just 
the  pension  fund  field  alone,  mainly 
from  ill  slO-  and  $20-billion  in- 

stitutions   having  money  taken 
from    them    and    then    being   pari         | 
out  to  smaller  specialty  ma 
companies. 

You  also  say  a  big  von 
to  have  a  strategy  "responsi 
total    economic-business-social-1 

environment ."  Got  an  example? 


Ellis:  One  currently  is  that  with 
President  Nixon's  new  economic  pol- 
icy putting  a  relative  freeze  on  divi- 
dend increases,  the  real  estate  invest- 
ment trusts  that  are  able  to  increase 
their  dividend  payouts  because  other- 
wise they  don't  qualify  as  tax-free, 
take  on  a  special  value. 

You  argue  against  keeping  a  "dull 
security"  in  a  portfolio.  Can  they  ever 
be  avoided  entirely? 

Ellis:  I'd  put  it  a  little  bit  different- 
ly. If  you  recognize  a  security  is  dull, 
you  ought  to  know  that  you're  hold- 
ing the  dull  stock  and  press  yourself 
to  justify  it. 

Or  maybe  you  earmark  them  for 
sale  when  the  next  good-looking  op- 
portunity comes  along? 

Ellis:  That  was  Mr.  Morgan's  rule: 
He  sold  the  dull  ones.  Another  way 
to  put  it  is  that  if  you  are  going  to 
take  the  risk  of  being  in  the  stock 
market— and  some  academic  studies 
show  that  roughly  50%  of  any  indivi- 
dual stock's  change  is  a  function  of 
the  changing  value  of  the  market  as 
a  whole,  roughly  30%  is  a  function 
of  the  industry,  and  only  20%  is  the 
company  itself— if  you're  going  to  take 
that  market  risk,  at  least  you  can  have 
a  chance  of  commensurate  reward. 

It  doesn't  pay  to  own  dull  stocks. 
If  you  look  at  dull  stocks  over  the 
last  decade,  most  of  the  nice,  slow, 
dull  stocks  that  didn't  look  risky  at 
the  moment,  or  over  six  months,  or 
over  a  year,  turned  out  to  be  very 
risky  over  a  decade;  and  that's  what 
you  can't  afford.  Risk  is  looked  at  too 
much  in  terms  of  does  a  stock  vibrate 
or  have  a  lot  of  volatility  or  change 
in  price  a  lot  currently,  and  not  nearly 
enough  in  terms  of  what's  likely  to 
happen    over    the    next    decade.    Du 


Ellis  of 
Donaldson,  Lufkin  &  Jenrette 

Pont  is  a  good  example.  Du  Pont 
never  has  moved  around  very  much; 
but  it  did  go  down  50%  in  less  than 
ten  years.  Dull,  but  very  risky. 

Could  you  explain  wliat  you  call 
a  "soft-shelled  idea"? 

Ellis:  I  call  it  that  because  I  grew 
up  on  the  coast  of  New  England.  Soft- 
shelled  crabs  can  easily  be  destroyed, 
and  clams  the  same  way.  It's  only 
when  they're  hard-shelled,  or  really 
too  old,  and  it's  time  for  a  change, 
that  they  look  like  they  can  endure. 

I  have  a  feeling  that  the  easiest-to- 
believe  ideas  are  those  that  tend  to 
be  already  out  of  date.  Particularly  in 
the  stock  market,  where  if  an  idea  is 
accepted,  the  price  of  the  stock  that 
idea  involves  goes  up.  The  easiest 
stocks  to  recommend  to  someone  are 
the  stocks  that  have  gone  up  a  lot; 
and  those  also  happen  to  be  stocks 
that  are  very  likely  not  to  go  up  that 
much  the  next  wave  around.  The 
stocks  that  have  the  greatest  poten- 
tial are  the  ones  that  no  one  thinks 
are  of  good  value  now.  When  you 
first  get  the  least  glimmer  that  there 
may  be  some  real  opportunity,  no- 
body will  believe  you.  Anybody  can 
knock  your  idea  down. 

In  talking  of  the  relationship  be- 
tween the  analyst  and  the  portfolio 
manager,   you   seem   almost   to   imply 
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A  CASSETTE 


Dubbings  will  duplicate 
your  master  or  tape 

your  script  and  make 
sure  nobody  forgets. 

Now  you  can  guarantee  that  your 
sales  presentations,  training  pro- 
grams, management  reports  or  other 
activities  will  work  exactly  as  you've 
planned.  No  matter  who  presents 
them. 

A  cassette  makes  a  presentation 
more  effective  for  everyone.  Noth- 
ing is  left  unsaid.  And  nothing  goes 
unheard.  Even  the  simplest  presen- 
tation becomes  more  meaningful. 

Dubbings  duplication  service  will 
process  as  few  as  100  copies.  And 
we'll  do  it  economically  in  only  10 
working  days.  With  true  fidelity  to 
the  original.  We've  done  it  for  some 
of  the  largest  companies  in  the  coun- 
try. Some  of  the  smallest,  too.  In 
fact,  we're  the  largest  source  of  non- 
music  duplication  in  the  world. 

For  complete  details  on  how  to 
make  your  message  unforgettable, 
contact:  Michael  Thaler,  Dubbings 
Electronics,  1305  South  Strong  Ave- 
nue, Copiague,  New  York  11726, 
(516)  226-6000. 


DUBBINGS 
ELECTRONICS 

A  DIVISION  OF 

NORTH  AMERICAN  PHILIPS 

CORPORATION 


For  people 


about,  golf 


Two  18-hole  golf  courses  (1  championship 
1  lighted  executive).  Gourmet  wining 
and  dining.  Luxurious  guest  rooms.  Exec 
utive  Club  Apartments.  Meeting  fac 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial  express 
ways. Write  for  brochure  I.  Ralph  McEn 
tyre.  General  Manager,  Palmetto  Express 
way  at  N.W.  154  Street.  Miami  Lakes 
Florida  330)4  or  call  Miami 
/       (305)821-1150. 


Miami  Lahes  Inn 
&  Country  Club 
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that  they  are  practically  horn  enemies. 

Ellis:  They  have  different  back- 
grounds and  different  beliefs  and  dif- 
ferent personal  experiences,  and  what 
succeeds  for  one  isn't  necessarily  suc- 
cess for  the  other,  so  there  is  a  ten- 
dency to  come  to  conflict.  But  in  the 
best  organizations  the  analysts  and 
the  portfolio  managers  really  believe 
in  each  other  and  try  with  each  other. 

Do  I  understand  correctly  that  you 
think  a  big  fund  shouldn't  buy  bonds? 

Ellis:  A  large,  well-diversified,  long- 
term  portfolio  should  not  own  bonds 
on  the  merits.  I  have  never  seen  a 
good  case  for  holding  bonds  for  any 
large  institution  that  is  going  to  be 
around  for  virtually  an  indefinite  pe- 
riod. For  an  individual,  in  his  own 
portfolio,  because  he  is  going  to  die 
some  time  and  maybe  in  the  next  ten 
years,  bonds  make  a  lot  of  sense.  But 
for  the  endowment  of  Harvard  Col- 
lege, for  the  General  Motors  pension 
fund,  for  the  enormous  long  period 
that  those  funds  are  going  to  be  in- 
vested where  they  can  ride  through 
the  cycles  and  where  they  are  not 
going  to  have  a  surprise  terminal  pe- 
riod, bonds  don't  carry  the  weight. 
They  don't  yield  as  much,  they  don't 
grow,  they  are  less  predictable  and 
they  lose  capital  value  over  the  long- 
term  because  of  inflation. 

//  that's  so,  ivhy  do  the  money  men 
seem  to  love  bonds? 

Ellis:  They're  selling  them.  Individ- 
uals have  been  pretty  aggressive  bond 
buyers.  This  last  year  individuals 
have  bought  more  U.S.  savings  bonds 
than  they  have  redeemed  for  the  first 
time  in  a  long  time.  Bond  funds  have 
sold  like  gangbusters.  The  retail  bro- 
kerage firms  are  doing  a  huge  business 
in  bonds.  Individuals  are  buying 
bonds.  But  life  insurance  companies 
are  net  sellers  of  bonds. 

You  suggest  in  the  book  that  in- 
stitutional selling  actually  creates  mar- 
ket declines.  Could  you  expand  on 
that  at  all? 

ill. lis:  The  basic  concept  here  is  that 
equity  portfolios  that  sell  stocks  and 
increase  their  cash  positions  are  really 
creating  a  cash  inventory  out  of 
which  (hey  can  buy  stocks  in  the 
future.  As  they  increase  their  inven- 
tory, I  would  hypothesize  that  the 
stock  market  goes  down,  that  they 
didn't    increase    the    inventory    in   an- 


70 


ticipation  of  the  stock  market  decline, 
but  rather  at  the  same  time.  So 
they're  not  ahead  of  the  market,  they 
are  actually  simultaneous  with  the 
market;  and  that  suggests  they  may 
be  causing  the  market  to  go  down. 

I  have  done  a  survey  of  70  in- 
stitutional investors  who  say  that  they 
don't  know  anyone  who  has  been 
consistently  successful  at  outguessing 
the  market.  They  miss  the  market 
when  they  sell  stocks,  and  they  miss 
the  market  when  they  buy  them  back; 
and  the  amount  by  which  they  miss 
the  market,  plus  the  amount  of  dis- 
count or  premium  they  have  to  give 
up  or  pay  to  sell  or  buy  stocks,  is  more 
than  the  market  declines  or  rises. 

Another  way  of  looking  at  it  is  that 
the  amounts  of  money  [that  mutual 
funds  invest]  don't  look  large,  but  in 
my  survey  it  was  quite  clear  that  mu- 
tual fund  managers  aren't  different 
from  bank  pension  fund  managers, 
bank  trust  managers,  life  insurance 
managers,  etc.  They  all  have  pretty 
much  the  same  philosophy;  they  work 
the  same  way,  at  least  the  people  I 
surveyed.  If  you  take  just  these 
groups,  while  there  has  been  as  much 
as  $10  billion  of  cash  held  by  mutual 
funds,  if  you  say  that  the  same  pro- 
portionate amount  has  been  held  by 
other  institutions,  which  the  fund 
managers  themselves  allege,  it  would 
suggest  that  institutional  cash  has 
been  as  high  as  $25  billion  or  $30 
billion,  which,  relative  to  daily  trad- 
ing, is  enormous. 

In  other  words,  when  they  become 
net  sellers  of  stocks,  they  contribute 
to  the  decline  or  even  cause  it? 

Ellis:  And  I  would  suggest  that  they 
are  chasing  the  market  down  and 
chasing  the  market  up,  quite  proba- 
bl\  creating  the  decline  they  are  try- 
ing to  escape  and  creating  the  rise 
they  are  trying  to  catch  up  to,  and 
they  stay  behind  both. 

Your  general  prescription  is  vola- 
tile stocks  for  large  funds.  But  don't 
they  tend  to  he  in  smaller  companies, 
which  are  difficult  to  become  ful- 
ly invested  in? 

Ellis:  Yes,  it's  difficult  to  be  fully  in- 
vested in  volatile  stocks.  But  it's  not 
as  hard  to  do  that  as  to  invest  in  first- 
quality  growth  stocks,  of  which  there 
are  even  fewer. 

h  the  high-selectivity  vs.  high-vol- 
atility thesis  widely  accepted  noiv 
among  institutional  managers? 
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Are  Maurice  Stans 
and  Field  &  Stream 
our  two  most  important 
natural  resources? 


Maurice  Stans,  left,  is 
our  Secretary  of  Com- 
merce and  an  active 
outdoorsman.  He's 
working  for  a  heaJthy 
environment  and  a 
healthy  economy. 
Michael  Frome  is  Field 
&  Stream's  Conserva- 
tion Editor.  Together, 
they  represent  two  men 
battling  for  our  lives. 
Because  ecology  has 
suddenly  come  out  of 
the  forest  and  into  Main 
Street  as  perhaps  this 
century's  most  vital 
issue. 

And  that's  why  the 
pages  of  Field  &  Stream 
have  carried  the  con- 
servation message  for 
half  a  century. 
Hunters,  fishermen, 
travelers,  businessmen 
—  the  entire  leisure 
market-outdoor  frater- 
nity looks  to  Field  & 
Stream  for  facts. 
Including  national 
leaders  like  Maurice 
Stans.  To  men  like  this, 
Field  &  Stream  is 
second  nature. 


FiekUStream 

America's  Number  One  Sportsman's 
Magazine 


As  I  See  It 


Ellis:  It  is  accepted  by  a  fair  num- 
ber of  institutions,  and  they  tend  to 
be  the  ones  that  have  had  the  best 
investment  results  over  the  last  dec- 
ade. But  most  people  and  most  in- 
stitutions still  want  to  buy  pretty 
good  stocks  that  are  pretty  low 
priced,  and  they  wind  up  getting  a 
larger  number  of  turkeys  than  they 
expect  to  get,  as  well  as  paying  a 
higher  price  than  they,  in  retrospect, 
wish  they  had  paid. 

In  other  words,  no  selection  is  bet- 
ter than  tight  selection? 

Ellis:  I  know  it  sounds  absurd  to 
invest  real  money  this  way,  but  the 
right  way  to  invest  in  volatile  stocks 
is  to  do  it  in  groups  of  stocks  rather 
than  individual  stocks,  and  in  such 
large  groups  of  stocks  that  the  in- 
dividual portfolio  manager  is  not  an 
expert  about  the  companies.  The  only 
evidence  I  have  that  is  really  com- 
pelling is  to  watch  the  investment  rec- 
ord of  a  large  mutual  fund  that  by 
its  charter  is  required  to  invest  in  vol- 
atile stocks.  The  list  of  stocks  in  which 
it  can  be  invested  is  known;  it's  a 
definite  list  whose  performance  can 
be  calculated  and  measured  against 
the  performance  of  the  fund.  And 
year  after  year  the  fund  does  worse 
than  the  list,  because  the  investment 
manager  is  smart  enough  not  to  buy 
some  of  the  dangerous  stocks— but 
the  dangerous  stocks  seem  to  do  bet- 
ter. He's  picking  the  ones  that  look 
better,  but  he  does  worse. 

You  seem  to  favor  the  so-called 
horizontal  splitting  of  a  portfolio 
among  several  managers.  Why? 

Ellis:  Because  you'll  never  ever  be 
able  to  pick  the  best  manager,  but 
you  can  quite  easily  pick  a  group  of 
managers  who  are  all  good,  all  com- 
petent, all  of  whom  will  over  time  do 
a  good  job  for  you.  Some  will  l>e  great 
this  year,  ill  be  greater  next 

year;  and  on  average  they  will  get 
the  results  you  w  ant.  But  no  one  man- 
ager will  ever  get  first-rate  perfor- 
mance every  year. 

//   you  split  a  big  pool  of  capital 
among  a  number  of  portfolio  manag- 
ers, isn't  I  here  a  danger  of  v  . 
agers  chasing  the  same  storks? 

Ellis:  They  migln,  but  I'm  not  sure 
it's  a  danger.  For  exam]  li  I  you 
di\  ided  .1  billion-dollar  fund  > 

pieces,  and  two  ot  the  ten  managers 
Willi   $100   million  each   were  ch 


Control  Data,  is  that  worse  than  the 
one  manager  of  a  billion-dollar  fund 
chasing  Control  Data? 

Are  different  kinds  of  investment 
strategies  better  for  different  kinds  of 
financial  institutions— say,  a  mutual 
fund  as  opposed  to  a  pension  fund? 

Ellis:  Essentially,  I  don't  think  there 
is  any  difference  in  the  right  invest- 
ment strategy  and  policy  for  one  fund 
and  a  different,  better  strategy  for 
another  fund,  though  some  modifica- 
tions have  to  be  made.  For  example, 
a  profit-sharing  plan  is  different  from 
a  pension  plan.  In  a  profit-sharing 
plan  the  individual  participants  get 
the  benefits  of  up  markets  and  the 
penalties  of  down  markets  directly: 
When  they  retire,  if  the  market  has 
just  dropped  off  by  30%,  they  suffer 
the  consequences  directly.  But  there's 
a  better  way  of  overcoming  that  than 
changing  your  investment  policy. 

/  notice  that  you  refer  to  selling  as 
being  just  as  important  to  a  portfolio 
as  buying. 

Ellis:  More,  because  nobody  is  do- 
ing very  much  careful,  thoughtful  re- 
search on  selling.  It's  harder  for  equity 
investors  to  think  about  selling,  be- 
cause they're  positive-minded  people 
and  they  don't  like  to  think  in  terms 
of  negative  sales  decisions.  There's 
nothing  quite  so  thrilling  as  having  a 
stock  that's  just  gone  up  100%.  It's 
hard  to  look  it  eye-to-eye  and  sell  it. 

/  guess  you're  an  example  of  that, 
because  I  notice  that  you  spend  far 
less  time  in  the  book  on  selling  than 
you  do  on  buying. 

Ellis:  I  don't  know  anything  about 
it  either,  but  I  do  think  that  there  are 


some  guidelines  that  can  be  used. 
One  is  that  when  everybody  believes' 
in  the  stock  you  hold,  that  stock  is 
probably  fully  priced.  I  also  believe 
that". when  a  stock  is  selling  at  a  price/ 
earnings  ratio  that  is  relatively  high 
compared  with  its  past  price/ earnings 
ratios,  that  stock  is  fully  priced.  Hon- 
estly, other  than  that  I  don't  know. 
However,  I  do  think  that  institution- 
al investment  organizations  should  aim 
most  of  their  research  efforts  at  try- 
ing to  make  good  sell  decisions,  be- 
cause the  brokers  will  do  good  re- 
search on  buy  decisions,  and  they 
really  can't  do  good  research  on  sell 
decisions  very  often  without  the  risk 
of  corporate  doors  being  slammed  in 
their  faces. 

Are  pension  funds  still  pressing  for 
high  liquidity,  by  the  way?  You  refer 
to  that  as  being  a  quite  unnecessary 
pursuit  of  theirs. 

Ellis:  In  most  pension  funds,  the 
amount  of  cash  coming  from  the  cor- 
poration into  the  fund  each  year  is 
greater  than  the  amount  of  cash  go- 
ing out  to  retired  employees,  so  there 
is  no  need  [for  the  body  of  the  fund] 
to  have  great  investment  liquidity. 
Yet  most  pension  funds  are  invested 
entirely  in  highly  liquid  investments. 
Those  are  not  always  the  highest  rate- 
of-return  investments.  Real  estate  de- 
velopment projects,  oil  and  gas  de- 
velopment projects— not  speculative, 
not  high  risk-taking  ventures,  but  just 
the  big  capital  that  is  needed  to  make 
a  major  project  succeed— the  rates  of 
return  on  these  are  higher  than  the 
rates  of  return  certainly  of  bonds;  and 
if  you  don't  need  liquidity,  why  pay 
a  premium  price  or  take  a  lower  re- 
turn to  get  it? 

In  your  book  you  say  you're  inter- 
ested only  in  large  portfolios,  but  then 
you  write:  "If  a  stock  should  be  sold 
for  any  good  investment  reason,  it 
should  never  be  held  for  any  tax  rea- 
sons." Is  that  institutional? 

Ellis:  Well,  it  could  be  true  for  a 
life  insurance  company,  but  it's  pri- 
marily a  function  of  individuals  pay- 
ing more  money  in  avoiding  taxes 
than  they  ever  come  anywhere  near 
to  paying  in  actual  taxes. 

The  biggest  tax  is  not  the  tax  col- 
lected by  the  Internal  Revenue  Ser- 
vice. It  is  the  tax  created  by  un- 
necessary losses  taken  because  people 
were  unwilling  to  sell  a  stock  that 
they  knew  they  should  sell  and  just 
couldn't  bear  paying  the  taxes.  ■ 
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<ear  after  year,  General  Electric  Credit 
:ias  financed  or  leased  heavy 
construction  equipment,  jet  aircraft, 
pil  rigs,  machine  tools,  and 
commercial  fishing  fleets.  Even  entire 
slants  and  facilities! 
We've  provided  credit  for  consumers, 
'■  oo  —  enabling  them  to  enjoy  the 
■  hings  they  want  without  waiting  to 
'save  up"  for  them. 
And  we've  helped  distributors  and 
retailers  grow  by  providing  competitive 
(inance  plans  that  build  sales. 


Actually,  we're  specialists  in  a  wide 
range  of  fields  in  which  we  tailor-make 
plans  to  fit  individual  needs. 
And  —  like  our  parent  company  — 
we're  innovators,  too! 
So  if  you'd  like  to  learn  about 
imaginative  new  ways  to  use  financing, 
talk  to  our  "Answer  Men."  They'll 
develop  the  right  program  to  help  you 
make  the  most  of  your  money.  And  ours. 
Remember:  at  General  Electric  Credit, 
we  finance  and  lease  some  of  the  most 
un-electric  things  imaginable. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

Stamford,  Connecticut  06902  •   (203)  327-7700 

Equipment  and  Fleet  Leasing 

Commercial   and   Industrial  Time  Sales   Plans 

Capital  Loans  and  Real  Estate 

Accounts  Receivable  and  Inventory  Financing 

Consumer  Credit 


Go  forward  in 


o  forward  witli 


GENERAL  MANUFACTURING  .  .  .  When  t 
major  automotive  plant  installed  custom-de- 
signed Ingersoll-Rand  automatic  assembly 
equipment,  a  process  engineer  reports:  "We 
can  now  accomplish  in  one  shift  the  same 
production  volume  that  previously  requirec 
three  shifts."  Similar  results  can  be  your; 
with  equipment  acquired  through  Ingersoll 
Rand  financing  plans. 


CHEMICAL  AND  PETROLEUM  PROCESSING 
. . .  In  a  Canadian  oil  field,  the  world's  highest 
pressure  water-flood  operation  is  achievec 
— at  a  record  low  cost  totalling  only  20  pet 
barrel  of  oil  pumped — with  five  l-R  Aldrich 
vertical  quintuplex  pumps.  You  can  acquire 
comparable  equipment  through  an  Ingersoll- 
Rand  leasing,  rental  or  financing  plan. 


CONSTRUCTION  .  .  .  The  Hobgoblin 
breaker,  available  to  you  under  an  Ingersoll- 
Rand  financing  plan,  drew  this  comment 
from  a  Michigan  contractor:  "My  Hobgoblin 
has  made  me  money.  I've  run  it  seven  days 
a  week,  for  a  total  of  1200  hours,  and  my 
only  expense  was  replacement  of  an  $18.50 
diaphragm." 


MINING  .  .  .  Fifty-five,  100-ton  cars  of  coal 
mined  in  one  day  ...  a  new  record  set  by  one 
of  our  Lee-Norse  continuous  miners  in  an 
Illinois  minel  You,  too,  can  set  cost-savin 
records  without  a  major  capital  outlay.  Leas 
rent  or  finance  .  .  .  with  an  Ingersoll-Ran 
plan  tailored  to  your  requirements. 


our  own  industry. 
ngersoll-Rand. 


We  believe  every  segment  of  our  economy  is  heading  for  the  most  prosperous  era 
in  U.S.  history.  And  we  believe  it's  our  business  to  help  every  business  grow.  In- 
cluding yours.  That's  why  you'll  find  our  products  used  by  every  industry  in  all 
Standard  Industrial  Classifications  from  01  to  80. 

We're  ready,  now,  for  the  next  surge.  You  can  be,  too  .  .  .  with  a  minimum  out- 
lay of  working  capital.  Here's  how: 


WE'LL  LEASE! 


Our  leasing  plans  enable  you  to  put  needed 
equipment  to  work  immediately,  without  battling  through  a  capital  expenditure 
requisition.  At  the  termination  of  the  lease,  you  will  have  an  option  to  buy,  renew, 
or  return. 


WE'LL  RENT! 


You  start  now  to  improve  productivity  and  prof- 
its with  new  Ingersoll-Rand  equipment,  and  make  a  low  monthly  payment  over  any 
reasonable  period  you  designate. 

«6  LL  I  W#%PI\#Eb  You  put  any  of  our  products  to  work 
immediately  and  conserve  working  capital.  We  have  multiple  financing  plans  cov- 
ering anything  from  hand  tools  to  a  $50,000,000  equipment  installation. 

There's  no  need  to  postpone  profitable  innovations.  We  aren't.  Right  now,  we're 
working  with — and  for — every  major  industry.  Working  to  develop  new  ways  to 
improve  product  quality  .  .  .  new  ways  to  help  you  narrow  the  costly  gap  between 
productivity  and  soaring  labor  costs. 

New  Ingersoll-Rand  products  are  engineered  to  help  you  produce  your  prod- 
ucts better,  faster,  more  competitively. 

At  no  obligation,  we  will  send  experienced  production  specialists  into  your 
plant  .  .  .  discuss  your  requirements  .  .  .  supply  the  machinery,  tools  and  financ- 
ing to  meet  them. 

Plan  now  for  the  future.  Go  Forward  in  Your  Own  Industry  .  .  .  with  Ingersoll- 
Rand.  Get  your  copy  of  the  new,  1 2-page  booklet,  form  800,  detailing  our  leasing, 
rental  and  financing  plans  offered  through  l-R  and  our  Ingersoll-Rand  Financial 
Corporation.  Write  to:  Ingersoll-Rand,  Dept.  FF-4,  11  Broadway,  New  York,  N.Y. 
10004. 

1971-2071 
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Essential 


Copper  wires  are  the  arteries  of  communication  systems. 
The  guts  of  motors  and  generators.  The  heart  of  TV  sets, 
radios  and  stereos. 

Copper  pipes  and  tubes  bring  water  into  houses,  chill  food, 
keep  living  rooms  warm  or  cool.  Copper  radiators  cool  automobile 
engines.  Alloys  of  copper— brass  and  bronze— are  made  into 
thousands  of  products. 

Coppc.  Copper  is  dependable.  Copper  is  essential. 

At  Asar      ve  are  involved  in  all  aspects  of  copper— exploration, 
mining,  pro<  ngineers  and  scientists  developed  the 

Vertical  Shaf  i  Fu  w  type  of  furnace  for  melting  copper. 

It  reduces  bot>>  h  ating  costs.  To  date, 

57  of  these  fun  .    .  >  ound  the  world,  at  Asarco 

plants  and  other  copper ;  under  license  from  Asarco. 

Asarco  is  important  d  many  other  materials 

which  are  essentia  1    .       ricau  industry. 


Mg    SbJ    Se 


ASARCO        AMERICAN 


SMELTING  AND   REFINING   COMPANY 

120  BROADWAY,  NEW  YORK,  N.Y.  IOOO 


Multinational  Profits  j'". 


vestors  can  own  shares  in  good  old  U.S.  companies 
and    still    make    profits    from    all    over    the    globe. 


While  more  company  presidents  talk 
a  good  multinational  game  than  ac- 
tually run  that  kind  of  operation,  the 
table  below  includes  50  major  U.S. 
companies  that  derive  over  $400  mil- 
lion or  over  40*  of  their  total  reve- 
nues from  overseas.  The  profits  of 
these  companies  are  truly  diversified, 
for  the  effective  devaluation  of  the 
dollar  now  taking  place  will  increase 
the  dollar  value  of  foreign  earnings. 


Only  two  corporations,  Standard 
Oil  of  New  Jersey  and  IBM,  earned 
$500  million  abroad  last  year.  Seven 
others  listed  made  over  $100  million. 

Surprisingly,  Ford  Motor  and  Gen- 
eral Motors  did  not  make  much  more 
profits  abroad  than  ITT,  even  though 
the  automotive  giants  are  $900  mil- 
lion to  $1.2  billion  larger.  General 
Electric's  overseas  profits  also  seem 
modest.  The  reason:  GE  lost  much  of 


its  overseas  empire  in  places  like  Ger- 
many and  China  in  past  world  wars 
and  expanded  slowly  thereafter. 

With  a  slowdown  under  way  in  the 
U.S.,  overseas  profits  really  buoyed 
up  overall  1970  earnings,  giving  add- 
ed luster  to  the  decisions  of  now-re- 
tired managers  to  push  abroad  when 
it  was  less  popular  than  it  is  now. 
For  instance,  Boston-based  USM  got 
98%  of  earnings  from  abroad,   while 


Estimated 

Net 

Foreign 

% 

Net 

% 

Safes 

Sales 

Total 

Income 

Foreign 

Where  the  Profit*  Come  From 

Company                                          r 

(milt  In 

ns) < 

(millions) 

~              -(rniiiio 

Standard  Oil  (NJ.) 

$16,554 

$8,277 

50 

$1,310 

52 

Worldwide 

Ford  Motor 

14,980 

3,900* 

26 

516 

24* 

Germany,  Britain,  Australia 

General  Motors 

18,752 

3,563* 

19 

609 

19* 

Worldwide 

Mobil  Oil 

7,261 

3,267 

45 

483 

51 

Canada,  Middle  East 

International  Business  Machines 

7,504 

2,933 

39 

1,018 

50 

Worldwide 

International  Telephone  &  Telegraph 

6,365 

2,673* 

42 

353 

35* 

Canada,  Europe,  Latin  America 

Texaco 

6,350 

2,540 

40 

822 

NA 

Worldwide 

Gulf  Oil 

5.396 

2,428 

45 

550 

21tt 

Middle  East,  South  America,  Canada 

Standard  Oil  of  California 

4,188 

1,885 

45 

455 

46ft 

Middle  East,  Indonesia,  South  America 

Chrysler 

7,000 

1,700* 

24 

d7.6 

NA 

Worldwide 

General  Electric 

8,727 

1,393 

16 

329 

20 

South  America,  Canada,  Italy 

Caterpillar  Tractor 

2,128 

1,118 

53 

144 

NA 

Export  Sales,  Worldwide 

Occidental  Petroleum 

2,402 

1,105* 

46 

175 

NA 

Middle  East,  South  America,  Africa 

F.  W.  Woolworth 

2,528 

l,00it4 

35 

77 

61 

Canada,  Germany,  Britain 

Eastman  Kodak 

2,785 

874 

31 

404 

19 

Worldwide 

Union  Carbide 

3,026 

870 

29 

157 

NA 

Worldwide 

Procter  &  Gambit 

3.178 

795 

25 

238 

25 

Britain,  Europe,  Latin  America 

Singer 

2,125 

775 

37 

75 

NA 

Europe,  Latin  America 

Dow  Chemical 

1,911 

771 

40 

103 

45** 

Worldwide 

CPC  International 

1,376 

692 

50 

61 

51 

Worldwide 

International  Harvester 

2,712 

680 

25 

52 

NA 

Canada,  Europe,  Africa 

Firestone  Tire  &  Rubber 

2,335 

677 

29 

93 

39 

Worldwide 

Colgate-Palmolive 

1,210 

670 

55 

40 

NA 

Worldwide 

Honeywell 

1,921 

622 

35 

58 

NA 

Europe,  British  Commonwealth 

National  Cash  Register 

1,421 

643 

45 

30 

51** 

Worldwide 

E  1.  du  Pont 

3,618 

634 

18 

329 

NA 

Export  Sales,  Europe 

W.  R.  Grace 

1,938 

633 

33 

30 

39*  *• 

Latin  America 

Minnesota  Mining  &  Manufacturing 

1,687 

605 

36 

188 

NA 

Europe,  Canada,  Australia 

First  National  City  Corp. 

1,704 

'  600 

35 

139 

40 

Worldwide 

Engelhard  Minerals  &  Chemical 

1,474 

589 

40 

36 

NA 

Britain,  Europe,  lapan 

Sperry  Rand 

1,739 

589 

34 

72 

NA 

Europe,  Japan 

Xerox 

1,719 

518 

30 

188 

38 

Britain,  Canada,  Latin  America 

American  Standard 

1,418 

511 

36 

13 

33 

Europe 

Coca-Cola 

1,606 

498 

31 

147 

NA 

Worldwide 

Swift 

3,076 

492 

16 

29 

NA 

Canada,  Britain,  Germany 

General  Foods 

2,282 

479 

21 

119 

NA 

Canada 

American  Smelting  &  Refining 

718 

467 

65 

89 

551; 

Australia,  Peru,  Mexico 

Monsanto 

1,972 

467 

24 

67 

31 

Canada,  Latin  America,  Europe 

Warner-Lambert 

1,257 

453 

36 

98 

NA 

Worldwide 

General  Telephone  &  Electronics 

3,439 

441 

13 

236 

7 

Canada,  Europe,  Latin  America 

H.J.  Heinz 

990 

433 

44 

38 

44 

Worldwide 

Uniroyal 

1,556 

420 

27 

24 

75 

Canada,  Mexico 

Pfizer 

870 

412 

47 

81 

55 

Britain,  Europe,  Latin  America 

Litton  Industries 

2,404 

409 

17 

69 

NA 

Europ°,  Latin  America 

Schlumberger 

579 

341 

59 

49 

NA 

France,  Canada 

Otis  Elevator 

601t 

301 

50 

24 

35 

Worldwide 

Gillette 

673 

289 

43 

66 

50 

Worldwide 

USM 

440 

203 

46 

10 

98 

Br.  Comwlth,  Europe,  Lat  Amer. 

Chesebrough-Pond's 

261- 

111 

43 

21 

40 

Europe,  Canada,  Latin  America 

Black  &  Decker 

255 

107 

42 

20 

50 

Export  Sales 

Genera'  Note:  All  oil  company  figures  exc 

ude  excise  taxes. 

d-Deficil.  NA- 

Not  available. 

*— Excludes  Canada. 

f— Contracts  ( 

ompleted. 

*"— %  based  on  operating,  income,  ft— East 

em  Hemisphere  only,  t—%  based 

on  earnings  be 

'ore  foxes  and  extraordinary  ffems. 

tt— %  based  on  consolidated  sales  and  equ 

'ty  in  unconsolida 

ed  subsidiory. 
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A  better  quality  of  life  begins  with  a  good  house. 

9  waterproof  facts 
every  homeowner 

should  know 
about  roofs. 


le  roof  over  your  head  is  easily 
\en  for  granted.  Yet  for  protection 
d  visual  appeal,  no  other  part  of 
ur  home  is  more  valuable.  And 
long  today's  homeowners,  no  roof- 
,'  material  is  more  popular  than 
phalt  shingles.  Here  are  some 
inters  on  how  to  recognize  a  well- 
ide  asphalt  shingle  roof.  And  how 
make  sure  you  get  one. 

The  shingles  begin  with  sheets 
of  felt  that  are  saturated  with 
hot  liquid  asphalt.  This  tough, 
.terproof  material  is  then  coated 
th  another  type  of  asphalt.  Fine 
k  granules  are  embedded  in  the 
iting  to  add  fire  resistance,  to 
Aong  life,  and  to  make  possible  a 
riety  of  colors.  Cut  into  different 
apes  and  sizes,  this  granule- 
rfaced  material  becomes  asphalt 
ingles. 


^    Shingles  are  generally 
0    classified  by  weight  per 
M    "square"— 100  square  feet  of 
jlied  roof  area.  Standard  weight 
)halt  shingles  weigh  about  235 
unds  per  square.  Heavyweights, 
ich  use  thicker  felts  and  more 
)halt,  range  from  275  to  325 
ands  per  square. 

J    If  possible,  use  heavyweight 
shingles  on  a  new  roof.  They're 
designed  to  last  up  to  25  years 
average  climates.  And,  although 
;y  do  cost  more,  they  add  relatively 
:le  to  the  total  cost  of  your  roof, 
at's  because  over  %  of  all  roofing 
its  derive  from  installation.  With 
lat  you  save  in  repairs  over  the  life 
your  home,  heavyweights  cost  you 
s  than  cheaper  shingles. 

M     Asphalt  shingles  are  designed 
|i   for  roofs  that  slope  at  least  4" 

■     vertically  for  every  12" 
Srizontal.  With  special  techniques, 
fey  may  be  used  on  slopes  as  shallow 
;  2"  in  12".  But  roofs  with  shallower 
Spes  shed  water  too  slowly  and  have 


too  much  exposure  to  damaging  ultra- 
violet radiation,  making  shingles 
impractical. 

5    A  good  shingle  roof  must  give 
you  protection  against  fire 
and  high  winds.  According  to 
independent  rating  laboratories, 
most  asphalt  roofing  provides  basic 
fire  resistance :  it  shouldn't  easily  be 
ignited  or  quickly  spread  fii-e  to  the 
surrounding  areas.  To  provide  greater 
wind  resistance,  the  roofing  industry 
has  developed  "self-sealing"  shingles. 
On  each  shingle  are  dabs  of  adhesive 
which,  when  warmed  by  the  sun,  bond 
the  shingle  tightly  to  the  one  above. 

6    No  shingled  roof  can  be 
watertight  without  "flashing." 
Sheeting  for  flashing  must  be 
applied  as  a  seal  against  leakage 
wherever  two  roof  planes  intersect,  or 
wherever  chimney  and  vents  interrupt 
the  roof  surface.  Attic  air  spaces 
must  be  vented  to  allow  movement  of 
air,  thus  preventing  build-up  of  heat 
and  moisture  under  the  sub-roof. 

7    Clogged  gutters  and  down- 
spouts can  cause  serious  roof 
damage. Butyou  can  headoff 
most  trouble  by  protecting  your 
open  gutters  with  a  wire  mesh 
guard.  Gutters  should  be  checked 
and  cleared  of  debris  each  fall. 

8    A  colored  roof  can  indi- 
vidualize, create  mood,  and 
emphasize  or  deemphasize 
architectural  features.  A  light  roof, 
for  example,  directs  the  eye  upward 


and  helps  make  a  small  house  seem 
bigger.  A  dark  color  can  make  a  steep- 
roofed  house  seem  less  towering,  or 
help  "tie"  a  two-story  house  to  the 
ground.  On  the  practical  side,  a  light 
roof  helps  insulate  by  reflecting  some 
of  the  sun's  heat.  Some  slight  color 
variation  or  shading  is  difficult  to 
avoid  due  to  the  nature  of  the 
materials  and  processes  used  in 
manufacturing  shingles. 

9     A  professional  roofing  con- 
tractor is  your  best  assurance 
of  quality  workmanship.  In 
selecting  a  professional,  you'll  want 
answers  to  a  number  of  questions, 
including:  Has  he  been  in  business 
long?  Has  he  been  recommended  by 
satisfied  customers?  Is  he  known 
for  getting  work  done  on  time? 

By  all  means,  get  estimates  for 
comparison.  But  make  sure  all  the 
roofers  know  what  materials  you 
expect  them  to  use.  And  make  certain 
your  contract  spells  out  in  detail  all 
work  to  be  done,  materials,  completion 
date,  penalties  (if  any)  and 
guarantees. 


At  Flintkote,  we've  been  making 
quality  roofing  materials  for  a  long 
time.  Earned  ourselves  a  reputation 
as  "the  roofing  company."  But  that 
was  just  the  beginning.  Because  now 
Flintkote  is  one  of  America's  biggest 
and  most  diversified  manufacturers 
of  building  products  for  home  and 
industry.  In  virtually  every  phase  of 
construction.  Here  are  just  a  few  of 
the  things  Flintkote  makes  and  does 
today : 

Floorings  •  Ceilings  •  Walls 
Ready-mixed  concrete 
Dry  concrete  mixes 
Bituminous  paving  materials 
Waterproofing  coatings 
Pavement  sealers  •  Adhesives 
Lime  •  Portland  cements  •  Plaster 
Roofing  •  Insulation 
Corrugated  paper  products 
Drain  pipe 

Service  pipe  (gas,  water,  etc.) 
Highway  construction 

The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


obody's  got  more  products  to  build  with.  FLINTKOTE 
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Heyholds  is 

solidly 
entrenched. 

In  listed  and  unlisted  stocks . . . 
In  corporate  and  municipal  bonds . . . 

In  private  placements,  exchange  distributions,  original  underwrit- 
ings,  and  secondaries  . . . 

In  commodities  and  mergers  and  acquisitions  and  mutual  funds 
and  research . . . 

In  nearly  anything  you  care  to  name  that's  truly  important  to  indi- 
vidual and  institutional  investors. 
Reynolds  is  solidly  entrenched. 

With  people. 

Nearly  2,800  of  the  most  able  and  dedicated  people  we've  been 
able  to  find— all  encouraged  to  be  part  of,  and  work  for,  the  future  of 
a  "family"  corporation. 

Twenty-eight  hundred  people,  including  well  over  a  thousand 
hand-picked  Account  Executives  to  serve  the  needs  of  our  clients— any 
number  of  other  standout  performers  to  anchor  every  department  from 
trading  and  corporate  finance  to  specially  designed  computerized  book- 
keeping and  electronic  communications. 

With  experience. 

Forty  successful  years  of  it  since  our  founding  in  193 1 .  Forty  years 
of  change,  improvement,  and  growth  that  have  taken  us  through  good 
times  and  bad,  war  and  peace— almost  every  conceivable  kind  of  world, 
or  market  climate. 


With  abundant  capital  resources. 

Resources  that  have  grown  steadily  through  every 
one  of  those  forty  years. 

With  a  fundamental  philosophy. 

One  you  can  sum  up  in  just  ten  words:  "//  it's  good 
for  our  customers,  it's  good  for  Reynolds." 

And  if  you'd  like  to  learn  more  about  how  we  trans- 
late that  philosophy  into  practice-return  this  coupon. 


lO 

reasons  wliy  >ev 
raigbt  be  moic 

.•'Difnrtjblt  ivhb 
ftO  ftttOBftt  »t 


Reynolds 

Securities  loe. 


Yes,  please  mail  me  "10  reasons  why  you  might  he  more 
comfortable  with  an  account  at  Reynolds." 


Name 


Telephone 


FO 


Address 
City 


State 


Zip 


Reynolds  Securities  Inc. 


MEMBERS  NEW  YORK  STOCK  EXCHANGE.  INC. 
AND  OTHER  LEADINC  EXCHANGES 


120  BROADWAY,  NEW  YORK,  N.  Y.  10005  •  OFFICES  COAST  TO  COAST 
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UniRoyal,  at  75%,  was  not  far  behind. 

For  most  of  these  companies,  for- 
eign earnings  comprised  a  higher  per- 
centage than  foreign  revenues,  but 
the  comparison  is  hardly  fair.  Typi- 
cally, U.S.  domestic  operations  beat- 
much  of  the  overhead  and  research 
and  development  costs  of  new  prod- 
ucts,» which  then  move  abroad  with 
no  such  burdens. 

Ironically,  few  conglomerates  made 
the  list.  The  theory  behind  these  mul- 
ticompanies  was  that,  being  in  many 
industries,  they  could  make  the  best 
return  wherever  it  was  to  be  made. 
Yet  so  far,  few  seem  to  be  as  inter- 
national as  their  narrowly  specialized 
competition.  Obviously,  the  conglom- 
erates are  not  getting  the  best  re- 
turn by  country. 

The  devaluation  of  the  dollar  now 
under  way  will  make  it  more  expen- 
sive for  newcomers  to  expand  abroad, 
which  should  make  existing  foreign 
networks  more  valuable.  But  the  ap- 
plause at  the  United  Nations  at  the 
U.S.  defeat  over  Nationalist  China  is 
probably  the  harbinger  of  increasing 
trouble  for  the  multinational  corpora- 
tion. The  copper  mining  companies 
that  have  already  lost  their  great 
Chilean  properties,  the  oil  companies 
that  find  the  governments  of  the  pe- 
troleum-producing countries  ever 
more  demanding,  are  probably  in- 
dicative of  the  future  awaiting  more 
and  more  multinational  operations. 

Room  of  the  Top 

The  U.S.  company  that  generates 
the  greatest  resentment  abroad  is 
probably  IBM.  Some  foreigners  main- 
tain that  the  company  is  more  power- 
ful than  their  governments. 

Xerox,  which  has  patterned  itself 
after  IBM  in  so  many  ways,  has  gone 
abroad  quite  differently.  Not  only  did 
it  join  forces  with  the  British  com- 
pany Rank,  but  it  also  took  in  local 
partners  in  many  foreign  countries. 
Xerox  President  C.  Peter  McColough 
wants  to  be  sure  his  successors  will 
be  able  to  keep  what  he  builds. 

The  best  approach,  of  course,  is 
for  a  company  to  assume  the  identity 
of  each  country  in  which  it  operates. 
It  can  be  done.  What  major  oil  com- 
pany advertises  our  political  heritage 
and  builds  gas  stations  that  recreate 
American  history?  Answer:  Shell  Oil, 
a  subsidiary  of  Britain's  and  Holland's 
Royal  Dutch/ Shell.  Not  only  will  the 
successful  multinational  company 
have  to  have  many  faces  for  many 
countries;  its  board  of  directors  in  the 
Future  will  probably  have  to  resem- 
ble a  little  U.N.,  while  more  and  more 
Europeans  or  South  Americans  will 
follow  after  Glasgow  -born  Caterpillar 
Tractor's  William  Blackie  to  become 
chief  executive  officer.  ■ 
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Hey,  BBDO! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


American  Brands,  Inc. 

(The  American  Tobacco  Co.) 
American  Cyanamid  Co. 
American  Telephone  &  Telegraph  Co. 

(Pacific  Telephone  &  Telegraph) 
Armstrong  Cork  Co. 
Burlington  Northern,  Inc. 
Chrysler  Corp. 
Dart  Industries,  Inc. 
Delta  Air  Lines,  Inc. 
Dow  Jones  &  Co.,  Inc. 
DuPont  de  Nemours  &  Co.,  Inc. 
Faberge, Inc. 
Ford  Motor  Co. 

(Philco-Ford  Corp.) 
Gamble  Skogomo,  Inc. 
General  Electric  Co. 
The  Gillette  Co. 
Hammermill  Paper  Co. 
Honeywell,  Inc. 
George  A.  Hormel  &  Co. 
International  Multifoods  Corp. 


International  Telephone  &  Telegraph 
(ITT-Sheraton  Corp.  of  America) 

Lever  Brothers  Co. 

Lone  Star  Gas  Co. 

Merck  &  Co.,  Inc. 

(Merck,  Sharp  &  Dohme) 

National  Distillers  &  Chemical  Corp. 

National  Presto  Industries,  Inc. 

Niagara  Mohawk  Power  Corp. 

Northwestern  Bell  Telephone  Co. 

Pacific  Gas  &  Electric  Co. 

Pepsico,  Inc. 

Pillsbury  Co. 

Richardson-Merrill  Co. 
(Vick  Chemical  Co.  Div.) 

The  F.  &  M.  Schaefer  Brewing  Co. 

Scott  Paper  Co. 

Standard  Oil  Co.  of  California 

3MCo. 

Timken  Co. 

United  Brands  Co.  (United  Fruit  Co.) 

Upjohn  Co. 

Western  Air  Lines,  Inc. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan*: 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 
Magazine No. % 


QUESTION  2: 


FORBES 

456 

74.6 

Business  Week 

345 

56.5 

Time 

335 

54.8 

Fortune 

290 

47.5 

Newsweek 

189 

30.9 

U.S.  News  &  World  Report 

177 

29.0 

None  (specified) 

10 

1.6 

If  you  have  checked  rhore  than 

two  of  the  above 

magazines,  \ 

most  thoroughly? 

FORBES 

292 

47.8 

Time 

219 

35.8 

Business  Week 

213 

34.9 

Fortune 

129 

21.1 

U.S.  News  &  World  Report 

102 

16.7 

Newsweek 

85 

13.9 

Not  stated 

47 

7.7 

Now  it's  likely  that  all  the  officers  of  these  important  Batten,  Barton,  Durstine  &  Osborn  clients  receive  all 
six  of  these  magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  executives, 
don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a  con- 
vincing assortment? 


FORBES  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


"Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  July  and  August, 
1971  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  BBDO  clients  (or  their  parents)  re- 
porting annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a  net  mailing  to  834  cor- 
porate officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comptrollers),  611  or  73.3% 
responded. 


Faces  Behind  the  Figures 


Aero-Elephantiasis? 

One  reason  the  U.S.  is  losing 
its  technological  supremacy  these 
days  (see  page  36)  is  that  the 
thinking  of  Washington's  bureau- 
crats often  seems  as  one-track  as 
that  of  the  industries  they  oversee. 
Listen  to  Secor  D.  Browne,  for 
instance,  chairman  of  the  Civil 
Aeronautics  Board,  on  the  future 
of  American  aircraft.  "The  DC-10," 
Browne  says  gravely,  "may  be  the 
last  all-American  large  transport 
aircraft  to  be  built.  Without  the 
financial  support  of  the  Depart- 
ment of  Defense,  it  is  simply  be- 
yond the  resources  of  Boeing, 
Douglas  or  Lockheed  to  develop 
another  engine  and  another  plane. 
Our  carriers  will  have  to  buy  their 
future  aircraft  from  mixtures  of 
American  brains  and  European  or 
Japanese  government-supported  in- 
dustry and  technology." 

But  will  they?  The  last  thing 
the  world's  airlines  need  is  another 
big  plane.  The  ones  that  are  al- 
ready operational— the  Franco-Brit- 
ish Concorde  and  the  Russian  TU- 
144— are  either  uneconomic  or  de- 
fective aeronautically.  And  it  is 
far  from  clear  that  an  unending 
series  of  larger  and  faster  planes 


will  meet  either  the  economic  or 
societal  needs  of  anybody. 

Yet  Browne's  point  is  a  chilling 
one.  One  of  the  last  U.S.  industrial 
roles,  that  of  planemaker  to  the 
world,  is  threatened— not  by  a  lack 
of  research  or  technology,  but  sim- 
ply by  a  lack  of  money.  "The  prob- 
lem," Browne  explains,  "is  that  long 
arduous  journey  through  reverse 
cash  flow,  until  you  get  a  produc- 
tion airplane.  On  a  typical  large 
project— say,  a  $25-million  airplane 
—you  are  climbing  into  a  $1.5-bil- 
lion  hole  before  you  start  climbing 
out.  It  is  difficult  to  interest  the 
usual  financial  sources  in  providing 
that  kind  of  financial  muscle."  To 
supply  it,  Browne  wants  the  U.S. 
to  set  up  the  sort  of  government 
finance-development  body  it  almost 
had  with  the  controversial  super- 
sonic transport. 

The  trouble  with  Browne's  ar- 
gument is  that  $25  million  is  hardly 
the  cost  of  a  typical  airplane, 
though  it  is  the  cost  of  the  747 
jumbo  jet,  and  the  SST  project 
failed  to  attract  private  financing 
because  the  private  lenders  judge 
it  uneconomic.  More  important,  the 
world's  airlines  did  not  need,  nor 
could  they  afford,  the  SST.  Yet 
Browne   nevertheless   continues   to 


maintain  that  an  SST  is  "inevita- 
ble and  indispensable." 

Perhaps.  But  while  Browne  at- 
tempts to  revive  it  in  a  different 
form,  foreign  aircraft  industries— 
in  one  case  in  cooperation  with 
Boeing— are  moving  off  in  another 
direction  entirely  and  trying  to  de- 
velop a  short-take-off-and-landing 
(STOL)  type  of  plane  on  the  as- 
sumption that,  with  long  distances 
conquered  by  jets,  the  frontier  in 
civil  aviation  may  be  in  the  short 
distances.  Browne's  proposed  gov- 
ernment finance  agency  could  help 
develop  such  an  aircraft,  but  so 
far  Browne  shows  no  great  eager- 
ness to  do  so. 

"Airplanes  can  be  bigger  and 
faster,"  he  says.  "You  get  to  the 
basic  rule  that  any  time  man  could 
travel  faster,  he  has.  And  in  order 
to  make  it  economical,  you  have 
to  move  as  many  people  and  as 
much  goods  as  you  can.  There  is 
certainly  a  way  to  go  with  speed, 
certainly  supersonic.  .  .  ."  No  won- 
der Chairman  Browne  fears  he  will 
wind  up  "promoting  an  industry 
that  doesn't  have  any  airplanes." 
But  at  this  point,  what  the  industry 
may  need  most  of  all  is  not  new 
planes,  but  new  ideas  about  the 
kinds  of  new  planes  it  does  need.  ■ 


*"??**!•»!*-» 


Browne  of  the  Civil  Aeronautics  Board 
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Scott  isn't  stupid.  But  it  took  a  smart  teacher 
to  recognize  it. 


What's  wrong  with  Scott  is 
what's  wrong  with  at  least  one  kid 
in  almost  every  classroom. 

Scott  has  a  learning  disa- 
bility. A  perceptual  problem. 

When  he  writes,  the  letters 
are  mostly  illegible  shapes.  When 
he  does  his  arithmetic,  the 
answers  are  usually  incorrect. 

If  you  wanted  to  guess  how 
nany  kids  have  ever  had  a  prob- 
em  similar  to  Scott's,  you  could 
start  by  counting  many  of  the  kids 
who've  dropped  out  of  school. 

The  sad  part  is  this: 

You  can  correct  the  problem 


if  you  spot  it  soon  enough.  Before 
a  child  has  failed  and  been  frus- 
trated and  lost  his  self-confidence. 

So  in  1969,  Metropolitan 
Life  began  showing  teachers  and 
parents  how  to  spot  early  signs 
of  physical  disorders  that  can  in- 
terfere with  a  child's  learning. 

We  produced  a  film  called 
"Looking  at  Children"  and  a  com- 
panion booklet.  Very  often,  they're 
the  first  time  a  child's  teachers  or 
parents  ever  see  "backwardness" 
as  a  disability  that  many  times 
can  be  corrected. 

We'll  send  the  film  to  your 


community  or  school  group. 

Write  "Children;' Metropoli- 
tan Life,  1  Madison  Avenue,  New 
York,  N.Y.  10010. 

You  may  have  to  wait,  even 
with  hundreds  of  prints  of  the 
film  in  constant  circulation. 

But  the  wait  is  worth  it. 

To  keep  a  child's  learning 
disability  from  becoming  a  life- 
long handicap. 

^p  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


Faces  Behind  the  Figures 


"Our  Time  Has  Come" 

It  hasn't  been  all  spaghetti  and 
meatballs  in  the  American  market 
for  the  foreign  automakers.  Espe- 
cially not  for  Italy's  Fiat,  which 
ranks  seventh  (after  Ford's  Capri 
and  General  Motors'  Opel)  in  U.S. 
imported  car  sales  and  which  will 
sell  only  47,000  units  in  the  U.S. 
this  year,  us.  an  estimated  570,000 
for  Germany's  Volkswagen  and  a 
total  of  590,000  for  Japan's  Dat- 
sun  and  Toyota.  And  competition 
isn't  all  that  has  kept  Fiat's  num- 
bers small.  Two  years  of  strikes  at 
Fiat's  Italian  factories  have  kept  its 
620  U.S.  dealers  on  short  rations. 

"The  one  good  effect,"  says  Gui- 
do  Foggini,  46,  president  of  Fiat 
Motor  Co.  North  America,  the  U.S. 
marketing  arm  of  Giovanni  Agnel- 
li's diversified  giant  (1970  sales: 
$2.7  billion),  "is  that  we  remain 
less  vulnerable  than  the  Germans 
and  the  Japanese.  We've  had  more 
time  to  look  around,  reflect,  and 
can  move  our  pawns  accordingly." 

Who  is  Fiat  going  after  now  that 
Italy's  social  unrest  seems  solved, 
at  least  until  the  national  wage 
contract  comes  up  for  renewal  late 
in  1972?  Not,  as  you  might  expect, 
Detroit's  Big  Three,  but  importer 


Foggini  of  Fiat 


Volkswagen.  Fiat  is  already  No. 
One  in  the  Common  Market,  and 
this  year  it  has  boosted  its  German 
sales  by  28%  while  Volkswagen  ex- 
perienced no  growth  at  home. 
Fiat's  play  in  the  past  five  years 


here  has  been  to  take  some  cream 
off  the  U.S.  import  market  with  its 
dashing  sports  cars.  Now  it  plans 
to  add  to  them  a  small,  basic  sedan 
—the  128— about  the  size  of  Volks- 
wagen's Beetle  but,  at  least  to  Ital- 
ian eyes,  better  looking.  "Fiat  be- 
came big  in  Europe  by  selling 
economy  transportation,"  says  Fog- 
gini. "We  think  this  market  has 
changed  enough  so  that  people  will 
accept  the  basic  car  here,  too." 
And  by  1973  Fiat  expects  to  have 
in  the  U.S.  market  a  small,  front- 
engine,  front-wheel-drive  bus  to 
challenge  Volkswagen's  little  bus. 

Foggini  hopes  to  see  U.S.  sales 
for  Fiat  of  100,000  by  1975.  But 
he  admits  that  may  be  overly  am- 
bitious. The  American  market  is 
getting  very  rough  for  importers. 
Detroit's  little  cars  and  the  import 
surcharge  hurt.  And  importers  fear 
pollution-control  and  safety  equip- 
ment costs  could  run  several  hun- 
dred dollars.  One  advantage  for 
Fiat  in  the  price  war:  The  Italian 
lira  has  floated  up  only  2%  while 
the  German  mark  and  the  Japanese 
yen  are  up  7%  to  10%.  "That  may 
give  us  advantage  enough  to  com- 
pensate for  the  pleasant  price  ad- 
vantage they've  had,"  says  Foggini. 
"We  think  our  time  has  come."  ■ 


Insurance  Policy 

When  the  Amtrak  passenger  train 
program  began  last  spring,  Gale 
Benton  (Gus)  Aydelott,  57,  presi- 
dent of  Rio  Grande  Industries  and 
its  subsidiary,  Denver  &  Rio  Grande 
Western  Railroad,  refused  to  join 
on  Amtrak's  terms.  Instead,  he 
chose  to  run  his  Rio  Grande  Zeph- 
yr passenger  train,  which  loses 
nearly  $1  million  a  year,  outside 
the  Amtrak  system.  Is  he  sorry? 

Not  at  all.  To  Aydelott  the 
choice  was  simple.  He  could  risk 
losing  some  of  his  profit-making 
freight  business  by  joining  Am- 
trak, or  he  could  protect  his  freight 
business  by  absorbing  the  Zephyr's 
losses.  "The  contract  that  Amtrak 
proposed  had  a  lot  of  options  for 
them  that  we  did  not  like,"  ex- 
plains Aydelott.  "They  could  put 
on  additional  trains  or  change  the 
Zephyr   from    a    three  oek 

train   to  a  daily   train 
twice-daily  train." 

To    Aydelott     that  I    big 

trouble,  for  the  D&RGYV  is  pri- 
marily a   single-track  line   through 


the  Rocky  Mountains  connecting 
Denver,  Pueblo  and  Salt  Lake  City. 
Aydelott  feared  that  Amtrak  trains 
would  force  his  fast  freights  onto 
sidings  and  cause  delays. 

"Freight  is  where  we  make  our 


Aydelott  of  Rio  Grande 


84 


money,"  he  says.  "If  I  lost  our 
auto  parts  business,  I  don't  know 
what  we'd  do.  That's  $10  million 
right  off  the  top.  Don't  forget,  I've 
got  to  compete  with  the  Union  Pa- 
cific, which  is  a  beautiful  railroad 
with  double  track,  no  mountains, 
good  people.  They're  tough.  If  I 
had  joined  Amtrak,  I  would  help 
UP  compete  against  me.  It  didn't 
make  sense  to  join  something  that 
would  spell  the  railroad's  doom." 

Actually,  the  line  is  robustly 
healthy.  On  revenues  of  $116.2 
million  in  1970,  Rio  Grande  earned 
$11.9  million.  This  is  a  10%  return 
on  revenues  and  10.5%  on  stock- 
holders' common  equity,  both  far 
higher  than  the  industry  average. 

By  law  Aydelott  must  run  the 
Zephyr  until  he  either  joins  Am- 
trak or  gets  permission  to  discon- 
tinue it.  "Running  the  Zephyr  at  a 
known  loss  is  like  an  insurance  pol- 
icy," Aydelott  says  philosophical- 
ly. "I  pay  for  the  Zephyr  to  avoid 
the  chance  that  I  might  lose  the 
auto  parts  business  because  of  Am- 
trak's directive  on  how  the  train 
must  be  run."  ■ 


FORBES,    NOVEMBER    15,    1971 


H11H 

Opportunity  is  all  around  you... 

"If  you'll  invest  in  a  postage  stamp,  I'll  send  you  a  free  sample  issue  of  The  Capitalist  Reporter-a 
unique  monthly  magazine  of  money-making  information.  You'll  discover  ingenious,  inside  ways  to  snow- 
ball small  amounts  of  capital— sometimes  double,  even  triple  it  within  a  single  year— and  have  fun,  too. 
Things  you  can  start  doing— right  away— right  from  your  own  home.  After  all,  financial  opportunity  is 
all  around  you,  often  in  the  unlikeliest  of  places  You've  just  got  to  know  where  to  look,  be  quick  to  act. 
At  this  very  moment,  over  30  of  our  writers  and  researchers  are  at  work  on  four  continents.  Irresistible 
ways  of  making  money  are  being  uncovered  in  this  lavishly  illustrated  magazine.  Here  is  information 
that  turns  financial  opportunity  into  green  reality!  Prove  it  to  yourself  by  mailing  this  coupon,  and 
I'll  rush  you  a  free  sample  of  The  Capitalist  Reporter."  Patrick  w.  h.  Garrard 

Chairman  &  Editorial  Director 


Exclusive! 

MAINE  VACATION 

PROPERTY-$25.anAcre 


Land 


Canadian  farm  land  near  US 
border $!5/acre.    rural  U.S. 


on  Portugese  Riviera  Austra-  _ 
lian  ranch  land  $5/acre.  Caribbean 
property  $1007 acre  Why  so  cheap'  We  know 
where  to  look,  now  lo  buy  (Avoid  land  devel- 
opers Buy  direct  from  a  government  ..pick 
up  tax-sale  bargains,  abandoned  larms.  tim- 
ber land.  Buy  overseas  Land  is  still  dirt- 
cheap,  but  is  rising  as  tir  races  drop  and 
more  people  travel  farther  afield  )  The  Capi- 
talist Reporter  spotlights  choice  areas .  tells 
you  who  to  see  .  how  much  to  pay  .  what  to 
took  for  &  avoid  etc  Handle  the  prelimi- 
naries from  home  C/R  EXCLUSIVE:  British 
Colonial  Office  will  soon  unload  choice  acre- 
age on  exquisite,  little-known  Caribbean 
island.  Your  price1  Peanuts! 


Travel 


Where  to  buy  luxury  cars  in 
Europe  (Mercedes.  Jaguars, 
etc.)  at  discount  prices.. 
how  to  insult  thieving,  insolent  natives  in 
their  own  language  where  to  pack  your 
kids  oft  to  a  ranch  for  summer  work,  which 
airport  duty-free  shops  offer  authentic  bar- 
gains (eg.  Amsterdam)  and  which  are  best 
avoided  (e.g.  Shannon)... wallow  in  luxury 
behind  the  Iron  Curtain  (like  a  Capitalist 
pig'')  for  under  $10  a  day  buy  your  own 
crumbling  though  habitable  castle  in  Spain 
for  about  $5000.  deal  in  black  market  cur- 
rency finance  a  trip  to  Hungary  on  Wilkin- 
son razor  blades  etc.  Every  month,  in  The 
Capitalist  Reporter. 

ff^lWa!!  St. 

Wrf^'*!"  What  can  we  tell  ycu  about 

IsTB^'  *,2*Tlthe  market  that's  fresh,  original 
&  useljl?  A  great  deal.  •  Summary  of  major 
market  letter  recommendations  (save  your- 
self hundreds  of  dollars  in  annual  subscrip- 
tions). •  Monthly  column  by  a  market  insider, 
with  an  uncanny  knack  for  being  right.  (He 
loresaw  the  recent  upturn.)  Find  out  what's 
going  to  happen  later  this  year.  •  Features 
you'll  see  nowhere  else:  How  Wall  Street's 
Three  Most  Powerful  Writers  Make  &  Cost 
You  Money;  How  to  Read  Company  Reports 
(and  Other  Hallucinations):  Rating  the  Invest- 
ment Advisory  Services — Which  Are  Best?; 
An  Insider's  Guide  to  the  Tokyo  Market;  etc. 


Wealth 


Take  almost  any  rational, 
level-headed  man — give 
^  him  a  whiff  of  real  wealth 
—then  watch  him  take 
'oft  like  a  mad  fool.  The  stories  of  how  peo- 
ple make  and  lose  money  are,  to  a  great 
extent,  the  chronicle  of  our  times.  Often, 
enormous  greed  and  pretension.  Sometimes 
rare  courage  and  idealism.  The  Capitalist 
Reporter  covers:  The  Rise  and  Decline  of 


Grove  Press;  Cashing  in  on  Christ;  The  Eti- 
quette ol  Bribery;  Making  Money  Off  Mao?; 
Jerome  Hoffman's  $100  million— Easy  Come, 
Easy  Go;  Going  into  Partnership  with  Mafia, 
Inc.;  Insurgency  Tactics  for  an  Annual  Meet- 
ing; etc. 


Measure 


Invest  intelligently  in  art. 
antiques,  precious  stones, 
etc.  They  keep  rising  in  value  ' 
through  good  limes  &  bad, 
inflation  &  recession — sometimes  by  nearly 
100%  a  year.  You  learn  of  prime  areas  of 
investment:  e.g.  galloping  value  of  antique 
watches,  .undervalued  historical  autographs 
(George  Washington  handwriting  about  $200) 
..coming  boom  in  European  arms  &  armor 
(an  antique  dagger  about  $12)... dazzling 
com/stamp/ rare  book  investments... precious 
stones  at  Iree  market  places  ..antique  cham- 
ber pots  (take  a  close  look  at  your  old  soup 
tureen),    etc 

Opportunity 

Why  do  most  businesses  fold  within  a  year 
or  two7  Mostly,  a  lack  of  know-how— tricks- 
o'-the-trade  you  only  gam  from  experience. 
If  you  dream  of  starting  your  own  thing.  The 
Capitalist  Reporter  can  help  (1|  We  look  for 
the  ideas  whose  times  have  come  New  con- 
cepts at  the  start  of  their  climb.  Business 
opportunities  you  can  enter  on  the  ground 
floor— often  with  under  $2000  capital.  (Usu- 
ally, starting  in  your  spare  time — without 
giving  up  the  security  ol  your  present  job.) 
(2)  We  back  up  our  information  with  actual 
case  histories.  From  these  people — who  are 
actually  making  it— you  learn  the  techniques 
&  shortcuts  that  make  the  difference  between 
success  &  failure  Profit  from  their  experi- 
ence! 

tyar  Out 

Something  in  every  issue  to 
make  you  a  living  legend 
within  your  own  famil' 
e.g.  Suppose  you 
crave  a  race  horse 
(Fool!)  How  do  you 
buy... find  the  best 
prices?  Picking  a 
trainer?  (How  can  he  ' 
give  you  a  memorable  shafting?)  Cost  of 
maintaining  your  beast?  Entering  him  in 
races?  Stud  fees?  Sex  handicaps?  Race  track 
shady  practices?  Suppose  your  hayburner 
develops  arthritis.  Then  what??!!  Also — In- 
vesting in  Broadway  shows;  Hunting  (or 
Blackbeard's  treasure;  Buying  your  own  au- 
thentic ghost  town. 


Insider 


Imagine  you  own  stock  in  a  com- 
"pany.  And  you  learn  that  several  of  the 
officers  &  principals  are  selling  off  a  sub- 
stantial portion  of  their  shares.  Wouldn't  you 
ask,  "WHY?"  Perhaps  you.  too,  should  jump 


clear — they  might  know  something  you  don't. 
(It  would  be  equally  significant,  naturally,  if 
they  are  buying  info  the  company.)  The 
Capitalist  Reporter  brings  you  late  news  of 
key  insider  trading.  Oraw  your  own  conclu- 
sions. Just  remember:  Watch  what  they  do 
— not  what  they  say. 

Japan 

New  products,  processes. 

rock-solid  currency,  gallop 

GNP — how  can  you  profit 

from  Japan's  booming  pros 

perity?  Each  month.  The 

Capitalist  Reporter  examines 

our  busy  little  friends  across      £f^y 

the  ocean — with  intormation      *pf*  1 

that  makes  you  money:  Stock 

market  news  (how  about  playing  * 

the  incredible  Tokyo  market?)... new  product 

information  (long  before  Ihey  appear  in  the 

U.S.). ..and  other  invaluable  Nipponalia.  Most 

Americans   are   appallingly    ignorant    about 

Japanese   business— and   you   can't   make 

money  from  something  you  know  little  about. 

This  information  is  worth  money  in  the  bank. 

cNostalgia 

American  treasures  are  all 

,fc  around  you — attic,  church 

bazaar,    house-wrecking 

yards,  thrift  shops,  etc.  Old 

bottles,  obsolete  fishing  lures. 


pre-war  comics,  vintage  railroad  timetables, 
auto  repair  manuals,  posters  (war,  movies, 
advertising),  telephone  insulators,  stuffed 
birds,  old  children's  books,  etc.  Their  value? 
$5,  $10,  even  $100  and  more.  Americana/ 
memorabilia  soars  in  value  as  much  as  200% 
a  year.  We  give  authoritative,  up-to-date  in- 
formation on  hundreds  upon  hundreds  ol 
specifics  to  be  found  in  every  town  in  Amer- 
ica: Where  to  look,  .what  to  pay. ..hot  new 
items... how  lo  anticipate  future  trends... 
names  4  addresses  of  people  who  buy 
everything,  from  old  rnousetraps  to  dirigibles 
to  used  electric  chairs.  We'll  even  show  you 
how  to  conduct  garage  sales— make  $200  to 
$300  a  week  in  your  spare  time. 


(Bargains 


How  to  obtain  free 
traveller's  checks  ($100  . 
buys  $100)... factory-fresh  clothing  &  mer- 
chandise for  a  small  Iraction  of  list  price... 
pick  up  name-brand  furniture  &  appliances 
wholesale.  .Iree  government  services... and 
government  surplus  for  a  few  pennies  on  the 
dollar  (a  jeep'  your  own  Sherman  tank?)... 
insurance  for  '/a  of  what  you  are  now  prob- 
ably paying... launch  suits  and  register  com- 
panies all  by  yourself  (save  vast  legal  fees)... 
...etc.  Original  material! 

91971  The  Capitalist  Reporter  Inc. 
150  Filth  Ave  ,  U  YC    10011 


free  sample 
issue; 


Subscription  Dept.,  150  Fifth  Ave.,  New  York,  N.Y.  10011 

Send  me  a  complimentary  issue  of  The  Capitalist 

Reporter.  If  your  magazine  is  as  great  as  you  say  it  is,  O  lg nnii9      C     »'°n 

I  will  subscribe  for  the  time  indicated,  and  pay  upon       $900  (12  issues) 

receipt  of  your  bill.  On  the  other  hand,  if  I'm  not  totally 

delighted,  I  will  return  your  invoice  marked  "cancel",  U3  leVsl°,'J  ■    pnc,e  ol  lw0 

and  owe  nothing.  -$18.00  (36  issues) 


pi  /  preler  to  pay  now  and  enclose  a  check/money  order  lor  the  amount  shown  above. 
(Thank  you!  Besides  your  lirst  Iree  copy,  we'll  add  two  extra  Iree  issues  to  your 
subscription  lor  saving  us  bill  expenses.  Full  money-back  guarantee,  naturally.) 


Faces  Behind  the  Figures 


Foster  of 
Charles  River  Breeding  Laboratories 


Mice,  Men  &  Money 

Henry  L.  Foster's  ambition  these 
days  is  to  found  a  colony  of  rhesus 
monkeys  on  an  uninhabited  island 
off  the  coast  of  Florida.  At  46,  Fos- 
ter is  no  amiable  eccentric.  He's  a 
one-time  veterinarian  who  heads 
the  Charles  River  Breeding  Labora- 
tories, a  New  England-based  com- 
pany that  should  net  nearly  10% 
this  year  on  over  $6  million  in 
sales,  turning  out  more  mice,  ham- 
sters, rabbits  and  rats  to  be  used 
in  research  laboratories  around  the 
world  than  General  Motors  turns 
out  cars. 

That's  where  Foster's  monkey 
colony  comes  in.  The  research  labs 
need  a  steady  supply  of  clean,  un- 
contaminated  monkeys  for  their  ex- 
periments. "The  island  is  far 
enough  from  land,"  Foster  says, 
"so  the  monkeys  won't  be  con- 
taminated, but  close  enough  to  be 
easily  reached  by  speedboat.  The 
rhesus  monkey,  you  see,  may  well 
become  an  endangered  species." 

Foster  founded  his  animal  farm 
back  in  1947  with  $1,200  worth  of 
rusty  cages,  but,  unlike  most  other 
breeders,  he  realized  that  what  his 
customers  needed  were  microbio- 
logically      sterile      animals      that 


wouldn't  ruin  their  extensive,  ex- 
pensive experiments  with  unknown 
bacteria.  So  in  1955  he  risked 
everything  to  satisfy  the  market. 
This  meant  all-masonry  buildings 
with  machinery  to  control  every  as- 
.pect  of  the  atmosphere,  labora- 
tory personnel  showering  and  put- 
ting on  surgical  masks  and  gowns 
before  entering  the  rooms  where 
rats  were  kept.  From  a  few  micro- 
biologically  sterile  rats,  Foster  de- 
rived a  new  colony  through  Cae- 
sarian techniques. 

Since  then,  Foster's  business  has 
boomed,  but  there's  a  catch.  The 
breeding  business  eats  capital— "al- 
most a  dollar  of  capital  for  a  dollar 
of  sales,"  he  admits.  So  the  compa- 
ny has  had  two  public  offerings  in 
the  past  three  years— some  300,000 
shares  total— expanding  its  capital- 
ization by  375%.  With  the  expan- 
sion of  facilities  in  New  England, 
the  aggressive  invasion  of  Europe 
and  the  prospect  of  that  monkey 
island  ("a  long-range  project  from 
a  profit  point  of  view"),  other  of- 
ferings may  well  be  in  the  making. 
So  Foster  will  be  hard  put  to  gen- 
erate growth  enough  to  offset  the 
continuing  dilution. 

But  never  underestimate  a  man 
whose  license  plate  reads  MICE.  ■ 


A  Lot  of  Poppycock 

From  3,000  miles  away  in  Cali- 
fornia, Lady  Drake  burbled  ex- 
citedly to  her  husband,  Sir  Eric 
Drake,  chairman  of  British  Petro- 
leum, in  New  York:  "Everywhere 
I  go,  people  tell  me  my  husband 
is  ruining  the  last  wilderness  in 
America.  Can  you  give  me  some 
arguments  to  shout  them  down?" 

"You  can  tell  them,"  said  Sir 
Eric,  whose  $7.6-billion  corpora- 
tion has  a  large  stake  in  Alaska's 
North  Slope  and  a  39%  stake  in  the 
proposed  TAP-line  from  Prudhoe 
Bay  to  Valdez,  "that  it's  a  lot  of 
poppycock.  Tell  them  that  what 
the  conservationists  don't  realize  is 
that  this  is  a  debate  between  high 
sulphur  content  or  low  sulphur." 

Now  60,  Drake  maintains  that 
the  U.S.  conservationists  are  cut- 
ting their  own  throats  over  Alaska. 
Quite  apart  from  its  growing  stake 
in  North  America,  British  Petrole- 
um still  has  the  world's  largest 
petroleum  reserve,  so  Drake  is  not 
exactly  a  disinterested  party.  But 
he    professes    amazement    at    the 


shortsightedness  of  U.S.  politicians. 

"They  are  so  busy  tying  them- 
selves to  a  fanatical  conservation 
lobby,  they  can't  see  the  reality," 
he  says.  By  the  end  of  the  decade, 
Drake  maintains,  U.S.  oil  imports, 
by  then  50%  of  consumption,  will 
come  largely  from  the  Middle  East, 
be  mainly  high  sulphur  and  high 
pollutant,  exacerbate  a  pressing 
U.S.  balance-of -payments  problem 
and  further  hike  the  cost  of  crude. 

"And  all  the  time,  here's  Ameri- 
ca with  good,  low-sulphur  fuel  of 
her  own,  capable  of  being  trans- 
mitted by  pipeline.  But  no  one  can 
convince  the  birdlover." 

As  it  is,  Britain  is  about  to  pipe- 
line crude  from  the  North  Sea  to 
Scotland.  "Transporting  North  Sea 
oil  is  probably  far  more  dangerous 
than  the  Alaskan  pipeline."  says 
Drake,  "but  our  birdlovers  are  a 
little  less  emotional.  North  Sea  oil 
is  both  a  political  and  economic 
matter  for  Britain.  The  U.K.  has 
a  much  smaller  market  than  the 
U.S.,  and  if  North  Sea  oil  can  take 
a  sizable  share  of  it,  that  will  great- 
ly ease  Britain's  oil  balance-of-pay- 


ments  troubles.  These  things  Amer- 
ica hasn't  discovered  yet.  With  oil 
she'll  soon  be  in  the  same  boat  as 
Britain  and  the  European  coun- 
tries: dependent  on  others. 

"As  oil  gets  more  scarce,  and 
prices  go  up,  fewer  people  will  be 
able  to  afford  it.  I  am  not  too 
gloomy  about  it.  Who  knows,  we 
may  all  end  up  with  horses  again 
instead  of  cars.  And  who's  to  say 
we'd  be  the  worse  off  for  it?"  ■ 


Drake  of  British  Petroleum 
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Now  that  you've  earned  your  place  in  the  sun, 
you  must  be  thirstier  than  ever. 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  ;{ 'io\  OLD 


: 


$10  A  FIFTH  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  NY. 


"POTLATCH 
DIDN'T  GET 
OUR  $2,845,00 

ORDER  JUST 
BECAUSE  OF 
ANAD- 

BUTTHEY 
NEVER  WOULD 
HAVE  GOTTEN 
IT  WITHOUT 

THE  AD" 

■    ■    Ik    ^^M0m        WARREN  ROSENTHAL 

PRESIDENT 
JERRICO,  INC. 


• 


i  - 


"We  had  been  looking  tor  a  pre- 
fab or  modular  construction 
suitable  for  one  of  our  subsidiaries, 
Long  John  Silver's  fish  and  chips 
houses. 

Our  architect  hadn't  found 
anyone  qualified  to  take  the  project. 

Now  I'm  not  an  architect,  and 
I  wasn't  trying  to  make  the 
decision,  but  I  saw  a  Potlatch  ad  for 
their  Speedspace  operation. 

I  tore  it  out  and  showed  it  to  our 
architect.  As  it  turned  out,  Potlatch 
got  the  contract.  A  big  one. 

Not  just  because  of  an  ad, 
of  course. 

But  they  never  would  have 
gotten  it  without  the  ad. " 

We  know  you 

like  the  back  of  our  hand. 

Your  thoughts  on  business 
advertising  come  through  loud 
and  clear. 

We  can  almost  hear  you  damn- 
ing it  with  faint  praise. 

"A  campaign  to  business  is 
bkay  if  you're  trying  to  change 
your  image  or  polish  it  up  a  little. 
It  can  help  create  a  more  favorable 
climate,  impress  Wall  Street, 
generate  some  awareness". .  .you'll 
Hive  us  that . . .  and  that's  all 
very  nice. 

But  you're  responsible  for  the 
bottom  line— for  every  dollar 
you  spend  you  want  to  see  some- 
thing real . . .  something  tangible. 

measurable  result. 

To  get  to  the  heart  of  it . . .  you 
ave  a  real  problem  relating  your 
jadvertising  to  sales. 

Have  we  got  you  pegged? 

The  impossible  dream. 

You're  looking  for  a  precise  tool 
—a  sure-fire  method  for  measur- 
ing the  effectiveness  of  advertising 
to  business. 

You  want  the  kind  of  measure- 
ments they've  got  over  in  the 
package  goods  field. 

They  can  tell  in  a  short  time 
how  the  product  is  moving  off  the 
shelves. 

They've  got  sales  audits— like 
Nielsen  and  SAMI  to  keep  tabs 
on  the  category,  and  the  competi- 
tion. If  there's  a  bump  in  sales, 
they  know  whether  the  category 
s  growing  or  whether  they're 
taking  business  away  from  the 
other  guy. 


We'd  like  that  too.  But  we  don't 
have  it. 

Not  when  "lead  time"  in  indus- 
trial buying  stretches  into  months 
—even  years.  Not  when  your 
customer  might  require  a  lengthy 
study  before  making  his  decision. 

It's  pretty  hard— when  the  sale's 
finally  made— to  trace  it  back  to 
advertising. 

Especially  with  so  many  other 
factors  operating— like  price,  avail- 
ability, quality,  delivery,  service. 
'  It's  a  far  cry  from  deciding  be- 
tween two  toothpastes  at  490. 

We  know  we've  got  to  refine 
our  measuring  techniques.  Recent 
work  in  the  field  has  been  en- 
couraging. The  Morrill  study,  for 
example.  Here  for  the  first  time, 
is  impressive  evidence  that  adver- 
tising makes  your  salesmen  more 
effective.  That  advertising  actually 
lowers  your  cost  of  selling. 

But  just  because  we  still  lack 
a  quick  and  simple  method  for 
measuring  results  doesn't  mean 
business  advertising's  not  getting 
them. 

And  we  can  prove  it. 

We're  going  to  let  the  men 
who  were  sold  by  business 
advertising  sell  you. 

Men  like  Mr.  Rosenthal  are  going 
to  help  us  do  it. 

Chairmen,  Presidents,  Vice 
Presidents— we  hear  from  them 
all  the  time. 

Men  high  up  the  ladder,  who've 
had  a  real  influence  in  purchases. 

We're  going  to  let  them  tell  you, 
in  their  own  words,  how  they  were 
influenced  by  somebody's  ad. 

And  make  no  mistake  about  it— 
the  man  who's  worrying  about  the 
bottom  line  is  at  the  bottom  of  the 
big  purchases. 

And  he's  not  just  approving  the 
money— he's  selecting  the  supplier. 

If  you  can  stand  just  one  little 
chart,  this  one  will  spell  it  out. 
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How  many  V.P.s  did 
your  salesmen  get  to 
see  last  year? 

We'll  bet  you  can  count  them 
on  one  hand. 

These  men  are  tough  to  see. 

We're  not  knocking  the  average 
salesman.  He's  got  a  tough  job. 
A  lot  of  ground  to  cover— and  only 
so  much  time.  He  can't  afford  to 
sit  in  a  reception  room  cooling  his 
heels. 

His  time  should  be  spent  against 
the  men  he  can  easily  see.  That's 
where  he's  most  effective. 


We  get  into 

the  corner  office. 

We've  got  a  regular  appointment 
with  the  man  you're  having  trouble 
getting  to  see. 

We  can  put  you  right  in  his  lap. 

And  remember,  these  men  are 
really  involved  in  the  buying 
decision. 

They're  the  men  you'll  be  hear- 
ing from  in  our  ads.  Men  who 
believe  in  the  selling  power  of  ads 
—because  an  ad  sold  them.  We 
think  they'll  make  a  believer  out 
of  you. 


BusinessWeek 


Forbes 


Fortune 


Time 


Newsweek 


U.S.News  ffigSSS, 

Where  you  hit 
top  management. 


In  over  2/3  of  purchase  decisions  studied, 
executives  at  the  V.  P.  level  or  higher  were 
involved  in  supplier  selection.  Purchases 
ranged  from  $2000  to  $13  million. 


Coming  attractions 

Our  next  ad  features  a  bank 
president  who  saw  an  ad  that  started 
$7,000,000  worth  of  construction. 


Faces  Behind  the  Figures 


Making  Love  fo  One  Wife 

When  you  think  of  Japanese  in- 
dustry do  you  think  of  the  giants: 
Mitsui,  Mitsubishi,  Sumitomo  and 
other  big  trading  companies?  But 
many  of  Japan's  most  impressive 
economic  gains  have  been  made  by 
independent  companies,  many  of 
them  recently  sprung 
from  tiny  businesses: 
Sony,  Honda,  Asahi  Op- 
tical, Shiseido  (cosmet- 
ics) and  K.  Hattori 
(Seiko  watches).  Inter- 
estingly, each  of  these 
companies  operates  in  a 
consumer-goods  mar- 
keting-oriented industry 
and  each  is  relatively  un- 
diversified.  "The  big 
trading  companies,"  says 
Kaneyuki  Unno,  direc- 
tor of  Tokyo's  K.  Hattori, 
"can't  concentrate  on 
specific  markets.  They 
have  to  work  for  quick 
turnover  and  for  pres- 
tige. You  might  say  that 
they  have  to  make  love 
to  too  many  wives." 

Unno's  Hattori  makes 
love  to  only  one  wife- 
watches  and  clocks  are 
90%  of  its  volume— and 
a  happy  match  it  has 
been.  A  tiny  company  a 
decade  ago,  Hattori  is 
now  the  biggest  watch 
company  in  the  world, 
with  worldwide  sales  of 
better  than  $300  million, 
ahead  of  Timex  and 
more  than  double  Bul- 
ova's size. 

Like  most  Japanese 
companies,  Hattori  was 
nourished  by  Japan's 
trade  policy.  Tariffs  and 
quotas  kept  Swiss  prod- 
ucts at  bay  while  Jap- 
anese consumers  went  watch-hap- 
py. Seiko  did  not  really  begin  ex- 
porting until  1962,  but  by  then  its 
dominance  of  the  domestic  mar- 
ket-second only  to  that  of  the  U.S. 
—had  given  it  the  long  production 
runs  it  needed  for  efficient,  auto- 
mated production. 

\tt.r   World   War   II,   the   Swiss 
were    sticky    about    selling    watch 

making  machinery  to  Japan.  Pain- 
fully, item  by  item,  Hattori  de- 
signed its  own,  and  in  the  course 
of  this  developed  what  it  claims  is 
the  most  integrated  and  automated 


watchmaking  setup  in  the  world. 

In  1962,  Hattori  moved  into 
Hong  Kong,  shrewdly  figuring  that 
bargain-hunting  tourists  would 
then  introduce  Seiko  watches  to  the 
countries  in  Europe  and  America 
where  Swiss  watches  had  always 
dominated  the  medium-  and  up- 
per-priced field.  The  ploy  worked 


very  well. 

Seiko  still  gets  close  to  80%  of 
its  sales  from  the  Japanese  mar- 
ket-overseas provides  icing  for  the 
cake.  The  company  has  shown  con- 
siderable ingenuity  in  cracking 
those  overseas  markets  against  en- 
trenched competition. 

Few  parts  were  interchangeable 
with  the  highly  standardized  Swiss 
parts,  and  so  U.S.  watchmakers 
were  reluctant  to  repair  Seiko 
watches.  Says  Unno:  "We  listened 
carefully  to  what  the  watchmakers 
were  saying."  One  result  was  the 


setting  up  of  warehouses  stocking 
reconditioned  Seiko  movements;  a 
watchmaker  can  replace  a  dam- 
aged movement  with  a  recondi- 
tioned one,  and  ship  the  damaged 
one.  Back  to  Japan  for  recondition- 
ing in  its  turn.  That  way  he  gets  a 
profit  but  none  of  the  headaches. 
'  Seiko  soon  learned,  as  Unno 
puts  it,  that  "price  is  not 
the  problem.  Style  is 
what  sells  watches,  and 
advertising  and  service." 
In  price,  Seiko  has  nev- 
er tried  to  compete  at 
the  cheapest  end  of  the 
market  where  the  U.S.' 
Timex  remains  king  with 
its  pin-lever  watches. 

Hattori's  success  story 
is  typically  Japanese.  It 
accepts  a  relatively  low 
operating  profit  margin 
—about  5%  on  sales,  less 
than  half  Bulova's  rate. 
This,  together  with  its 
long  production  runs 
and  high  automation, 
enables  it  to  offer  deal- 
ers a  very  good  markup 
and  still  sell  watches  at 
very  competitive  prices. 
It  compensates  for  low 
markups  by  tight  and 
leveraged  use  of  capi- 
tal. Hattori's  equity  cap- 
ital is  about  $35  million, 
half  of  Bulova's;  yet  it 
does  roughly  double 
Bulova's  volume.  As  a 
percentage  of  sales,  Sei- 
ko's profits  are  not  very 
impressive,  about  3%. 
But  its  return  on  equi- 
ty is  22%,  more  than 
twice  Bulova's. 

With  its  high  degree 
of  automation,  Hattori 
does  not  expect  to  be 
badly  hurt  by  the  rise  of 
Japanese  wages  or  by 
newer  competition  from  low-wage- 
rate  countries.  Thus,  it  feels  no 
great  urge  to  diversify  although  it 
does  produce  the  shutters  used  on 
most  Japanese  cameras,  plus  a  bat- 
tery electric  shaver  and  a  line  of 
calculators.  But  watches  will  prob- 
ably be  its  mainstay  for  years. 

This  lack  of  diversification  would 
horrify  most  American  business- 
men, but  not  the  men  at  Hattori. 
As  its  director  kept  repeating  dur- 
ing his  interview  with  Forbes:  "We 
work  so  hard."  Coming  from  him, 
it  didn't  sound  corny.   ■ 
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The  Bettmann  Archive 


Forbes 
The  Image  Builder 


During  the  first   half  of    1971,    FORBES   ranked 
second  only  to  Business  Week  in  the  number  of  cor- 
porate advertising  pages  (general  promotion)  it  car- 
ried. Close  behind  FORBES 
in  this  important  classifi- 
cation were  Newsweek  and 
Time  Magazine. 

But  when  you  consider 
that  three  of  these  top  four 
magazines  are  weeklies, 
then  a  comparison  of  the 
average  number  of  corpo- 
rate pages  each  carried 
per  issue  suggests  that 
FORBES'  ranking  may  be 

even  more  impressive.  Over  38%  o.f  all  FORBES'  ad- 
vertising pages  during  the  first  six  months  of  this  year 
were  corporate  promotion  as  compared  with  21%  for 
Business  Week,  14%  for  Time  and  13%  for  Newsweek. 


Rank 

General  Promotion  Advertising 

January-June,  1971 

Averages  Pages 
Magazine              Ad  Pages         per  issue 

1. 
2. 
3. 

4. 

Business  Week 
FORBES 
Newsweek 
Time 

331 
223 
198 
195 

13 

19 

8 

8 

Source:  Publishers'  Information  Bureau. 


The  goal  of  corporate  advertising  is  to  create  goodwill 
toward  a  company  in  order  to  establish  a  favorable 
climate  for  the  sale  of  all  its  products  and  services. 

Naturally,  the  most  de- 
sirable audience  to  be 
reached  is  the  most  influ- 
ential one. 

FORBES' superior  ability 
to  reach  top  management 
in  America's  largest  com- 
panies has  been  docu- 
mented again  and  again  in 
studies  made  by  the  in- 
dependent research  firm, 
Erdos  and  Morgan,  Inc.  So 
it  follows  that  more  advertising  directed  at  maintain- 
ing or  building  company  images  should  appear  in  the 
issues  of  FORBES.  Because  FORBES  readers  don't 
just  own  American  business.  They  run  it. 


Forbes:  capitalist  tool 


Over-size 


■ 


••'VTION. 


People-size. 

You  have  enough  work  without  having  to  wrestle  with 
over-sized  documents  like  computer  printout,  ledger  sheets, 
and  engineering  drawings.  They're  rough  on  you,  yourfiles, 
your  mailroom  and  your  attache  case. 

The  answer:  get  them  down  to  people-size  on  the 
Xerox  7000  Reduction  Duplicator. 

The  Xerox  7000  can  take  originals  as  large  as  14"  x  18" 
and  reduce  them  to  a  workable,  fileable  8V2"  x  1 1".  At  a 

copy-a-second. 

You  choose  from  four  reduction  ratios— or  size-for-size 
copying— just  by  pushing  a  button. 

And  the  7000  does  it  all  onto  flat  sheets  of  ordinary, 
unsensitized  paper. 

With  the  7000  reducing  your  documents  from  over-size 
to  people-size,  you  can  spend  your  time  working  on  them. 
Instead  of  wrestling  with  them. 

XEROX 


Faces  Behind  the  Figures 


Autumn  Escape  Plan 

Up  in  the  air.  That's  what  CPC 
International  Chairman  Howard  C. 
Harder  is  these  days.  "He's  in 
Africa,"  says  a  CPC  official.  "No, 
let's  see,  I  know  he'll  be  in  Wash- 
ington for  a  few  days.  Then  I  guess 
he's  coming  back  to  Englewood 
Cliffs  [N.J.]  before  leaving  for  Eu- 
rope or  someplace.  He'll  be  out  of 
the  office  for  quite  a  while  though, 
I  think." 

And  who  would  begrudge  How- 
ard Harder  a  little  in-flight  privacy 
after  what  CPC  just  went  through 
in  the  corn  pit  out  at  the  Chicago 
Board  of  Trade? 

What  happened  was  a  price  col- 
lapse the  like  of  which  corn  traders 
haven't  seen  since  1948.  As 
the  Great  Corn  Blight  forecast  by 
the  U.S.  Agriculture  Department 
turned  into  the  largest  corn  crop  in 
history  (an  estimated  5.4  billion 
bushels ) ,  in  four  months  from  June 
to  September  corn  futures  for  De- 
cember delivery  fell  abruptly  from 
$1.62  to  $1.13,  before  inching  up 
to  a  recent  $1.16.  Whipsawed  bad- 
ly, CPC— the  world's  largest  corn 
processor— found   itself  stuck  with 


inventories  valued  as  high  as  40% 
above  the  market. 

Which  is  one  big  reason  why 
CPC's  third-quarter  earnings  fell 
45%  last  month. 

Actually,  veteran  corn  traders 
explain,  there  wasn't  much  CPC 
could  do  about  it.  Because  of  its 
immense  volume,  CPC  never  hedg- 
es by  selling  short  against  the  spot 
market  (although  speculators  who 
did— never  dreaming  of  taking  de- 
livery—reaped bonanza  profits ) .  In- 
stead, it  hedges  by  buying  long  in 
the  futures  market.  And  CPC's 
three  commodity  traders  could 
scarcely  risk  not  buying  as  prices 
rose  during  the  Blight  scare.  How 
else  could  the  company  have  pro- 
tected itself? 

But  don't  think  Howard  Harder 
is  just  sitting  back  waiting  for  all 
that  corn  to  rot  in  the  silos.  Be- 
tween flights  he  stopped  off  in 
Washington  for  a  couple  of  days 
to  chat  with  Commerce  Secretary 
Maurice  Stans  and  others.  It's  no 
secret  that  the  Agriculture  Depart- 
ment, somewhat  embarrassed  by  its 
monumental  gaff,  is  contemplating 
supporting  the  corn  market  with 
large   open-market  purchases.   But 


Harder  of  CPC  International 


the  big  question  is,  where  will  they 
put  all  that  corn?  The  Chicago 
grain  elevator  strike  makes  it  hard 
to  store,  while  the  big  East  Coast 
and  Gulf  Coast  dock  strike  makes 
it  hard  to  ship. 

Well,   that's   what  puts   the  zip 
in  commodity  trading.  ■ 


Hangover 

For  two  years  now,  Ford  Motor 
Co.  Chairman  Henry  Ford  II  has 
found  himself  in  a  position  un- 
paralleled since  the  Justice  De- 
partment forced  du  Pont  to  spin 
off  its  General  Motors'  holdings  a 
decade  ago.  The  1969  tax  reform 
act  in  effect  requires  the  Ford 
Foundation,  holder  of  18  million 
of  Ford's  104  million  shares  out- 
standing, to  dispose  of  all  but  2 
million  of  them  by  mid- 1979.  Thus, 
16  million  shares  currently  over- 
hang the  market. 

So  far,  there  has  been  no  mar- 
ket slide.  Through  1974,  Ford  has 
the  option  of  buying  in  all  the 
Foundation's  shares  it  wants,  and 
while  this  ■  ould  cost  over  $1.1  bil- 
lion ai  ci  n  'it  prices,  Henry  Ford 
seems  d  ;  to  buy  as  many 

as  he  can  a  long  period  of 

lime,"  he  s.i  'H1y_ 

inti  stock   hoi,  ,,  for 

stock   options   and   fol 

sion,  investment  ami  fans. 

Ford  Motor  Co.  though;  ,|  it  could 

buy  some  additional  sin.  I 

to  buy   it    now,  even   a 

of  our  needs,  so  that   \\<        mid  get 


as  much  out  of  the  Foundation  as 
we  can  by  1975  when  we  can't  buy 
any  more,  even  though  they  may 
still  have  a  great  blob." 

Since  1962  Ford  has  acquired 
over  6  million  Foundation  shares 
for  more  than  $300  million  and 
currently  plans  to  acquire  another 
1  million  or  so  as  part  of  a  $200- 
million  debenture  offering  its  Ford 
Credit  subsidiary  is  making.  Pen- 
sions and  options  aside,  Ford  has 
also  been  reserving  these  shares  for 
the  conversion  of  other  securities  it 
has  been  selling  here  and  abroad. 

For  Ford,  these  acquisitions 
have  advantages  aside  from  insu- 
lating the  market  from  a  sizable 
block  of  shares.  They  prevent  the 
dilution  that  would  result  from  is- 
suing new  shares,  they  save  the 
dividends  that  would  otherwise 
have  to  be  paid  on  the  shares  Ford 
acquires,  and  they  assure  that  sales 
of  the  Foundation's  holdings  will 
not  weaken  the  Ford  family's  40% 
control— though  Henry  Ford  insists 
that  the  Foundation  remains  In- 
dependent. "They've  always  been 
on  their  own,"  Henry  Ford  says. 
"That  hasn't  changed.  These  pur- 
chases will  relieve  the  Foundation 


of  any  pressure  for  a  public  offer- 
ing in  the  future.  We  just  don't 
think  it  would  be  right  to  make 
another  public  offering  just  to  get 
rid  of  that  stock."  ■ 


Ford  of  Ford 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


$100,000,000 

The  Firestone  Tire  &  Rubber  Company 


7.30%  Sinking  Fund  Debentures  Due  2001 

(Interest  payable  April  15  and  October  15) 


Price  100% 

plus  accrued  interest  from  October  IS,  1971 


Copies  of  the  Prospectus  ore  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  moy  lawfully  offer  these  securities  in  such  State. 


Drexel  Firestone 

INCORPORATED 

Dillon,  Read  &  Co.  Inc.     The  First  Boston  Corporation    Kuhn,  Loeb  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 

Salomon  Brothers  duPont  Glore  Forgan  Halsey,  Stuart  &  Co.  Inc. 

INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes  Loeb,  Rhoades  &  Co. 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co 

Bache  &  Co.      EuroPartners  Securities  Corporation      American  UBS  Corporation      Baer  Securities  Corporation 

INCORPORATED 

Basle  Securities  Corporation  Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  Alex.  Brown  &  Sons 


Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Dean  Witter  &  Co. 

INCORPORATED 


A.  G.  Becker  &  Co. 

INCORPORATED 


Burnham  and  Company  CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

INCORPORATED  INCORPORATED 

Equitable  Securities,  Morton  &  Co.  Robert  Fleming  Hill  Samuel  Securities  Corporation 


INCORPORATED 


INCORPORATED 


E.  F.  Hutton  &  Company  Inc.    W.  E.  Hutton  &  Co.     Kleinwort,  Benson    F.  S.  Moseley  &  Co.    Paribas  Corporation 

INCORPORATED 

R.  W.  Pressprich  &  Co.  Reynolds  Securities  Inc.  L.  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

INCORPORATED  .  INCORPORATED 


F.  S.  Smithers  &  Co.,  Inc. 
Tucker,  Anthony  &  R.  L.  Day 


Swiss  American  Corporation 


G.  H.  Walker  &  Co. 

INCORPORATED 


Spencer  Trask  &  Co. 

INCORPORATED 

Weeden  &  Co. 

INCORPORATED 


October  20. 1971 


Environs  de  Mantes-Maurice  de  Vlaminck  (1876-1958) 


from  The  Forbes  Magazine  Collection 


Is  this  the  year  Forbes  has  a  special  claim  to  be  your  gift  choice? 

Thanks  to  the  price-freeze,  1972  has  more  than  its  share  of  question  marks 
hanging  over  it.  Yet  the  forecasters  are  making  optimistic  noises.  At  times 
like  these,  it  might  be  good  to  have  Forbes  coming  regularly.  In  the  last  few 
issues  Forbes  has  looked  at  companies  in  computers,  railroads,  glass, 
agricultural  machinery,  in-home  sales,  oil... discussed  stock-options,  no- 
load  funds  and  brokers  going  public,  all  in  terms  of  what's  happening  now 
—and  that's  only  a  small  part  of  what  a  year  of  Forbes  can  bring. 

There's  an  added  incentive  to  make  Forbes  your  choice— a  special  gift  rate. 
<he  first  subscription  only  is  charged  at  the  regular  price  of  $9.50  a  year. 
ditlonal  gifts  on  the  list,  including  the  renewal  of  your  own  subscrip- 
on  if  you  wish,  are  $7.50— a  saving  of  $2  on  each  one. 

;ift  announcement  will  be  sent  to  each  recipient,  hand  inscribed  with 
your  name  and  bearing  a  reproduction  of  the  Vlaminck  landscape  you  see 
le  subscription  will  begin  with  the  big  January  1,  Annual  Report 
n  Industry  issue. 

list  either  on  your  own  stationery  or  on  the  adjoining  card. 
Foil.  Dept.  127.1,  60  Fifth  Avenue,  New  York,  N.Y.  10011.  Pan-American 
and  foreign  subscriptions,  please  add  $6  per  year. 


The  Funds 


And  What  Is  the  Price  of  Experience? 


When  Gates  Rubber  Co.  bought 
an  outfit  called  Financial  Programs 
back  in  1964,  it  had  big  plans  for 
the  company.  Programs  then  con- 
sisted of  two  mutual  funds  with 
$300  million  in  total  assets,  a  semi- 
moribund  insurance  company  and 
various  financial  services.  The  new 
owner,  Charles  C.  Gates  Jr.,  re- 
solved to  turn  it  into  a  first-rate 
financial  service  organization. 

To  do  the  job,  Gates  picked 
Thomas  J.  Herbert,  then  58,  a  man- 
aging partner  with  Arthur  Wiesen- 
berger  &  Co.  He  seemed  a  good 
choice:  He  had  been  in  banking, 
had  in  the  Fifties  helped  build 
Hugh  W.  Long,  Inc.  (now  Anchor 
Corp.)  into  a  $900-million  group 
of  mutual  funds  and  had  served  a 
stint  with  Waddell  &  Reed.  Gates 
promised  Herbert  plenty  of  money 
and  manpower  to  accomplish  his 
ambitious  goal.  "We  hope,"  said 
Herbert  in  1967,  "to  manage  over 
SI    billion    of    mutual    fund    assets 


within  five  years,"  by  which  time 
he  also  planned  to  have  over  $1  bil- 
lion of  life  insurance  in  force. 

But  when  Herbert  departed  in 
May  1970,  the  company's  mutual 
funds  (now  numbering  four)  had 
suffered  a  disaster  in  the  long  bear 
market  of  1969-70,  while  its  life 
insurance  in  force  was  less  than 
one-fifth  of  Herbert's  projected  bil- 
lion-dollar goal.  Nor  was  there  any 
consolation  in  profits:  There  had 
been  none  at  all. 

What  had  gone  wrong?  Her- 
bert's successor,  Donald  C.  Camp- 
bell, has  a  blunt  answer:  "Prior 
management  was  'performance- 
minded,'  and  they  sold  that  same 
way.  This  got  us  into  trouble  when 
the  market  took  a  nose  dive.  We 
took  a  fair  beating." 

That  they  did.  Financial  Indus- 
trial Fund,  Programs'  biggest,  had 
a  "churnover"  average  that  was 
considerably  more  than  the  other 
funds   with   a   similar  growth-plus- 


income  objective.  But  FIF's  net  as- 
set value  per  share  nonetheless  de- 
clined 35%  between  1968  and 
1970.  In  fiscal  1970  alone,  FIF 
sold  over  a  quarter-billion-dollars 
worth  of  securities  with  a  loss  of 
$37  million.  The  net  asset  value 
of  Programs'  Industrial  Income 
Fund  skidded  34%  over  the  same 
period.  And  Programs'  two  new 
funds,  Dynamics  Fund  and  Ven- 
ture Fund,  lost  over  40%  and  50% 
of  asset  value  respectively  in  1970. 

What  about  Financial  Programs' 
goal  of  becoming  a  first-rate  finan- 
cial service  company?  "That's  ex- 
actly what  we're  shooting  for," 
Campbell  insists.  Only  this  time, 
the  methods  will  be  different. 
"We're  pushing  the  insurance  com- 
pany hard,"  he  goes  on,  noting  that 
life  insurance  in  force  has  reached 
$270  million.  But  most  important 
is  the  different  attitude  toward  the 
funds.  "It's  a  long-term  invest- 
ment proposition,"  says  Campbell. 
"We've  learned  our  lesson." 

And  one  that  was  costliest  for 
the  shareholders. 


The  Meeting  That  Goes  On  and  On  and 


Jist  recall  the  hapless  Keystone 
Cops  trying  to  catch  a  rogue,  and 
you  get  an  idea  of  what  Keystone 
Custodian  Funds  is  undergoing 
these  class  in  trying  to  get  share- 
holder approval  of  a  26.6%  hike  in 
its  management  lees. 

On  Aug.  13  Keystone,  the  in- 
vestment adviser  and  manager  for 
funds  with  total  assets  of  some 
$1.8  billion,  sent  out  proxies  to  the 
shareholders  of  its  speculative  S-4 
fund  ($700  million  in  assets)  ask- 
ing approval  of  the  proposal, 
which  was  to  be  voted  on  at  a 
special  meeting  on  Sept.  20.  Even- 
tually, all  nine  of  the  Keystone 
funds  must  approve,  but  because 
S-4  had  been  doing  rather  well 
recently— net  asset  value  per  share 
had  risen  more  than  50%  in  the 
previous  12  months— Keystone  must 
have  figured  that  shareholders 
would  be  in  a  grateful,  generous 
mood.  And  save  for  the  Nixon 
speech  two  days  later,  perhaps 
they  might  have  been. 

But  shareholders  questioned  the 
legality  and  morality  of  voting  a 
rate  hike  in  the  midst  of  the  freeze, 
and  NO  proxies  poured  in.  Key- 
stone countered  by  firing  off  letters 


full  of  soothing  assurances  that 
Keystone  had  no  intention  of  break- 
ing any  laws  or  violating  guide- 
lines. It  didn't  work. 

Although  a  quorum  was  present, 
the  Sept.  20  shareholders'  meeting 
was  adjourned  until  Oct.  12  be- 
cause of  a  lack  of  YES  votes. 

In  the  meantime,  Keystone  tried 
even  harder.  Off  went  a  batch  of 
letters.  And  then  another  batch. 
And  another.  And  another.  "I 
hope,"  quipped  one  mutual  fund 
observer,  "that  some  lonely  hearts 
are  shareholders."  But  come  Oct. 
12,  the  meeting,  which  lasted  all  of 
five  minutes,  was  adjourned  to 
Nov.  15.  Grumbled  one  sharehold- 
er, "I  guess  you  can  call  this  thing 
The  Endless  Meeting.'  " 

The  Endless  Meeting  had  its 
origins  eight  years  ago  when  Key- 
stone was  facing  litigation  for  al- 
legedly charging  shareholders  too 
much  for  annual  expenses.  In  set- 
ding  the  suit,  Keystone  not  only 
agreed  to  lower  its  fees  by  an  av- 
erage 12%,  but  it  also  promised, 
incredibly,  neither  to  seek  nor  ac- 
cept any  increase  in  its  rates  prior 
to  June  of  this  year. 

Keystone  accepted  the  prohibi- 


tion because,  like  many  other  in- 
vestment companies,  it  was  influ- 
enced by  the  then-prevailing  as- 
sumption that  the  fund  business 
would  enjoy  a  constant  rate  of  ex- 
pansion both  in  the  form  of  new 
incoming  monies  and  in  rising  com- 
mon stock  prices.  In  short,  an  al- 
most automatically  compounding 
base. 

Stocks  did  go  up,  and  new  mon- 
ey did  come  in.  But  so  did  many 
more  mutual  funds.  Suddenly,  the 
oldline  investment  companies  saw 
the  costs  for  analysts  and  research 
skyrocket,  and  this,  paralleled  by 
the  intense  competition  for  that 
flow  of  new  money,  made  for  high- 
er expenses. 

Keystone,  moreover,  was  a  little 
different  from  the  others  in  that  it 
provided  all  the  administrative  and 
custodial  functions  as  well  as  the 
managerial  advice  to  its  funds.  The 
costs  in  providing  such  functions 
had  also  risen  sharply. 

All  of  this  might  still  have  been 
tolerable  if  the  twin  premises  (new 
money  and  rising  stock  prices)  had 
not  been  shattered  by  the  crash  of 
1969-70.  In  1970,  for  example, 
Keystone  collected  $8.3  million 
from  its  funds  for  expenses,  up 
62%  from  1963.  But  net  income 
before  income  taxes  was  $3.1  mil- 
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This  announcement  Is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


575,000  Shares 

Shaw  Industries,  Inc. 

Common  Stock 


Price  $20.50  per  Share 


Copies  of  the  Prospectus  are  obtainable  in  uny  Stale  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Blyth  &  Co.,  Inc. 


duPont  Glore  Forgan 


INCORPORATED 


Drexel  Firestone 

INCORPORATED 

Eastman  Dillon,  Union  Securities  &  Co. 

INCORPORATED 

Goldman,  Sachs  &  Co.  Kidder,  Peabody  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED  INCORPORATED 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation  Bache  &  Co. 

INCORPORATED  INCORPORATED 

Bear,  Stearns  &  Co.       A.  G.  Becker  &  Co.       Alex.  Brown  &  Sons       Burnham  and  Company 

INCORPORATED 

CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

INCORPORATED  INCORPORATED 

Equitable  Securities,  Morton  &  Co.        E.  F.  Hutton  &  Company  Inc.         VV.  E.  Hutton  &  Co. 

INCORPORATED 

F.  S.  Moseley  &  Co.  R.  W.  Pressprich  &  Co.  Reynolds  Securities  Inc. 

INCORPORATED 

Shearson,  Hammill  &  Co.     Shields  &  Company     F.  S.  Smi  t  hers  &  Co.,  Inc.     G.  H.  Walker  &  Co. 

INCORPORATED 

October  18, 1971 


INCORPORATED 


INCORPORATED 


nvssm 

RaReynokte  Industries,  ha 

Common  Stock  Dividend 

A  quarterly  dividend  of  60$  per  share  has  been  declared  on 
the  Common  Stock  of  the  Company,  payable  December  6, 
1971  to  stockholders  of  record  at  the  close  of  business 
November  10, 1971. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  October  21,  197t 

Seventy-One  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Product* 
Food  Products 
Fruit  Juice  Beverages 
Aluminum  Products 


Packaging  Materials 
Containerized  Freight  Transportation 
International  Petroleum 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  nuifo' 


.quire.' 


Coast-to- 

Coast  In  many 

ol  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS  ^^^^^F-ll 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 


Sharing 
Caring 


The  Funds 


lion,  slightly  down  from  the  1963 
figure  of  $3.2  million. 

So  it  was  understandable  that 
last  June  Keystone  would  be  tempt- 
ed^ to  hike  its  fees.  But  the  SEC 
as  usual  took  its  time  in  clearing 
the  proxy  statement,  and  when 
clearance  came,  Keystone  had  pre- 
cious little  time  to  collect  proxies 
before  the  Sept.  20  meeting.  And 
sending  those  proxies  on  the  eve 
of  the  freeze  was  hapless  bad  luck. 

Will  the  Endless  Meeting  end 
Nov.  15? 

Many  management  companies 
hope  so,  and  they  are  not  idle  on- 
lookers. Facing  their  own  rising 
costs  and  an  unprecedented  re- 
demption problem,  they  too  might 
like  to  raise  fees.  Says  Arthur  Lip- 
per  of  Arthur  Lipper  Corp.,  "We 
would  guess  that  probably  as  many 
as  80%  of  the  individual  manage- 
ment companies  operate  at  a  break- 
even point  or  at  a  loss"— though 
most  of  these  manage  funds  under 
$200  million. 

But  the  unintended  Keystone  ca- 
per is  hardly  setting  the  serious, 
sober  precedent  that  these  compa- 
nies sorely  need. 


Peddling  Social 
Responsibility 


"A  sales  gimmick,"  snorts  Orville 
Weiszhaar.  "That's  all  that  most  of 
them  are." 

Weiszhaar  is  referring  to  the 
newest  fad  in  the  fashion-like  busi- 
ness of  mutual  funds:  the  "social 
responsibility"  fund.  In  recent 
months  a  number  have  made  their 
public  debut  or  are  in  registration 
with  the  SEC  (Forbes,  July  1), 
funds  like  Pax  World  ("a  channel 
for  socially  conscious  investors"), 
Dreyfus  Third  Century  (to  in- 
vest in  "companies  which  exhibit 
ecological  leadership" ) ,  Vantage 
10/90  ("social  awareness")  and 
First  Spectrum  ("committed  to  the 
theme  of  'corporate  responsibili- 
ty"'). But  they  leave  Weiszhaar 
unimpressed:  "In  the  end,  they'll 
make    no    perceptible    difference." 

And  who  is  Orville  Weiszhaar? 
Some  standpatter  who  thought  the 
recent  Investment  Company  Insti- 
tute report  on  corporate  responsi- 
bility was  pinko  nonsense?  Not  at 
all.  True,  Weiszhaar  had  spent 
eight  years  with  millionaire  entre- 
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preneur  Jeno  Paulucci.  most  re- 
cently  as  executive  vice  president 
of  the  small,  successful  California- 
based  First  Sierra  Fund  (Forbes, 
.Vol.  15,  1970).  But  Weiszhaar  has 
spent  a  large  part  of  his  time  work- 
ii._  in  a  West  Coast  self-help  orga- 
nization and  this  summer  headed 
back  to  his  native  Minnesota  to 
study  social  psychology  at  the  uni- 
versity, feeling  that  more  basic  re- 
search was  nee'ded  tor  a  successful 
attack  on  today's  social  problems. 
Weiszhaar's  put-down  of  the 
"social  conscience  funds"  comes 
from  his  doubts  about  their  effec- 
tiveness. "It  you  got  ever)  fund  in 
the  country  to  say  that  they  would 
invest  onl)   in  'social!)   responsible* 

stocks."    lie    says,    "you    would    still 

have  the  problem  of  defining  just 
what  'socially  responsible'  is. 

"In  fact,"  Weiszhaai  noes  on,  "I 
don't  think  there  are  five  stocks  in 
the  country  that  you  couldn't  make 
a  strong  justification  tor  l>u\  11114 
under  one  of  the  facets  of  social 
responsibilit\ .'  "  What  about  Gen- 
eral Motors?  "Sine.  CM  has  got 
this  safety  device  for  not  letting 
people  drive  home  when  they're 
drunk.  You  could  say  that  GM  is 
really  doing  something  tor  the  peo- 
ple, probably  saving  countless  lives. 
Of  course,  you  discard  the  fact 
that  they're  putting  out  millions  of 
cars  that  pollute." 

On  the  other  side,  a  fund  that 
carried  "social  responsibility"  to  an 
extreme  couldn't  even  invest  in  gov- 
ernment bonds  (the  Government 
supports  the  Vietnam  war).  About 
the  only  thing  such  a  fund  could 
do  with  its  money,  says  Weiszhaai , 
"is  to  bury  it  in  a  graveyard. 

"The  thing  people  forget,"  he 
says,  "is  the  interaction.  Take  pol- 
lution. You  say,  'X  Steel  Co.,  you're 
a  polluter.  We're  gonna  shut  you 
down.'  You  shut  him  down,  and 
you've  got  people  unemployed, 
many  of  them  probably  from  mi- 
norities; you've  got  welfare  costs 
going  up,  a  whole  myriad  of  things. 
Is  this  being  socially  responsible?" 

In  the  long  run,  Weiszhaar 
thinks  most  of  the  social-responsi- 
bility funds  will  go  the  way  of  spe- 
cialty funds  in  years  past  when 
they  realized  they  were  going  to 
have  lean  pickings  in  their  special- 
ty: "They  made  the  definition  wid- 
er and  wider.  Because  you  have 
one  overriding  factor:  The  fund 
manager  wants  to  make  a  buck  for 
the  fund  so  he'll  look  good."  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


$75,000,000 


FMC  CORPORATION 

7V2%  Sinking  Fund  Debentures 

due  October  1,  2001 


Price  100% 

Plus  accrued  interest  from  October  1,  1971 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under- 
signed, as  may  lawfully  offer  the  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 


Blyth  &  Co.,  Inc. 
Clark,  Dodge  &  Co. 

Incorporated 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 


Lehman  Brothers 

Incorporated 

The  First  Boston  Corporation 


Drexel  Firestone         duPont  Glore  Forgan 

Incorporated  Incorporated 


Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 


Bache  &  Co. 

Incorporated 
October  21,  1971. 


Salomon  Brothers 
Stone  &  Webster  Securities  Corporation 
White,  Weld  &  Co. 

Paribas  Corporation 


Dean  Witter  &  Co. 

Incorporated 
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The  NextTenlfears: 

A  decade  of 

intensified 

competition 


Competition  is  more  than  rivalry  in  the  marketplace.  Competi- 
tion creates  the  basic  energy  that  powers  free  enterprise.  It 
prompts  a  firm  to  give  clients  better  service. 

This  is  especially  true  in  the  world  of  Salomon  Brothers  — the 
•world  of  raising  capital  for  corporations  and  governments  at  all 
levels,  and  making  markets  for  institutions.  Better  service  at  the 
best  possible  price  for  the  investor  will  continue  to  be  our  com- 
petitive stance  in  the  '70s. 

Competition,  then,  will  mean  Salomon  Brothers'  continued 
willingness  to  accept  our  clients'  problems  and  challenges  as  our 
own.  It  will  mean  being  ready  to  take  positions  to  the  full  extent 
of  our  resources  in  virtually  every  short-  or  long-term  security 
for  (he  institutional  investor,  in  every  market  climate. 

Competition  in  the  '70s  will  also  mean  flexibility  and  diversity 
of  service  in  transactions  of  any  type  — large  or  small  — in  stocks, 
bonds  or  corporate  finance.  While  our  institutional  investment 
services  involve  us  with  hundred-thousand,  and  million-share 
blocks,  these  "headline  trades"  demonstrate  only  one  aspect  of* 
Salomon  Brothers'  capabilities.  On  any  given  day,  smaller  trans- 
actions of  less  than  10, 000  shares  may  constitute  as  much  as  96% 
of  our  total  daily  stock  trades. 

While  our  bond  activities  have  involved  single  trades  of"  over 
$100  million,  a  substantial  number  of  our  daily  bond  trades  fre- 
quently cover  transactions  of  less  than  $100,000. 

The  same  holds  true  in  raising  capital.  Whether  we  are  han- 
dling a  $5  million,  $">()  million  or  $500  million  financing,  each 
receives  our  scrupulous  attention  and  total  investment  banking 
sen  ice. 

In  the  decade  ahead,  when  we  expect  competition  to  be  keener 
than  ever,  Salomon  Brothers  believes  comprehensive  service  at  the 
\/  net  cost  is  going  to  be  the  key  to  achieving  your  investing 
or  financing  objectives  — and  ours. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 


Members  V  .*  York  Stock  Exchange,  Inc.  Offices   New  York,  Atlanta,  Boston, 
Chicago,  (  leveland,  Dallas,  Los  Angeles,  Philadelphia,  St.  Louis,  San  Francisco 


The  Forbes  Index 


preliminary 


AUG 126.4 

SEPT. 125.4 

OCT 122.0 

NOV.  119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.5 

JUNE 136.4 

JULY  137.3 

AUG 137.4 

SEPT.  (Prel.)  136.0 


Composed  of  the  (ollowing: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Viewed  From  Abroad  (II) 


While  American  investors  rarely  buy 
foreign  securities— their  first  large- 
scale  experience  with  buying  Euro- 
pean stocks  in  the  early  Sixties  ended 
in  disaster— the  scope  of  European  in- 
jvestors  is  worldwide,  particularly  in 
[the  U.S.  They  have  had  a  sizable 
stake  and  a  keen  interest  in  the  Amer- 
ican stock  market  for  many  yens 
They  like  its  superior  liquidity,  its 
tremendous  variety  of  choice,  and 
also  its  volatility  which  enhances  its 
speculative  Bavor.  Because  of  the  fact 
that  foreign  and  American  market  cy- 
icles  do  not  always  coincide,  action- 
and  performance-seeking  investors 
have  frequently  shifted  investment 
emphasis  from  one  side  of  the  Atlan- 
tic to  the  other.  While  our  market 
went  through  the  1969-70  bear  stage, 
European  investors  had  fun  and  prof- 
its in  Japan,  for  instance. 

An  important  factor  has  always 
been  the  relative  security  that  Ameri- 
ca offered  to  people  who  had  suf- 
fered the  devastations  of  world  wars 
and  calamitous  inflations.  By  compari- 
son, the  dollar  seemed  unassailable. 
It  was  the  world's  standard  of  value 
and  its  solidity  was  beyond  question. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


This  situation  began  to  change  some 
years  ago  as  a  result  of  vast  expendi- 
tures by  the  U.S.  for  economic  and 
military  aid,  huge  private  corporate 
investments  overseas,  large  tourist  ex- 
penditures abroad  and  virtually  un- 
restricted imports  into  the  U.S. 

After  *a  number  of  bear  raids 
against  the  dollar,  it  finally  suc- 
cumbed this  year  and  was  "deval- 
ued" in  relation  to  other  major  cur- 
rencies. This  meant,  of  course,  that 
foreigners  who  held  dollars  or  dollar 
securities  suffered  a  loss  of  as  much 
as  10?—  so  far.  For  a  German  or  a 
Swiss  holder  of  U.S.  stocks,  the  re- 
valuation of  their  currencies  was 
equivalent  to  a  90-point  drop  in  the 
Dow  Jones  stock  average.  All  right, 
the  damage  is  done,  but  can  they  be 
sure  that  this  was  all?  Europeans  fear 
that  the  U.S.  will  press  for  an  even 
greater  revaluation— perhaps  12%  to 
15%  for  the  mark  and  the  franc  and 
as  much  as  20%  for  the  yen— before 
removing  the  10%  import  tax  and  oth- 
er discriminatory  measures. 

•  The  risk  of  investing  in  the  stock 
market  is  great  enough  as  it  is.  Add- 
ing the  risk  of  exchange  rate  losses 
discourages  the  investment  of  new 
money  in  America.  It  is  quite  evident 


that  foreign  investors  have  not  been 
net  buyers  of  American  stocks  in  re- 
cent months,  even  though  they  were, 
it  seemed  to  me,  relatively  more  op- 
timistic (or,  perhaps,  less  pessimistic) 
on  the  outlook  for  our  market  than 
their  own.  Nevertheless,  until  ex- 
change parities  are  fixed  once  again 
or  have  stabilized  within  fairly  nar- 
row limits,  it  would  not  be  realistic 
to  expect  a  substantial  flow  of  for- 
eign money  into  our  market. 

Over  the  long  run,  of  course,  the 
fundamental  merits  of  investing  in 
America  will  prevail.  As  a  Swiss  bank- 
er put  it,  "It  is  really  absurd  that  the 
dollar  should  have  faltered.  U.S.  in- 
vestments abroad  probably  are  well 
over  $150  billion.  Yet  you  could  not 
meet  some  $30  billion  in  short-term 
claims.  It  is  inevitable  that  the  dollar 
will  again  become  the  world's  hard- 
est currency.  It  won't  take  very  long, 
perhaps  four  or  five  years."  I  couldn't 
agree  more. 

Crowing  Sophistication 

European  investors  have  the  repu- 
tation of  being  especially  astute.  Un- 
til quite  recently  I  could  not  see 
much  evidence  of  that.  Neither  their 
timing  nor  their  selections  seemed  to 
be  above  average.  In  picking  Ameri- 
can stocks,  they  were  either  some- 
what stodgy  or  wildly  speculative. 
They  liked  the  big-name  corporations, 
especially  those  listed  on  a  European 
stock  exchange,  often  being  unaware 
that  the  growth  of  these  companies 
was  slowing  down  or  that  their  qual- 
ity was  deteriorating.  The  bankruptcy 
of  the  Penn  Central  came  as  a  sur- 
prise  and   a   severe   blow.   After   all, 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS   IS  OUR  46th  YEAR 

Jl-bu.  Grapefruit  $  7.50 

Carton  of  12  Grapefruit $  5.70 

Full  bu.  Grapefruit $10.90 

Carton  of  6  Grapefruit $  3.95 

M-bu.  G.F.  &  Oranges $  7.60 

Full  bu.  G.F.  &  Oranges $10.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

%-bu.  $8.50 Full  bu.  $12.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Send    your    gift    list 
now    and    pay    our    invoice    in    January. 


Other  citrus   packs  and   also  pecans,   rare  honeys. 

fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  Illustrated  folder. 

PITTMAN   &   DAVIS,   INC. 

199  Eye  St.,  HARLINGEN.  TEXAS  78550 

Established  1926 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

mutual  fund 
! 


Investment  adviser 

William  Blair  &  Company 
For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


I     Growth  Industry  Shares,  Inc.  Rm.  2903 
13S  S.  LaSalle  St.,  Chicago,  IL  60603 


City_ 


-Zip. 


I 
I 
I 


in 

qour  mail 


Include 

Jjrcot  hum  lias 

m  ALL  ADDMSSIS 


hadn't  the  Pennsylvania  been  paying 
dividends  for  over  120  years? 

While  European  investors  were  be- 
ing unduly  conservative  and  lacked 
imagination  in  their  choice  of  in- 
vestments, their  taste  in  speculative  se- 
curities was  as  indiscriminate  as  that 
of  our  own  go-go  funds.  They  seemed 
to  fall  for  every  stock  promotion  that 
was  being  peddled  in  Europe,  includ- 
ing "letter  stock."  However,  while 
most  of  us  take  our  losses  fairly 
promptly,  for  tax  reasons,  foreign  in- 
vestors are  more  reluctant  to  face  the 
facts  and  sell;  they  compounded  the 
initial  mistakes.  One  still  finds  some  of 
the  fallen  favorites  of  the  Fifties  and 
Sixties  in  foreign  accounts,  some 
worthless  now  and  others  selling  at  a 
small  fraction  of  their  original  cost. 

Lately,  however,  I  have  noted  a 
growing  sophistication  in  Europe,  re- 
sulting in  performance  which  matches 
that  of  the  very  best  money  managers 
over  here.  For  instance,  one  fund, 
whose  investments  are  worldwide,  at 
a  recent  date  had  48%  of  its  assets 
in  American  stocks.  Of  the  30  U.S. 
stocks  in  the  portfolio,  not  fewer 
than  24  had  reached  new  all-time 
highs  this  year.  This  shows  an  excep- 
tional ability  at  picking  winners. 

What  impressed  me  most  was  the 
courage  of  the  portfolio  manager  to 
buy  stocks  selling  at  very  high  multi- 
ples, being  willing  to  pay  stiff  premi- 
um prices  for  the  combination  of 
quality  and  growth.  The  list  includes 
a  number  of  the  "conventional" 
growth  stocks,  like  American  Express, 
Johnson  &  Johnson,  Kresge,  Philip 
Morris  and  Xerox,  that  one  also  finds 
in  any  well-run  American  mutual 
fund.  But  these  people  also  bought 
many  of  the  lesser-known  stocks 
whose  performance  has  been  out- 
standing, such  as  Coca-Cola  Bottling 
of  N.Y.,  Knight  Newspapers,  Lubri- 
zol,  Simplicity  Patterns  and  Tampax. 
If  sophistication  of  this  sort  becomes 
more  prevalent,  the  impact  on  our 
market  of  foreign  buying,  when  it 
resumes,  will  be  considerable. 

Nixon's  Game  Plan  2 

It  goes  without  saying  that  Nixon's 
Aug.  15  pronouncements  were  the 
prime  topic  of  conversation  in  Eu- 
rope. I  commented  on  the  reaction  to 
our  monetary  and  protectionist  mea- 
sures in  my  previous  column.  I  would 
like  to  add  some  of  the  views  ex- 
pressed on  our  domestic  program. 
The  effectiveness  of  the  wage  and 
price  freeze  as  a  cure  for  inflation 
was  doubted,  with  comments  ranging 
from  skepticism  to  cynicism.  They  do 
not  believe  that  in  a  country  as  big 
and  unwieldly  as  ours  labor  as  well  as 
business  will  submit  to  restraints  which 
require  more  or  less  voluntary  com- 


pliance. They  were  quite  pessimistic 
in  that  respect. 

This  appraisal  of  the  Nixon  pro- 
gram now  has  become  prevalent  in 
this  country,  too.  The  early  enthusi- 
asm, which  led  to  a  110-point  rally  in 
the  Dow  Jones  average  this  summer, 
has  given  way  to  dark  forebodings 
that  serious  trouble  lies  ahead.  Wall 
Street's  recent  performance  reflects 
the  fear  that  profits  will  suffer  when 
labor  costs  are  permitted  to  rise  while 
prices  remain  largely  frozen. 

I  don't  quite  agree.  Perhaps  I  am 
too  optimistic,  if  not  naive,  in  my  be- 
lief that  the  vast  majority  of  people, 
including  particularly  nonunion  labor, 
desperately  want  Phase  2  to  succeed. 
The  consequences  of  failure  are  grue- 
some. Events  of  the  next  few  weeks 
will  give  an  inkling  as  to  the  likely 
outcome,  and  very  soon  we  will  prob- 
ably also  be  able  to  see  whether  con- 
sumers not  only  have  the  money  but 
also  the  confidence  to  spend  liberally 
during  the  Christmas  season. 

Turning  fo  Bonds 

Stocks  have  declined  precipitously 
and  are  currently  at  the  lowest  level 
of  the  year.  The  sell-off  was  emotion- 
al rather  than  rational.  I  think  it  has 
been  overdone.  Investors,  it  seems, 
have  become  completely  disenchant- 
ed with  common  stocks.  On  balance, 
looking  at  the  averages,  no  one  has 
made  any  money  in  the  market  for  the 
last  seven  years  or  so.  (The  DJI  first 
reached  the  present  level  as  far  back 
as  1964!)  Many  people  would  have 
fared  better,  often  much  better,  just 
keeping  their  money  in  a  savings  bank. 

It  is  not  surprising,  therefore,  that 
the  individual  investor  has  been  a 
seller  of  stocks  on  balance  and  that 
mutual  funds  with  a  mediocre  per- 
formance record  are  experiencing 
large-scale  redemptions.  A  7.5%  yield 
on  a  triple-A  bond  doesn't  look  like 
much  to  a  speculator  who  expects  to 
double  his  money  in  no  time,  but  to  a 
chastised  investor  the  security  and 
high  income  of  a  bond  are  comfort- 
ing thoughts.  Many  brokers  who  do 
business  with  individual  investors  are 
reporting  an  unprecedented  volume 
of  retail  sales  of  bonds  to  small  inves- 
tors. Until  recently  most  corporations 
didn't  bother  even  to  list  their  bonds 
on  the  NYSE.  Now,  many  of  them  do. 
What  will  inveigle  the  individual  in- 
vestor to  come  back  to  the  stock  mar- 
ket? If  anything,  it  will  be  the  expec- 
tation of  profit,  but  by  the  time  this 
looks  like  a  reasonable  prospect,  the 
pros  will  have  run  away  with  the  mar- 
ket and  prices  will  be  discounting  the 
hoped-for  improvement.   ■ 


Mr.  Hooper  is  traveling  on  business. 
His  column  will  be  in  the  next  issue. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  End  Of  A  Phase 


\s  Forbes  goes  to  press,  the  financial 
community  is  filled  with  gloom  and 
aropheeies  of  doom.  For  my  own 
part,  however,  it  seems  to  me  that 
:here  is  more  risk  in  being  afraid 
ibout  the  coming  stock  price  trend 
than  there  is  in  being  indifferent 
about  the  fact  that  today's  tears  do 
not  lend  themselves  to  an  easy  solu- 
tion. True,  the  bloodless  verdict  of 
the  marketplace  in  the  past  month 
seemingly  questions  the  standard  fore- 
t  a  higher  rate  of  earnings  im- 
pro\ement  in  1972  than  in  1971— a 
forecast  with  which  I  agree.  But  I 
nevertheless  believe  there  is  a  risk 
jf  misinterpreting  an  uncomfortable 
pause  for  refreshment  as  a  simi  of  a 
major  change  in  the  direction  of  the 
stock  market. 

For  example,  granted  that  the  na- 
tion is  in  the  dark  about  the  policies 
that  will  lx'  pursued  in  Phase  2  of 
m  \dministration's  economic  pro- 
gram. I  think  it  unrealistic  to  fear  that 
profits  as  such  will  be  penalized  when 
profits  improvement  is  the  end  ob- 
jectne  of  the  whole  program.  Simi- 
larly, it  seems  a  little  too  easy  to  say 
that  the  program  won't  work  merely 
bcause  comparable  experiments  have 
failed  outside  this  country.  True,  an\- 
■mg  which  interferes  with  the  natur- 
al forces  of  supply  and  demand  ur- 
ates uncertainties;  and  uncertainties 
■bout  wages  and  prices  mean  uncer- 
tainties about  profits  as  well.  Even  so, 
it  seems  to  me  that  it  is  still  premature 
to  write  off  the  program  as  being 
unsuccessful. 

Inherent  Strengths 

Furthermore,  if  the  Administra- 
tion's program  surprises  the  skeptics, 
it  could  loosen  the  surplus  buying 
in  consumer  hands  and  add  impetus 
to  the  economic  recovery.  The  busi- 
ness trend  will  be  right  if  psychology 
is  right,  for  consumer  spending  ac- 
counts for  over  60£  of  our  gross  na- 
tional product. 

True,  all  this  doesn't  answer  the 
fear  that  a  major  economic  downturn 
has  started  in  other  parts  of  the  world 
which  "rubs  off'  on  us— the  threat  of 
competitive  currency  devaluation 
which  leads  to  a  breakdown  in  the 
international  monetary  system.   But  I 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


frankly  see  little  reason  to  believe  that 
the  economic  history  of  the  Thirties 
will  repeat  itself. 

For  one  thing,  the  Free  World  is  to- 
day a  much  more  sophisticated  place 
than  it  was  40  years  ago.  Secondly, 
fear  of  the  impact  of  a  European  re- 
cession overlooks  our  own  inherent 
strengths,  plus  the  fact  that  the  En- 
glish economy  has  turned  up  (a  point 
recognized  by  their  market  if  not 
ours).  Thirdly,  granted  that  the  Ital- 
ian economy  is  suffering,  that  the 
German  economy  has  also  turned 
downward,  the  fact  nonetheless  re- 
mains that  well-placed  European  econ- 
omists are  not  as  pessimistic  as  our 
newspaper  headlines  would  lead  us 
to  belii 

Competitively  Strong 

I  in  my  own  part,  therefore,  I'm  in- 
clined to  stress  the  point  that  the 
worldwide  economic  situation  points 
up  the  relative  attraction  of  the  Amer- 
ican and  English  stock  markets.  The 
competition  for  the  worldwide  securi- 
ties dollar  from  the  hooming  German 
and  Japanese  stock  markets  that  was 
witnessed  m  past  years  now  is  a  thing 
of    tin     past.   While   the  dollar  amount 

d   European  stock  purchases  is  gen- 

eralU  relatively  small,  the  facts  re- 
main that:  1)  European  slock  pur- 
chases have  been  nil  thus  far  in  1971; 
2)  therfc  is  a  huge  amount  of  interna- 
tional equity  money  which  can  flow 
into  our  markets. 

Apropos  the  foregoing,  I  have  just 
returned  from  a  European  business 
trip  and  found  only  one  or  two  peo- 
ple who  took  issue  with  my  premise 
that  the  American  and  English  stock 
markets  are  the  most  attractive  in 
the  world  today.  While  there  were, 
of  course,  various  shadings  of  opinion 
(and  a  few  well-placed  observers 
thought  that  our  market  was  more  in- 
teresting than  the  English  market),  it 
was  also  interesting  to  find  an  eager- 
ness for  issue  ideas  in  other  than 
traditional  growth  stocks.  All  of  which 
suggests  that  there  is  an  important 
potential  demand  for  stocks,  some  of 
which  has  already  gone  to  work.  In 
short,  granted  that  the  visibility  is 
low,  that  the  problems  cannot  be  re- 
solved overnight,  the  psychological 
signs  are  more  indicative  of  the  end, 
than  beginning,  of  a  new  phase.   ■ 


Some  men  make 
more  money  in 
the  stock  market 
than  they  do  on 
their  job. 

What's  their  secret? 


No  secret.  Successful  investors  usually 
are  educated  and  know  what  they're  do- 
ing. Consequently,  they  do  it  better.  The 
Stock  Market  Institute  is  a  school  dedi- 
cated to  the  proposition  that  an  educated 
person  can  outperform  a  non-educated 
person  in  a  common  field  of  competition. 
We're  not  suggesting  that  you  quit  your 
job.  We  are  suggesting  you  become  as 
knowledgeable  in  the  market  as  you  are 
in  your  job.  The  Stock  Market  Institute 
teaches  a  planned,  systematic  and  very 
cautious  approach  to  trading  stocks  on 
the  great  regulated  securities  exchanges. 
Look  at  it  this  way :  our  students  are  a 
tiny  minority  of  all  the  people  who  trade 
stock.  This  is  probably  their  greatest  ad- 
vantage. Think  about  it!  Then  fill  out 
our  coupon. 

>2f  k^ilir  .".T.  ICK   MARKET   INSTITUTeInc" 

E(£mH    808  Busse  Highway.  Dept.   F-261 

Chicago  (Park  Ridge),  Illinois  60068  I 
(312)  825-5511 

I  Gentlemen:  Please  send  me  a  prospectus  on  the  I 

I  Stock  Market  Institute  program. 

|  NAME | 


ADDRESS 


I 
I 

JCITY 

I  STATE 


I 


ZIP 


'-^•/J 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"and  how 
it  may  help  you  now,  simply  write  Dept.   Q- 1 3 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  o»i8x 

Investment  Management   .   Incorporated  1936 
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own  shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for*200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add— if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 
which  describes  the 
►ntact  a 
\ 
*ive  of 
erprises 


Allsta 
office. 


/instate 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Phase  2  Nightmare 


In  mid-September,  shortly  after  the 
Dow  had  climbed  to  920,  this  column 
made  these  observations  about  the 
New  Economic  Policy  proclaimed  by 
President  Nixon  on  Aug.  15:  "[It]  ap- 
pears sure  to  arouse  plenty  of  opposi- 
tion, and  the  resulting  modifications, 
along  with  their  investment  implica- 
tions, look  quite  obscure.  .  .  .  Thus 
there  is  apt  to  be  a  new  crop  of  uncer- 
tainties not  likely  to  be  resolved  in  a 
hurry.  On  the  whole,  the  new  game 
plan  should  be  good  for  common 
stocks  generally,  but  I  doubt  that  any- 
one can  yet  tell  just  how  good." 

By  late  October,  it  was  all  too  evi- 
dent that  these  uncertainties  did  much 
more  damage  to  investor  morale  than 
I  had  anticipated.  The  resulting  drop 
in  the  average  stock  price  level  ruined 
the  profile  of  a  potential  (inverted) 
head-and-shoulders  base  which  we 
had  watched  unfold  in  the  Dow  since 
June  and  which  seemed  to  be  moving 
toward  successful  completion  (by  way 
of  rising  prices)  when  demoralization 
struck.  Does  this  mean  we  must  now 
contemplate,  as  many  people  both  on 
and  off  The  Street  seem  to  think,  the 
prospect  of  a  primary  bear  market? 
In  my  opinion,  the  answer  to  this 
question  should  be  "no." 

Of  course,  there  is  no  way  of  being 
sure  that  demoralization  will  not  per- 
sist or  recur.  But  I  think  one  could 
reasonably  assume  that  this  latest  con- 
fidence crisis  should  subside  well  short 
of  extending  into  a  full-fledged  bear 
market  in  common  stock  prices,  be- 
cause 1 )  the  trend  of  money  and  cred- 
it availability  almost  certainly  will  be 
favorable,  and  thus  also  the  trend  of 
interest  rates,  and  2)  the  trend  of  the 
economy  and  of  corporate  after-tax 
earnings  during  the  next  several  quar- 
ters seems  far  more  likely  to  be  up 
rather  than  down. 

In  the  atmosphere  prevailing  last 
month  when  the  Dow  fell  back  to  its 
early  August  intermediate-trend  low 
near  840,  these  two  factors  obvious- 
ly were  not  sufficiently  convincing  to 
make  investors  think  of  strongly  ris- 
ing prices;  but  as  expectations,  both 
factors  seemed  tangible  and  realistic 
enough,  even  then,  to  suggest  that  the 
setting  was  wrong  for  a  primary 
downtrend,  that  potential  stock  sellers 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 
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were  looking  in  the  wrong  direction. 

This  impression  was  fortified  by  the 
quality  of  the  popular  specifics  in- 
vestors were  citing  to  rationalize  their 
growing  pessimism.  The  question  most 
frequently  put  to  me— and  the  fre- 
quency became  all  but  exasperating— 
was:  "Where  will  the  money  come 
from  to  turn  the  market  up?"  The 
query  was  prompted  by  recent,  wide- 
ly publicized  discussions  of  reduced 
buying-power  among  institutional  in- 
vestors at  a  time  of  heavy  net  stock 
sales  by  individual  investors  and  of 
record  net  new  stock  issues  by  corpo- 
rations seeking  fresh  equity  capital. 
For  reasons  outlined  in  Forbes  for 
Oct.  15  and  Nov.  1,  I  question  that 
these  supply-demand  factors  are 
sound  premises  for  a  bear-market  the- 
sis. Indeed,  the  fact  is  that  it  always 
takes  surprisingly  little  money  to  ef- 
fect a  turnaround  in  stock  prices,  that 
is,  to  turn  from  down  to  up. 

For  example,  in  the  week  ending 
May  29,  1970,  which  saw  the  end  of 
a  long  bear  market  and  the  Dow  scor- 
ing the  first  40-point  gain  of  a  subse- 
quent big  advance,  net  stock  purchas- 
es by  round-lot  brokerage-firm  clients 
on  the  New  York  Stock  Exchange  to- 
taled no  more  than  about  900,000 
shares,  an  investment  of  probably 
some  $35  million.  In  the  week  through 
Aug.  20,  1971,  when  stock  prices  ex- 
ploded in  the  first  response  to  Mr. 
Nixon's  New  Economic  Policy  broad- 
cast and  over  100  million  shares 
changed  hands,  round-lot  investors  on 
the  Big  Board  made  total  net  purchas- 
es of  approximately  only  1.7  million 
shares  at  a  cost  of  perhaps  no  more 
than  $70  million. 

Money  for  the  Market 

Need  I  emphasize  that  this  is  pea- 
nuts? One  or  two  of  the  major  pension 
funds  could  supply  such  amounts 
without  thinking  twice:  The  pension 
funds'  total  annual  net  new  cash  in- 
flow is  counted  in  the  multibillions. 
Margin-account  traders  could  do  it: 
Their  aggregate  unused  buying  power 
runs  to  about  $6  billion.  Cash-paying 
investors  could  do  it:  At  savings-and- 
loan  associations  alone,  deposits  in- 
creased by  $22  billion  during  the 
first  nine  months  of  the  year.  In  short, 
the  wherewithal  for  reversing  a  stock 
market     slide     is     always     available; 
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it  simply  never  poses  a  problem  at  all. 
That  it  should  loom  in  the  minds  of 
apparently  countless  investors  as  a  ma- 
jor problem,  even  as  a  primary  motive 
for  radical  pessimism,  struck  me  as  ut- 
terly symptomatic  of  an  unreasoning 
and  uncritical  bear  syndrome.  The 
facts  are,  after  all,  easy  enough  to  dig 
out  of  the  official  stock  transactions 
data  (released  by  the  SEC).  Of 
course,  on  the  same  facts  popular  con- 
cern about  diminished  institutional 
buying  power  seems  vastly  exaggerat- 
ed. Another  symptom:  September's 
net  redemptions  of  mutual  fund  shares 
totaled  an  unprecedented  $166  mil- 
lion—a statistic  on  all  lips.  But  almost 
nobody  cited  the  fact  that  the  funds 
sold,  net,  only  $24  million  worth  of 
portfolio  stockholdings  in  September, 
or  the  fact  that  the  funds  were  net 
sellers  of  more  stock  on  past  occasions 
without  leading  to  a  collapse  in  the 
stock  market. 

An  Investor  Nightmare 

If  investors  could  thus  be  worried 
to  near-distraction  over  problems  of 
little  or  no  demonstrable  substance, 
other  widely  accepted  premises  for 
pessimism  could,  I  thought,  be  justly 
regarded  with  acute  skepticism.  At  a 
minimum,  some  of  these  premises 
seemed  mutually  contradictory.  For 
example,  many  feared  that  Phase  2 
would  fail  to  diminish  the  rate  of  in- 
flation: some  because  the  business 
stimulants  it  incorporates  would  over- 
expand  a  recovery  already  well  under- 
way, others  because  they  thought  the 
program  was  too  "gradualist"  and  not 
tough  enough.  Still  others  were  sure 
the  stimulants  would  fail  to  revive  a 
flagging  economic  recovery  and  that 
therefore  earnings  were  unlikely  to 
rise  and  that,  in  any  case,  earnings 
would  be  squeezed  by  wages  rising 
taster  than  prices. 

These  and  other  bearish  rationali- 
zations resolutely  seemed  to  ignore 
plain  facts,  such  as  that  the  rate  of 
inflation  has  been  diminishing  in  some 
of  the  major  indices.  The  comprehen- 
sive GNP  deflator  was  down  to  3.3% 
for  the  quarter  ending  last  September 
from  a  6%  peak  rate  in  1970.  The 
year-to-year  rise  in  the  consumer  price 
index  (computed  with  some  long 
lags)  had  slackened  to  4.5%  from  6% 
last  year.  Productivity  was  increasing, 
and  profit  margins  were  recovering, 
while  money  costs  were  coming  down 
hard.  Under  such  conditions,  it  seemed 
to  me,  Phase  2  need  not  be  the  worst 
of  all  worlds  for  business,  nor  for  the 
stock  market  either.  In  other  words,  in- 
vestors may  have  had  a  nightmare, 
unwarranted  both  technically  and 
fundamentally;  if  this  is  so,  stock 
prices  should  recover,  perhaps  with 
surprising  vigor.   ■ 
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Receive 
3  months  of 
Value  Line 
for  $25. 


ILLUSTRATED 
ABOVE 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  1800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  industries. 

'You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York.  N.  Y.  10017 
D  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber 

□  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 
will  be  refunded. 

□  Payment  signature 
enclosed 
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Special  once-a-year  pre-publication  offer  of 

United's 

Annual  Forecast 

for  1972 

The  well-known  yearly  projection  in  clear,  unhedged  language 
of  what  United  predicts  forthe  coming  yearwill  be  sentto 
you  fresh  off  the  press  on  December  1 3th.  You  get  the  results 
of  United's  experience  in  a  penetrating  analysis  of  these 
16  vital  subjects: 

Stock  Market  Commodities  Foreign  Affairs 

Business  Autos/Steel  Labor 

Bond  Market  Retail  Trade  Dividends 

Money  &  Credit  Building  Agriculture 

Earnings  Production  Capital  Spending 

Plus 

United's  selections 
including  our  analysis  of  profit  potential  and  risk 

•  1 0  Promising  Stocks  United  Specially  Favors 

•  5  Rapid  Growth  Stocks 

•  6  Investments  for  Liberal  Income 

PLUS  THESE  2  BONUS  REPORTS 


100  Mutual  Funds 

Compares  performance  of  100  Funds  against 
each  other  and  the  Dow  Jones  1967  thru  1971. 


Land  Companies 

United  analyzes  the  leaders,  compares  profit 
vs  risk,  and  gives  specific  advice  on  each. 


Plus  a  4-Week  Subscription  to  United  Reports      p- — 

4  weeks  of  United  Reports  alone  is  a  $7  value.  This  entire  package  only  |*2 
POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 


Ui    [TED  Business  &  Investment  SERVICE 

210  NEWBURY  STREET,  BOSTON,  MASSACHUSETTS   02116 


WALL  STREET  VIEW 

By  Robert  Stovall 


Bear  Trap? 


Oir  collective  psyche  sinks  lower 
into  "credibility  canyon"  (Forbes, 
Oct.  15)  as  every  Washington  re- 
assurance knocks  billions  off  the  Dow. 
The  list  of  reasons  why  the  New  Eco- 
nomic Program  is  a  big  negative 
lengthens  as  rhetoric  continues  to  be 
unmatched  by  results.  In  early  No- 
vember the  litany  of  woe  had  ex- 
tended itself  with  each  Dow  down- 
day  until  it  included  a  brain  numb- 
ing variety  of  problems  making  one 
wonder  if  an  even  more  pronounced 
shift  from  equities  into  fixed  income 
securities  or  some  alternate  invest- 
ments were  the  only  likely  course. 

Woe:  Inflation  has  persisted  de- 
spite the  wage-price  freeze  and  the 
early  fumblings  of  the  President's 
Cost  of  Living  Council.  Pollster  results 
indicate  that  most  citizens  are  still 
motivated  by  inflationary  psychology. 
The  recovery  is  already  three  quar- 
ters late  in  coming  and  most  new- 
order   watchers   are   not   encouraged. 

Woe:  Despite  some  fears  that  the 
new  economic  policy  was  created  on 
a  premise  of  overpessimism  and  that 
overstimulation  of  the  economy  is  a 
greater  danger  than  deflation,  eco- 
nomic indicators  still  show  no  clear 
business  trend. 

Woe:  Phase  2  is  still  fuzzy  in  my 
mind  as  I  try  to  get  acclimated  to  a 
new  cast  of  characters  administering 
a  still-gestating  series  of  controls.  The 
general  fear  that  Big  Labor  will  have 
the  strongest  personalities  on  the  con- 
trol boards  seems  well  founded. 

Woe:  On  the  investment  side,  the 
most    popular    hymn    of    the    mutual 

A  guest  columnist.  Mr.  Stovall  is  a  vice  president  of 
trie  NYSE  firm  of  Reynolds  Securities  Inc. 


fund  industry  continues  to  be,  "I 
know  that  my  Redeemer  liveth."  I 
continue  to  feel  that  the  under-5% 
cash-to-assets  position  of  the  funds  is 
a  greater  inhibitor  of  overall  market 
optimism  than  is  the  continuing  trend 
of  net  liquidation  by  small  holders 
getting  out  even  or  close  to  it.  Essen- 
tially the  funds  now  have  a  combined 
marketing  and  image  problem  which 
only  time  and  performance  will  cure. 

Woe:  Pension  funds  are  much 
larger  than  the  investment  companies 
industry  and  the  life  insurance  indus- 
try too.  Last  year  they  bought  more 
common  stock  than  all  other  institu- 
tional investors  combined,  and  in  the 
first  half  of  1971  they  again  bought 
common  stock  at  a  record  pace.  But 
now,  presumably,  many  pension  pro- 
grams are  already  up  to  near  their 
maximum  allowable  percentage  in 
equities;  also,  in  this  era  of  corporate 
liquidity  buildup,  certain  manage- 
ments are  reluctant  to  make  contri- 
butions to  fund  past  services  until 
profits  improve. 

Woe:  Stock  financing  for  the  first 
nine  months  of  this  year  probably 
reached  $9.5  billion,  almost  60%  ahead 
of  the  same  period  of  1970  and  over 
three  times  the  experience  of  the  first 
three  quarters  ot  1968.  No  matter 
how  you  rationalize  it,  the  new  issue 
pace  has  distorted  the  supply/ demand 
equation.  The  Real  Estate  Investment 
Trusts,  the  only  stock  group  able  to 
raise  dividends  with  impunity  under 
Phase  2,  have  been  fearful  competi- 
tion for  the  mutual  funds  in  1971. 

Woe:  Price/ earnings  ratio  expecta- 
tions for  1972  are  as  worrisome  as 
any    of    the    current    imponderables. 
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»Mtf     Investments  Geared  to  America's  Future 

JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


Thelohnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 
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MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  69 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues; 
3  monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-1115,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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443rd  Diriilend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  104  Years 

A  quarterly  dividend  of  fifty 
cents  (50^)  a  share  will  he 
paid  December  14,  1971, 
to  stockholders  of  record 
November  12,  1971. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 
Transportation  Equipment 
Pullman  Standard 
Trailmobile 

Engineering /Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Traitor,  S.A.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


DIVIDEND  NOTICE 

More  than  790,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  $1.05  per  share  declared 
October  27,  1971  and  payable 
December  10,  1971  to  sharehold- 
ers of  record  November  11,  1971. 

1971  is  the  89th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  *  CO. 

Members  New  York  Slock  E«chinj«,  Inc 

end  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


With  bond  yields  still  high  relative  to 
returns  on  dividends  from  common 
stocks  (the  yield  spread  remains 
about  4  percentage  points),  and  in  an 
economy  of  controls,  what  is  an  ap- 
propriate P/E  range?  The  11  to  12 
times  of  the  Korean  war  era?  Prob- 
ably not;  but  neither  do  the  18  to  21 
times  of  the  growth  years  of  the  early 
1960s  seem  sustainable. 

Woe:  International  trade  has  been 
slowed  by  the  currency  turmoil,  pro- 
tectionist trends  and  nontariff  barriers. 
All  these  are  food  for  incipient  re- 
cessions in  several  foreign  countries. 

Scared  enough?  Wait!  By  the  time 
you  read  this  at  least  one  or  two  dif- 
ferent spooks  will  be  added  to  the 
post  Halloween  market. 

Fading  Fears 

But  let  us  face  down  these  woes, 
these  economic  spooks.  Are  they  real? 
I  suspect  they  are  exaggerated  and 
will  fade  in  the  light  of  certain  simple 
but  fundamental  trends.  The  first  is 
the  trend  of  interest  rates.  It  is  down, 
unmistakably  down,  and  lower  money 
costs  always  mean  higher  stock  prices; 
the  only  variable  is  of  timing. 

The  second  is  the  trend  of  earn- 
ings. Everybody  expects  higher  earn- 
ings in  1972  with  only  the  degree  of 
gain  in  question.  Ability  to  pay  higher 
dividends  would  be  expected  to  rise 
apace,  whether  or  not  the  control 
board  would  condone  rising  payouts. 

Thirdly,  keeping  things  simple, 
won't  the  liquidation  of  the  Indochina 
war  count  for  anything  in  1972?  And 
won't  continued  downtrends  in  over- 
seas stock  markets,  save  the  British, 
cause  foreign  funds  to  flow  here? 

In  sum,  I  think  the  powerful  posi- 
tives will  soon  begin  to  overbalance 
the  weirder  woes.  Even  should  the 
Dow  industrials  break  under  800 
again,  the  790  area  would  only  con- 
stitute a  "normal"  50%  retracement  of 
the  total  travel  between  the  630  and 
950  areas  of  the  past  18  months.  I 
suspect  that  a  few  quarters  hence 
market  participants  will  look  back  on 
the  present  scene  and  wonder  what 
all  the  worry  was  about. 

What  I  am  saying  is  the  well-pub- 
licized cornucopia  of  economic  woes 
could  prove  to  be  no  more  than  bait 
for  a  giant  bear  trap. 

Despite  all  the  moaning,  stocks  are 
thrashing  through  the  1971  tax-sell- 
ing season  with  average  prices  well 
above  those  prevailing  in  the  summer 
of  1970.  In  the  constant  search  for 
values,  1  have  uncovered  a  list  of  well- 
known  industrial  companies  selling  at 
least  40S  below  their  all-time  highs 
and  below  book  value  as  well.  Adding 
utilities,  a  long  list  could  be  eom- 
piled.  On  the  previous  page  are  some 
logical  post-tax-selling  rebounders.  ■ 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77001 

Quarterly  Dividend 
450  per  Common  Share 

Payable  December  15, 1971 
Record  November  30, 1971 
Declared  October  27, 1971 

Cyril  J.  Smith 
Secretary 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  131 
A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
December  14,  1971  to  stockholders 
of  record  at  the  close  of 
business  on  November  30, 
1971. 


RONALD  L.KUEHN,  JR. 
Secretary 

Dated:  October  29, 1971 


S 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 

quarterly  dividend  of  22V4C  per  share 

on  the  outstanding  Common  Stock, 

payable  on   December  1,   1971,  to 

stockholders  of  record  on  November 

10,  1971.  The  transfer  books  will  not 

close. 

October  28,  1971 

RAMSEY  E.  JOSLIN,  Vice  President 

and  Treasurer 
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DIVISIONS  NATIONAL  DISTILLERS  PROOUCTS  CO. 
US  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO 
ALMADEN  VINEYARDS.  INC. 
TEXTILE 
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(Continued  from  page  28) 
manufacturers  at  prices  that  guarantee  an  acceptable  re- 
turn on  investment.  The  result  is  high  prices  for  such  equip- 
ment in  the  home  country.  This  enables  the  manufacturer 
to  adopt  pricing  practices  which  result  in  quotes  in  third 
markets  and  the  U.S.  significandy  lower  (10%  to  50?)  than 
the  prices  paid  by  their  own  government  customers. 

In  my  opinion,  the  attempt  to  keep  other  countries' 
government  procurement  practices  more  in  line  with  those 
of  the  United  States,  if  the  U.S.  market  is  to  remain  open 
to  them,  is  long  overdue,  since  the  modest  6%  Buy  Ameri- 
can penalty  is  an  inadequate  remedy.  If,  for  example,  we 
were  free  to  bid,  to  go  in  there  and  seriously  quote  our 
own  domestic  prices,  which  we  are  not,  we  would  be 
very  competitive.  And,  at  the  least,  it  would  bring  out  into 
the  open,  for  the  attention  of  their  own  taxpayer-consum- 
ers, the  differentials  they  pay  tor  this  two-price  system. 

If  our  trading  partners  would  follow  the  same  kind  of 
open  bidding  that  our  TVA  [Tennessee  Valley  Authority] 
does,  as  required  by  law,  resulting  in  purchasing  tens 
of  millions  of  dollars  worth  of  electrical  equipment  off- 
shore each  year,  I,  for  one,  would  gladly  give  up  the  Buy 
American  6?  for  the  open  bidding  and  the  salutary  effect 
it  would  have  on  this  form  of  dual  pricing.  Until  agree- 
ment is  reached  on  open  procurement,  country  by  country, 
our  government  should  no  longer  entertain  bids  from  those 
who  insist  on  closed  procurement  in  their  own  country. 

The  second  example  of  how  foreign  governments  protect 
their  own  domestic  industries  is  by  moving  in,  in  one  form 
or  another,  when  their  own  private  enterprises  can't  cut  it. 
We  have  seen  this  happen  in  steel,  airlines,  nuclear  re- 
actors, computers,  commercial  aircraft,  jet  engines.  When 
the  government  steps  in,  the  competitive  rules  change. 

Of  course,  under  this  government  umbrella,  there  is  lit- 
tle need  to  be  responsible  for  earnings,  and  there  is  no  re- 
quirement that  dividends  be  paid  to  nonexistent  stock- 
holders. Financing  can  be  obtained  from  the  country's 
treasuT)  or  nationalized  financial  institutions  at  conces- 
sionary rates  or  even  without  costs.  Pricing,  especially  for 
export,  can  be  jiggered  for  political  purposes  rather  than 


"Other  countries  .  .  .  have  been  very 
careful  to  protect  important  domes- 
tic industries  from  what  they  con- 
sider might  be  disruptive  imports." 


economic  realities,  but  such  management  nevertheless  es- 
capes the  shadow  of  bankruptcy. 

Privately  owned  companies  find  it  extremely  hard— not 
to  say  impossible— to  stand  up  against  such  competition. 
It  is  sobering  to  note  that  some  of  those  state-owned  in- 
dustries are  now  selling  half  of  their  production  into  ex- 
port. And  in  the  years  immediately  ahead,  such  competi- 
tion is  going  to  grow,  and  with  it  so  will  the  size  of  the 
problem.  These  state-owned  industries  don't  meet  the  eco- 
nomic criteria  as  we  understand  them,  can  insulate  them- 
selves from  the  disciplines  of  the  marketplace,  and  by  vir- 
tue of  their  semi-sovereign  nature  possess  advantages  not 
enjoyed  by  priv  ate  concerns. 

How  we,  in  this  country,  are  going  to  be  able  to  handle 
such  competition— domestically  and  internationally— poses 
some  difficult  and  sticky  choices  for  ourselves  and  our  own 
government.  Probably  we  shall  have  to  depend  on  the  al- 
most continuous  efforts  of  our  commercial   diplomats  to 


persuade  the  governments  behind  such  state-owned  busi- 
nesses that  their  industries  must  behave  according  to  the 
usual  rules  of  economics.  But,  as  we  know,  the  art  of 
diplomacy  doesn't  always  work.  So  I  suspect  we  will  have 
to  revitalize  the  use  of  our  countervailing  duty  laws  and, 
perhaps  through  new  legislation,  see  to  it  that  the  Presi- 
dent possesses  fast-acting  retaliatory  powers. 

So  much  for  some  of  the  ways  that  countries  protect 


"If  we  were  free  to  bid  and  seriously  quote 
our  own  domestic  prices  [in  foreign  mar- 
kets], we  would  be  very  competitive." 


those  domestic  industries  that  they  consider  important  to 
their  economies.  Let  us  turn  now  to  the  third,  and  to  me 
the  most  significant  of  all  the  reasons  why  the  U.S.  will 
remain  at  a  growing  and  permanent  disadvantage  as  these 
structural  differences  exist  and  proliferate— the  different 
tax  policies  of  our  major  trading  partners. 

If  we  look  at  the  tax  structures  of  many  of  these  coun- 
tries, we  find  a  wide  variety  of  incentives  designed  to  pro- 
mote exports.  The  extent  to  which  such  foreign  countries 
have  lowered  their  net  income  taxes  on  export  income  has 
recently  been  documented  in  hearings  before  the  Con- 
mess.  American  businessmen  should  read  these  documents 
to  get  some  idea  of  how  serious  this  matter  has  become. 
While  our  tax  officials  undertook  a  massive  effort  beginning 
in  1962  to  make  sure  that  export  income  of  U.S.  corpora- 
tions was  taxed  here  in  full,  foreign  countries  have  contin- 
ued to  permit  the  shifting  of  export  income  to  a  tax  haven 
subsidiary,  for  example,  or  given  extra  deductions  for  costs 
tied  to  exports,  such  as  extraordinary  depreciation  deduc- 
tions for  export  related  assets.  In  our  country,  the  Adminis- 
tration has  proposed  to  counter  this  practice  by  favoring 
export  income  on  a  tightly  controlled  basis  under  the 
DISC  [Domestic  International  Sales  Corps]  proposal,  but 
the  proposal  is  not  well  understood  in  Congress  and  the  di- 
rection has  been  to  try  to  water  it  down,  far  below  the  ef- 
fective level  of  an  export  incentive,  and  then  to  kill  it. 

Now  let's  turn  to  border  taxes  and  export  rebates. 

Let  me  say  that  I  smile  ruefully  at  much  of  the  hue  and 
cry  on  both  sides  of  both  oceans  at  the  imposition  of  what 
some  call  the  "trade  wall"  of  the  10%  surcharge.  Today's 
sound  and  fury  absolutely  fascinates  me  as  a  manufacturer 
who  has  spent  many  years  trying  to  scale  the  import 
tax  walls  of  other  countries,  where  the  rates  of  their  border 
taxes  range  from  11%  in  Germany  to  23%  in  France,  and 
where  the  peaks  for  electrical  appliance  and  TV  imports 
reach  20%  in  Japan  clear  up  to  36%%  in  England.  You, 
here  in  Detroit,  have  the  same  problem  with  automobiles 
where  the  border  tax  rate  rises  to  33/3%  in  France,  36%%  in 
the  U.K.,  40%  in  Japan.  And  now  we  are  in  the  process  of 
repealing  our  relatively  modest  7%  automotive  excise  tax. 

If  I  seem  to  have  strong  opinions  on  the  equity  of  these 
situations,  it  is  because  I  believe  that  the  most  important 
of  the  trade-affecting  measures  built  into  the  structure  by 
our  trading  partners  is  the  heavy  reliance  on  indirect  taxes 
that  are  not  reflected  in  the  price  of  their  exports  and  are 
imposed  at  the  border  on  imports. 

When  the  GATT  [General  Agreement  on  Tariffs  & 
Trade]  rules  were  written  some  25  years  ago,  they  provid- 
ed that  the  member  countries  could  exempt  their  exports 
from  indirect  taxes— which,  then,  were  understood  to  be 
mainly  sales  and  excise  taxes— and  charge  an  appropriate 
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compensating  border  tax  on  imports.  Simultaneously,  the 
GATT  rules  forbade  both  export  rebates  and  border  levies 
for  direct  taxes-that  is,  those  imposed  on  personal  and 
corporate  income,  and  for  social  security  contributions. 

What  we  did  not  foresee  was  the  full  impact  of  the 
difference  in  tax  structures  in  Europe  and  Japan  relying 
heavily  on  high  rate  indirect  taxes,  with  a  simultaneous 
shift  in  this  country  away  from  indirect  taxes  toward  almost 
total  reliance  on  the  income  tax  as  a  source  of  national 
revenue.  Excluding  social  security  contributions,  some  85% 
of   Federal   revenues   come   from   the   income   tax,   which 


"Nations  should  agree  there  will  be  no 
import  surtaxes  or  export  subsidies.  .  .  . 
Until  this  is  agreed  upon,  I  would  not  want 
to  see  us  remove  the  10%  surcharge." 


cannot  be  rebated  at  the  border  under  the  GATT  rules. 

As  a  result  of  these  opposing  tax  structures,  we  face  the 
following  situation.  On  products  sold  in  his  own  country, 
the  European  manufacturer  charges  his  domestic  customer 
on  a  basis  which  reflects  his  tax  burden,  whether  this  bur- 
den is  made  up  of  income  taxes,  social  security  taxes, 
value  added  taxes,  and  whatever  else.  The  mix,  as  these 
taxes  are  paid  and  collected,  happens  to  be  what  each 
country  determines  for  itself.  In  the  U.S.,  the  manufac- 
turer's domestic  price  also  reflects  the  mix  of  all  taxes  im- 
posed by  all  our  levels  of  government. 

But  there  the  similarity  ends.  For  when  the  European 
manufacturer  exports  to  the  U.S.  or  elsewhere,  his  govern- 
ment rebates  or  waives  the  actual  total  amount  of  his  in- 
direct taxes  that  are  included  in  his  domestic  price.  His 
product  then  reaches  the  United  States  where  it  crosses  the 
border  free  of  U.S.  taxes— or  did,  before  Aug.  15.  Thus,  his 
export  product  price  reflects  domestic  price,  less  the  big 
domestic  rebate,  and  no  U.S.  tax. 

Now,  let's  turn  the  coin  over.  When  the  United  States 
manufacturer  exports  to  Europe,  his  price  reflects  the  bur- 
den of  all  U.S.  taxes  that  can  be  ascribed  to  production 
and  sale  and  there  is  no  rebate  from  the  U.S.  Treasury  for 
any  of  these.  But  at  the  European  border  the  goods  be- 
come subject  to  a  tax  equal  to  the  local  indirect  tax  rates 
—which  I  just  mentioned  as  ranging  from  11%  to  36%%.  And, 
as  if  that  were  not  enough,  the  border  tax  is  usually  im- 
posed on  the  landed  cost,  including  the  European  customs 
duty.  There  is  no  corresponding  burden  on  domestic  sales. 
This  is  just  a  bit  of  additional  salt  rubbed  into  the  wound. 

This  combination  of  the  U.S.  and  foreign  tax  burdens 
clearly  imposes  a  trade  disadvantage  on  our  exports.  I 
am  fully  aware  from  the  testimony  before  the  Williams 
Commission  and  studies  made  elsewhere  that  economists 
arc  not  agreed  on  the  measure  of  this  disadvantage;  nor 
can  they  agree  on  just  how  to  measure  the  extent  to  which 
European  export  tax  rebates  inflate  imports  to  this  coun- 
try. But  they  do  agree  that  the  system  has  this  table-tilt- 
ing effect,  and  the  higher  the  rate  of  the  foreign  TVA  [add- 
ed value  tax],  the  more  decisive  the  effect  will  be.  I  am  con- 
vinced that  it  is  high  time  to  recognize  this  tax  structure 
tilting  as  a  major  cause  of  our  trade  balance  troubli 

Let  us  then  go  forward  in  time  to  1972-73,  and  let  us  as- 
sume the  major  European  industrial  countries  will  all  have 
harmonized  their  value-added  tax  at  a  rate  of  L5S5  or  more. 
A  European  manufacturer  exporting  to  the  U.S.  will  there- 
fore reflect  in  his  export  price  only  a  small  portion  of  his 
national  tax  burden  and  social  costs— and  none  of  the  U.S. 
federal   tax   burden.    The   American   exporter  to  Europe, 


however,  will— just  as  before— find  that  his  landed  price 
covers  his  full  share  of  U.S.  taxes  and,  at  the  border,  a 
contribution  to  Europe's  tax  take  of  something  around  15%. 

For  these  reasons— and  in  spite  of  the  hue  and  cry  on 
both  sides  of  the  waters  about  "economic  overkill"— I  be- 
lieve that  all  three  measures  as  proposed  by  the  Presi- 
dent were  necessary.  Revaluation  without  the  investment 
tax  credit;  the  investment  tax  credit  without  the  10%  sur- 
charge; the  surcharge  without  the  tax  investment  credit  or 
revaluation— would  have  failed  to  face  up  to  at  least  one 
or  the  other  of  the  structural  differences  that  currently 
disadvantage  us. 

Much  of  the  controversy  about  "economic  overkill"  is 
centered  on  the  10%  surcharge.  How  long  should  it  re- 
main? I  propose  that  major  industrial  nations  of  the  world 
should  agree  on  a  basic  principle  of  overriding  impor- 
tance; namely,  that  there  will  no  longer  be  any  import 
surtaxes  or  export  subsidies  on  goods  crossing  their  bor- 
ders. If  a  country  feels  the  need  for  protection,  let's  call  it 
protection  and  approach  it  by  the  tariff  route  which  is 
open  for  all  to  see  and  where  the  legitimate  threat  of  re- 
taliation is  enough  to  cause  any  country  to  pause.  Until 
this  principle  is  agreed  upon,  I  would  not  want  to  see  us 
as  completely  disadvantaged  as  we  have  been  in  the 
past,  by  having  the  10%  surcharge  removed. 

It  is  particularly  unfortunate  that  Canada,  which  has  a 
tax  structure  similar  to  ours,  was  caught  in  a  line  of  fire 
that  was  essentially  aimed  at  the  trade-distorting  prac- 
tices of  others.  They,  our  Latin  American  neighbors  and 
perhaps  other  developing  countries  should  be  exempt. 

But  without  an  agreement  from  our  major  trading  part- 
ners to  work  toward  the  equitable  removal  of  structural 
disadvantages  of  whatever  name,  I  regretfully  come  to  the 
conclusion  that  even  with  the  currency  revaluations  now 


"International  trade  on  the  broadest  pos- 
sible basis,  with  fewest  restrictions  [is] 
the  real  economic  hope  for  the  world." 


being  discussed,  the  United  States  may  still  find  itself  in 
a  position  where  its  trade  balance  will  be  inadequate  to 
cope  with  the  overall  balance-of -payments  problem. 

I  have  come  to  this  conclusion  with  great  concern,  as 
one  who  has  long  maintained  that  international  trade, 
on  the  broadest  possible  basis,  and  with  the  fewest  possi- 
ble restrictions,  was  the  real  economic  hope  for  the  world. 
I  still  believe  this  with  a  deep  personal  conviction  and  I 
will  continue  to  fight  for  the  removal  of  trade  distorting 
and  restricting  practices  wherever  we  find  them,  includ- 
ing right  here  at  home. 

But,  as  we  have  seen,  the  old  economic  rules  of  the 
game  no  longer  seem  to  apply.  It  was  never  envisioned 
that  "the  invisible  hand"  of  classic  economic  theory 
would  contain  a  wide  variety  of  table-tilting  practices.  Un- 
til relative  equilibrium  and  stability  can  be  restored,  until 
the  unhappy  results  of  border  tax  walls  are  swept  away  by 
the  two-way  flow  of  goods  over  as  small  and  low  an  ob- 
stacle course  as  nations  can  agree  on,  it  may  be  necessary  to 
adopt  a  whole  new  approach  to  negotiating— substituting 
"deeds"  for  "theories  and  words." 

Thank  you  for  hearing  me  out.  I  have  spoken  today  as  one 
who  has  his  own  serious  responsibilities  to  General  Elec- 
tric employees  and  shareowners,  and  who  feels  very  strong- 
ly about  the  very  formidable  barriers  to  free,  fair  trade 
being  raised  in  the  world  today,  and  who  believes  that 
trade  cannot  long  remain  "free"  unless  it  is  also  fair. 
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WHICH  3 

NO  LOADS 

(no  broke*  fee) 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  BUY  THEM  NOW? 


GROWTH  FUND  GUIDE  is  an  adv.- 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  Only  $1    (new subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F  11,  Box  2109 

San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


cfloWTH 


FUND  GUIDE 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


WHICH  FUHDS 
PERFORMED  WELL  IH  UP 
AND  DOWH  MARKETS? 

Growth  without  excessive  fluctua- 
tions in  price  is  an  investment  objective 
which  appeals  to  many  people. 

In  a  FundScope  survey  of  437 
mutual  funds,  only  29  performed  above- 
average  in  both  the  1966-1968  bull 
market  and  the  1969-1970  bear  market. 
Nine  of  these  29  "middle-of-the-road" 
funds  were  TOP  PERFORMERS  for  the 
1966-1970  bear-market  round-trip. 
FundScope  names  these  funds.  This 
16-page  exclusive  survey  is  yours  as 
a  bonus  with  a  trial  subscription  to 
FundScope,  the  monthly  mutual  fund 
magazine  now  in  its  13th  year. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS  — 5  big  bonuses  including  the 
"Middle-of-the-Road  Funds"  survey  and  the 
484-page  1971  Mutual  Fund  Guide,  the  new 
Bible  of  the  fund  industry  with  all  the  vital 
information  you  need  on  456  funds.  (GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-23,  Suite  700 

1900  Avenue  of  the  Stars 

Los  Angeles,  California  90067 
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Trends 

&  Tangents 

(Continued  from  page  14) 

product,  done  in  by  the  miracles 
of  chemistry.  But  it's  just  another 
case  of  an  erroneous  conclusion 
being  drawn  from  a  correct  obser- 
vation. Natural  rubber's  market 
share  has  indeed  dropped  from 
nearly  100%  in  1941  to  only  35% 
in  1970.  But  so  rapidly  has  the 
total  rubber  market  grown  that 
natural  consumption  has  more  than 
doubled  in  those  three  decades, 
rising  from  less  than  1.3  million  to 
over  2.9  million  tons. 

Book  Bag 

Supermarkets  don't  yet  advertise 
encyclopedias  by  the  pound,  but 
this  year  23%  of  all  U.S.  encyclope- 
dia sales  were  through  food  outlets. 
Door-to-door  still  has  the  best  of 
the  market  with  40%,  but  super- 
market sales  have  doubled  in  the 
past  five  years.  Leader  Funk  & 
\\  agnails  sold  9  million  volumes  in 
the  stores  in  1970. 

Co/or  Me  Truthful 

With  the  end  of  an  SEC  ban, 
Eastern  Gas  &  Fuel  subsidiary  Bos- 
ton Gas  recently  produced  the  first 
prospectus  complete  with  color 
pictures  and  highlights.  Also  in- 
cluded in  the  prospectus  is  a  high- 
ly readable,  simplified  summary 
that  Boston  Gas  fondly  calls  the 
Mother  Goose  section. 

Gimrtie  /Money.' 

Admen  are  forsaking  the  ragged- 
jeans  crowd  in  favor  of  more  ma- 
ture consumers.  The  country  is  get- 
ing  older,  says  Jack  Kauffman  of 
the  Bureau  of  Advertising,  who 
urged  recognizing  "that  fashion- 
able over-55  customer.  Though 
her  flesh  is  weak,  her  spirit  is  will- 
ing and  her  pocketbook  is  full." 


WASHINGTON 


Them  What  Has,  Pays 

The  tax  cuts  passed  by  the 
House  and  apparently  on  the  verge 
of  Senate  approval  will  benefit  low- 
bracket  taxpayers  most.  While  a 
single  taxpayer  without  dependents 
making  $20,000  a  year  adjusted 
gross  income  would  save  less  than 
1%  in  1971  and  only  4.8%  in  1972, 
the  one  making  $3,000  could  save 
10%  in  1971  and  35%  in  1972.  ■ 
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T.R0WE  PRICE 
GROWTH  STOCK 
?^  FUND,  INC. 

t.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


There's 


Power  lo  Spare 
in  the 

Mountain  West 


, 

1      IDA 

10 

<£♦ 

4& 

/ 

WYO. 

COLO. 

' 

UTAH 

<T 

There  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
now,  and  con- 
struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also... we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 

A  Growing  Company  In  t(ie  Growing  West 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 
REGISTERED     S.E.C.      INVESTMENT     CON- 
TRACT MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

NOV.   1971   SELLING   PRICES 

1964  FALL  GRAIN $1.20  per  gallon 

1962  FALL  GRAIN $2.40  per  gallon 

1961  FALL  GRAIN $4.56  per  gallon 

1960  FALL  GRAIN $5.70  per  gallon 

Prices  and  supplies  subject  to  change  without  notice. 

This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies-minimum  $2400- 
and  is  not  subject  to  interest  equalization  tax. 

Please  send  tor  Prospectus 

ACCRUED  EQUITIES,  INC. 

(Since  1954) 

Write  F.D.  Schoenwald 

122  E.  42nd  St.,  N.Y.,  N.Y.  10017  (212)  MO  1-3595 


FORBES,   NOVEMBER   15,    1971 


113 


X? 


Forbes 


Index  of  Advertisers— November  15,  1971 


□    Indicated  below  are  those  general  advertisers  who  will  make  additional  information 
readers  as  stated  in  their  advertisements  on  the  pages  noted. 


or  annual  reports  available  to  Forbes 


ABRAHAM   &  COMPANY    110 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


ACCRUED    EQUITIES,    INC 113 

Agency:   Byrde.  Richard  &  Pound,  Inc. 


n     AFTER  SIX  INCORPORATED  21 

Agency:   Gilbert  Advertising  Agency  Inc. 


ALLSTATE  ENTERPRISES 

STOCK  FUND,   INC 104 

Agency:    Leo  Burnett  Company,  Inc. 
Advertising 


n     ALLSTATE  INSURANCE 

COMPANIES     53 

Agency:   Leo  Burnett  Company,  Inc. 
Advertising 


AMERICAN   BRANDS,   INC 115 

Agency:   Batten,  Barton,  Durstine 
&  Osborn,  Inc. 


AMERICAN    GAS    ASSOCIATION,    INC.      49 

Agency:    Ketchum,  MacLeod  &  Grove, 
Inc. 


AMERICAN    SMELTING   AND 
REFINING    COMPANY    

Agency:   Clyne  Maxon,  Inc. 


76 


ARVIDA    CORPORATION     67 

Agency:   Bailey  Campbell  Advertising, 
Inc. 


THE   AUSTIN   COMPANY     50 

Agency:   Fuller  &  Smith  &  Ross  Inc. 


q       BROWARD    INDUSTRIAL    BOARD  56 

Agency:   Carol  Westlake  Associates,  Inc. 


n      CALIFORNIA  COMPUTER 
PRODUCTS,   INC. 


Agency:   Dailey  &  Associates 
Advertising 


10 


THE  CAPITALIST  REPORTER,  INC.    .  .      85 

Agency:   Hallmark  Advertising 


q      CESSNA   AIRCRAFT   COMPANY      13 

Agency:   Ogilvy  &  Mather  Inc. 


Q       THE   CINCINNATI    GAS 

&   ELECTRIC    COMPANY  12 

Agency:   Stockton  •  West*  Burkhart*  Inc. 


CITIES  SERVICE  COMPANY  2nd  Cover 

Agency:    Hill  and  Knowlton,  Inc. 


THE  DANFORTH  ASSOCIATES  103 

Agency:   Wunderman,  Ricotta  &  Kline 
Inc 


FIELD  &  STREAM 71 

Agency:   Madison/Mitchell,   Inc. 
Advertising 


FINANCIAL  WORLD    109 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


n     THE   FIRST   NATIONAL   BANK 

OF    DENVER    8 

Agency:   Sam  Lusky  Associates,  Inc. 


FIRST    NATIONAL   STATE 
BANCORPORATION  

Agency:   Williams  and  London 
Advertising 


48 


□     FIRST   UNION    NATIONAL   BANK 

OF  NORTH   CAROLINA    63 

Agency:   Kincaid  Advertising  Agency, 
Inc. 


THE   FLINTKOTE  COMPANY    78-79 

Agency:   Ketchum,  MacLeod  &  Grove 
Inc. 


FORBES    MAGAZINE     81,   91,  96 


FUNDSCOPE    113 

Agency:   Doremus  &  Company,  Ltd. 


GENERAL  AMERICAN  TRANSPORTATION 

CORPORATION 3rd  Cover 

Agency:   Edward  H.  Weiss  and 
Company 


GENERAL   ELECTRIC 

COMPANY    57,   58,   59 

Agency:   Batten,  Barton,  Durstine 
&  Osborn.  Inc. 


n      GENERAL   ELECTRIC   CREDIT 

CORPORATION    73 

Agency:    Riedl  Associates  Inc. 


THE   GREYHOUND   CORPORATION 

Agency:   Grey-North  Inc. 


GROWTH  FUND  RESEARCH,  INC.    ...    113 

Agency:    Leland  Hill  Advertising 


GROWTH  INDUSTRY  SHARES,  INC.   .       102 

Agency:   Hoffman-York,  Inc. 


□      THE   HILTON    HEAD   COMPANY    .  .  .    22-23 

Agency:    Lord,  Geller,  Federico  and 
Partners,  Inc. 


□      INDIANA,    STATE   OF  -  DEPT. 

OF  COMMERCE  &   INDUSTRY    16 

Agency:   Ruben,  Montgomery 
&  Associates,  Inc. 


□      INGERSOLL-RAND    COMPANY       .     .    74-75 

Agency:   Beaumont,  Heller  &  Sperling, 
Inc. 


DREXEL   FIRESTONE  .„„. 

INCORPORATED  95    &   98  D      l0WA   DEVELOPMENT  COMMISSION        51 


Agency:    Doremus  &  Company 


□      DUBBINGS    ELECTRONICS,    INC. 

Agency:   The  Donroy  Advertising 
Company  Inc. 


70 


ENERGY  FUND,  INC.  115 

Agency:   The  Leo  Baron  Agency,  Inc. 
Advertising 


Agency:   Creswell  Munsell  Schubert 
&  Zirbel  Inc. 


THE   JOHNSTON    MUTUAL 

FUND    INC 109 

Agency:   Pace  Advertising  Agency,  inc. 


LEHMAN    BROTHERS    INCORPORATED  99 

Agency:    Albert  Frank  Guenther  Law, 
Inc. 


□ 


114 


LOS  WIGWAM  WEAVERS    98 

Agency:  Dunshee  and  Company 

MCDONNELL  DOUGLAS 

CORPORATION    24 

Agency:  J.   Walter  Thompson  Company 

MARINE  MIDLAND  BANKS,  INC.  18-19 

Agency:   Grey  Advertising  Inc. 

METROPOLITAN    LIFE   INSURANCE 

COMPANY    83 

Agency:   Young  &  Rubicam,  Inc. 

MEXLETTER     109 

Agency:    Kenyon  &  Eckhardt  De 
Mexico,  S.  A.  de  C.  V. 

MIAMI    LAKES   INN 

&  COUNTRY   CLUB    70 

Agency:   Samuel  B.  Crispin 
&  Associates 

MINOX   USA    62 

Agency:   Herbert  Baker  Advertising, 
Inc. 

MONEYSWORTH 9 

Agency:   The  Ad  Agency 

MONSANTO   COMPANY,    INC 55 

Agency:   The  Advertising  and 
Promotion  Group 

NATIONAL  DISTILLERS  AND 

CHEMICAL  CORPORATION    110 

Agency:   Doremus  &  Company 

NEW  COUNCIL  FOR  ADVERTISING     88  89 

Agency:   Tatham-Laird  &  Kudner,  Inc. 

NORTH  AMERICAN  ROCKWELL 

CORPORATION    41 

Agency:   Campbell-Ewald  Company 

OTIS  ELEVATOR   COMPANY    64-65 

Agency:   Complan,  Inc. 

Division  of  de  Garmo  Inc. 

PPG   INDUSTRIES,   INC 60 

Agency:   Ketchum,  MacLeod  &  Grove 
Inc. 

THE  PADDINGTON  CORPORATION 

(ROYAL  AGES  SCOTCH)    20 

Agency:   Martin  Landey,  Arlow 
Advertising  Inc. 

PANHANDLE   EASTERN 

PIPE   LINE  COMPANY    110 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

THE   PEOPLES   GAS   LIGHT 

AND   COKE   COMPANY    29 

Agency:   Foote,  Cone  &  Belding 

PERTEC  CORPORATION     17 

Agency:   Durel  Advertising 

PHELPS   DODGE 

INDUSTRIES,   INC Back  Cover 

Agency:   Compton  Advertising,  Inc. 

PITNEY  BOWES    3  &  47 

Agency:   deGarmo  Inc.  Advertising 

FORBES,    NOVEMBER    15,    1971 


a    PITTMAN   &   DAVIS,   INC 102 

Agency:   Van  Hecker,  Inc. 

ROWE   PRICE   NEW   ERA 

FUND,  INC.  115 

Agency:  VanSant.  Dugdale  and 
Company,  Inc. 

T.    ROWE   PRICE   GROWTH 

STOCK  FUND,   INC 113 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

PULLMAN    INCORPORATED    110 

Agency:   French  &  Preston,  Inc. 

Z    RCA   CORPORATION  15 

Agency:   J.  Walter  Thompson  Company 

REPUBLIC   STEEL   CORPORATION  44 

Agency:   Meldrum  and  Fewsmith,  Inc. 

R.   J.    REYNOLDS 

INDUSTRIES.  INC.  98 

Agency:    Long.  Haymes  &  Carr.  Inc. 

REYNOLDS  SECURITIES  INC.  80 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

D    ST.  JOE  MINERALS  CORPORATION  7 

Agency:   Emil  Mark  &  Co.,  Inc. 

SALOMON  BROTHERS  100 

Agency:    Doremus  &  Company 

SCHENLEY  IMPORT  COMPANY 
PLYMOUTH  GIN  48 

Agency:   The  Shaller-Rubin 
Company,   Inc. 

SEABOARD  COAST  LINE  RAILROAD  30 

Agency:   Tucker  Wayne  &  Company 

SOMERSET  IMPORTERS,  LTD. 

JOHNNIE   WALKER    BLACK   LABEL  87 

Agency:   Smith/Greenland  Company 
Incorporated 

SOUTHERN   NATURAL 

GAS  COMPANY  110 

Agency:   Doremus  &  Company 

SOUTHERN  RAILWAY  SYSTEM  42-43 

Agency:  Cunningham  &  Walsh  Inc. 
Advertising 

STANDARD  OIL  COMPANY 

(NEW  JERSEY)  110 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

STOCK  MARKET  INSTITUTE  INC.  103 

Agency:    Kalom/Cohen/Greenbaum/ 
Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc.   ...        6 
Agency:  N.  W.  Ayer  &  Son,  Inc. 

TEXACO    INC.  69 

Agency:   Benton  &  Bowles,  Inc. 

D   UNION    PACIFIC    RAILROAD        14 

Agency:    Lennen  &  Newell/Midwest 

UNITED   BUSINESS 

SERVICE  CO.,   INC.  106,   107,   108 

Agency:   The  Silton  Company,  Inc. 

UTAH  POWER  4  LIGHT  CO 113 

Agency:   Gillham  Advertising.  Inc. 

THE  VALUE    LINE 

INVESTMENT   SURVEY    105 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

□  WACHOVIA    BANK   & 

TRUST  COMPANY,   N.A.    39 

Agency:   Long,  Haymes  &  Carr,  Inc. 

XEROX   CORPORATION     92-93 

Agency:   Needham,  Harper  &  Steers, 
Inc.,  Advertising 

□  YOUNG    RADIATOR    COMPANY  62 

Agency:    Lennen  &  Newell/Midwest 

FORBES,    NOVEMBER    15,    1971 


265th  COMMON  DIVIDEND 


A  regular  dividend  of  Fifty-five  Cents  (55tf)  per  share 

has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  December  1, 

1 97 1 ,  to  stockholders  of  record  at  the  close  of  business 

November  10,  1971.  Checks  will  be  mailed. 

October  26,  1971  C.  A.  Mehos,  Vice  President  and  Treasurer 
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GALLAHER     LIMITED 
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Tin.  Andrew  Jergens  Company 
Master  Lock  Company 

Sunsfiine  Biscuits,  inc. 

VISIBLE  !    RECORDS    INC. 


DUFFY  -MOTT   COMPANY,  INC. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  inc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  W1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 
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The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  June  30,  1971, 
but  also  about  •  the  cost  of  management  •  the 
name  and  company  positions  of  Energy  Fund's 
directors  and  advisors  •  the  list  of  stocks  in 
which  Energy  Fund  has  invested  as  of  June  30th 

•  the  objectives,  investment  policies  and 
investment  restrictions  of  Energy  Fund 

•  selling  and  redemption  rights  •  allocation  of 
brokerage  •  annual  rate  of  portfolio  turnover 

•  the  arrangements  made  for  safekeeping  of 
Energy  Fund's  portfolio  securities  and  cash 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Energy  Fund  120  Broadway,  N.  Y.  10005  Dept.  ZF 
(212)  344-5300 

Please  send  me  the  Free  prospectus  and  literature 
on  ENERGY  FUND. 

Name . 

Address 

City 


.State. 


.Zip. 
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THOUGHTS... 


ON  THE 

BUSINESS  OF  LIFE 


Blessings  we  enjoy  daily;  and  for 
the  most  of  them,  because  they  be  so 
common,    most    men    forget    to   pay 


their  praises. 


—  Izaak  Walton 


The  happiest  life  is  that  which  con- 
stantly exercises  and  educates  what  is 
best  in  us.  —Philip  Hamerton 


He  who  acknowledges  a  kindness 
.has  it  still,  and  he  who  has  a  grate- 
ful sense  of  it  has  requited  it. 

—Cicero 


The    hours 
make  us  wise. 


that    make    us    happy 
—John  Masefield 


In  laughter  there  is  always  a  kind 
of  joyousness  that  is  incompatible 
with  contempt  or  indignation. 

—Voltaire 


A  joy  that's  shared  is  a  joy  made 
double.  —John  Ray 


There  is  a  wonderful,  mythical  law 
of  nature  that  the  three  things  we 
crave  most  in  life— happiness,  free- 
dom and  peace  of  mind— are  always 
attained  by  giving  them  to  someone 
else.  —Peyton  Conway  March 


You  can  never  expect  too  much  of 
yourself  in  the  matter  of  giving  your- 
self to  others. 

—Theodore  C.  S  peers 


If  it's  nothing  more  than  a  smile- 
give  that  away  and  keep  on  giving  it. 
—Beth  Brown 


The  pleasure  of  life  is  according  to 
the  man  that  lives  it,  and  not  accord- 
ing to  the  work  or  place. 

—Ralph  Waldo  Emerson 


B.  C.  FORBES 

Learn  to  derive  so  much  hap- 
piness from  the  service  you  ren- 
der the  world  that  your  happi- 
ness will  communicate  itself  to 
all  you  rub  shoulders  with  in 
your  journey  through  life. 


Friendship  is  a  strong  and  habitu- 
al inclination  in  two  persons  to  pro- 
mote the  good  and  happiness  of  one 
another.  —Eustace    Budgell 


When  a  man  is  happy,  every  effort 
to  express  his  happiness  mars  its  com- 
pleteness. —Alexander  Smith 


I  am  convinced  that  there  can  be 
no  regeneration  of  mankind  until 
laughter  is  put  down. 

—Percy  Bysshe  Shelley 


An  evil  mind  is  a  constant  solace. 
— Hendrik  Wilhelm  Van  Loon 


Kindness  is  lost  that's  bestowed  on 
children  and  old  folks. 

—John  Clark 


The  only  way  in  which  one  can 
make  endurable  man's  inhumanity  to 
man,  and  man's  destruction  of  his  own 
environment,  is  to  exemplify  in  your 
own  lives  man's  humanity  to  man  and 
man's  reverence  for  the  place  in 
which  he  lives.  —Alan  Paton 


A  light  heart  lives  long. 

—Shakespeare 


Something  of  a  person's  character 
may  be  discovered  by  observing  how 
he  smiles.  —Christian  Bovee 


A  sense  of  humor  keen  enough  to 
show  a  man  his  own  absurdities  will 
keep  him  from  the  commission  of  all 
sins,  or  nearly  all,  save  those  worth 
committing.  —Samuel  Butler 


A    good    laugh    is    sunshine    in    a 
house.         —William  M.  Thackeray 
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No  one  can  be  as  calculatedly  rude 
as  the  British,  which  amazes  Ameri- 
cans, who  do  not  understand  studied 
insult  and  can  only  offer  abuse  as  a 
substitute.  -Paul   Gallico 


Compassion  is  the  fellow-feeling  of 
the  unsound. 

—George  Bernard  Shaw 


A  Text  .  .  . 


Sent  in  by  Mrs.  J.C.  Hall,  Al- 
theimer.  Ark.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  texts  used. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


Bless  the  Lord,  O  my  soul,  and  forget 
not  all  his  benefits.         -Psalm  103:2 
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"Productivity"  is  a  long  word 


BURLINGAME 
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for  an  easier  job 


'Combating  inflation  with  greater  productivity"  sounds  like  producing 
mere  by  working  harder  for  longer  hours. 

Wrong. 

Greater  and  better  productivity  is  simply  using  more  modern  skills  and 
machines  to  produce  more  and  better  products  easier,  that  sell  better  for  less 
money  —  and  so  pay  workers  and  machine  owners  more,  and  make  their  jobs 
and  companies  safer. 

We  need  an  easier  word  for  "productivity"  —  and  more  people  who 
understand  its  true  meaning. 


The  Warner  &  Swasey  Computer  Utilized  Turning 
System,  or  CUTS,  offers  dramatic  savings  in  program- 
ming their  numerically  controlled  turning  machines. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


UODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Eastman  Kodak 

turns  to  us  for  a  sharper 

profit  picture* 


Kodak  cameras,  film  and  developing 
have  been  capturing  happy  moments 
for  a  lot  of  people  over  the  years.  Or, 
as  the  people  at  Kodak  like  to  say, 
"Kodak  makes  your  pictures  count." 

And  when  it  comes  to  profits,  they 
want  to  make  their  investments 
count.  That's  why  Kodak  places  some 
corporate  surplus  cash  in  securities 


purchased  from  the  Bank  Investment 
Securities  Division  of  Bank  of  America. 

It's  pretty  clear  that  when  a  bank 
invests  an  average  of  S2.0  billion  a 
day,  a  large  variety  of  securities  is 
available  to  it.  Immediately. 

Many  other  companies  think  like 
Kodak  when  it  comes  to  corporate 
investments— large  or  small.  How 


about  you?  To  find  out  more,  call 
the  people  who  bring  Eastman 
Kodak's  profit  picture  into  focus. 
In  San  Francisco:  (415)  622-2630. 
In  Los  Angeles:  (213)  683-4215. 
And  New  York:  (212)  425-3550. 


BANKof  AMERICA 

Bank  Investment  Securities  Divis 
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The  way  to  a  kid's  head  is  through  his  stomach. 


A  hungry  child  is  a  lot  more  con- 
cerned with  getting  a  good  meal  than 
with  getting  a  good  grade. 

Every  morning  nine  million  children 
go  to  school  thinking  about 
food  instead  of  reading,  writing  and 
arithmetic. 

We  accept  the  challenge 

Following  the  1969  White  House 
Conference  on  Food,  Nutrition 
and  Health,  our  Continental  Baking 
Company  responded  to  the  need  for 
a  nutritious  school  breakfast  that  would 
taste  good  and  wouldn't  cost  much. 

Working  with  the  Department  of 
Agriculture,  our  food  scientists  came 
up  with  a  high-protein  fcx>d  that  looks 
and  tastes  like  cake.  We  called  it  H-11. 

The  name  is  Astrofood* 

One  serving  with  eight  ounces  of 
milk  has  about  as  much  nutritive 
value  as  four  ounces  ol  orange  juice, 
two  strips  el  bacon,  .in  egg,  and  <\ 


piece  of  buttered  toast.  And  which, 
including  the  milk,  costs  about 
15  cents. 

Already  about  12,000  children  to- 
day in  schools,  day  care  centers 
and  Head  Start  programs  are  eating 
an  H-11  breakfast.  Except  we  re-named 
it  and  package  it  as  Astrofood.  We 
didn't  think  a  name  like  H-11  would 
appeal  to  children,  no  matter  how 
good  it  was  for  them. 

Astrofood  isn't  available  at  retail, 
nor  nationwide  yet  to  schools 
and  other  such  institutions.  But  we're 
working  to  expand  distribution 
and  to  develop  other  varieties. 

After  breakfast  comes  lunch 

Another  of  our  companies,  Morton 
Frozen  Foods,  cooked  up 
another  meal  for  children.  Lunch. 
Over  20  tasty  varieties. 

Our  Morton  lunches  can  be  served 
hot  in  their  own  containers.  That 
makes  cleaning  up  after  lunch  easy. 


Four  people  can  serve  1,000  chil- 
dren. The  only  equipment  the  school 
needs  is  a  fast-heat  oven,  a  freezer, 
milkcooler,and  portable  lunchroom 
furniture. 

Hunger  causes  drop-outs 

Hungry  school  children,  unable  to 
concentrate,  may  eventually  become 
drop-outs. 

So  if  we  can  fill  their  stomachs  now, 
they  won't  have  to  learn  the  hard 
way  later  just  how  important  a  good 
education  was  to  their  future. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 
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BURROUGHS 

ANNOUNCES 
and  DELIVERS 

theB4700 
SYSTEMS 
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Burroughs  new  B  4700  Systems 
are  being  delivered  note.  Powerful 
systems.  Easy  to  program  and 
manage.  Uniquely  responsive  to 
changing  business  conditions. 

With  fast  new  circuitry  coupled 
to  a  superior  system  design  and 
mature  software.  (*B4700 
COBOL  program  throughput  is 
twice  or  more  that  of  Burroughs 
B  3500,  long  considered  the  out- 
standing system  in  its  class. 
FORTRAN  programs  run  up  to 
20  times  faster.) 

With  the  added  power  of  two, 
three  or  four  processors  all 
sharing  one  fully-protected  data 
base.  Up  to  80  input/output 
channels.  Parallel  multipro- 
graming  (each  processor  runs 
many  jobs  concurrently).   Data 


communications  pre-processors. 
Operator  display  consoles.  Im- 
proved peripheral  units. 

With  virtual  memory  ability 
to  simplify  programing. 
Burroughs  Master  Control  Pro- 
gram for  system  self-manage- 
ment. Priority  scheduling.  On- 
the-spot  reconfiguration.  Con- 
version without  reprograming  or 
even  recompilation  for  B  2500 
and  B  3500  users.  Conversion 
software  to  help  others  take  this 
major  step  up. 

With  total  modularity  for  sys- 
tem expansion  at  any  time  with- 
out reprograming.  To  fit  growing 
workloads.  New  applications. 
Constantly  changing  conditions. 


Read  what  one  B  4700  user  has 
to  say  .  .  .  then  contact  your 
Burroughs  representative.  He's 
ready  now  with  the  systems  you 
need  now  and  for  the  dynamic 
years  ahead. 


Johnson  Service  Company 

since  1885  has  offered  a  one- 
source  responsibility  for  the 
world's  automation  needs  .  .  . 
design,  manufacture,  instal- 
lation and  service  from  114 
branch  offices  in  the  United 
States  and  Canada. 


Burroughs  JJ4 


AMF 

mixes  business 
with  pleasure. 

Profitably. 


Tank  cars  and  kiddie  cars. 

The  business  of  life,  the  pleasure  of  life. 

Today  you  should  have  more  than  one  way  to 
roll  with  the  economic  cycle. 

AMF  does.  In  product  mix. 

Take  tank  cars  and  kiddie  cars.  What's  the 
tie  that  binds?  The  wheels?  No— that's  just  a 
connection  on  the  surface.  What  counts  is  this: 

AMF  makes  them  both.  And  each 
represents  a  part  of  AMF.  One  part  — the 
world  of  industry.  The  other  part— the 
world  of  leisure. 

For  example,  AMF  Beaird  makes  complete 
rail  tank  cars  for  the  bulk  transportation  of 
petroleum,  chemicals,  and  foods.  AMF  Wheel 
Goods  makes  everything  from  kiddie  cars  to 
tricycles  to  bicycles  and  wagons  for  children. 


On  the  one  hand,  industrial  products  and 
services  that  automate  industry,  speed 
production,  reduce  cost,  and  increase 
efficiency— creating  more  leisure  time.  On  the 
other  hand,  a  quality  line  of  leisure  products 
like  balls,  bowling  equipment,  and  boats, 
rackets  and  skis,  motorcycles  and  golf  carts 
that  help  man  spend  that  leisure  time. 

Tank  cars  and  kiddie  cars.  Industry  and 
leisure.  Business  and  pleasure.  A  unique  idea 
that's  kept  AMF's  wheels  rolling  to 
record  profits. 

AMF  Incorporated,  261  Madison  Ave., 
New  York,  N.Y.  10016.  fcW-1- 


Watch  AMF's  Bob  Hope  TV  Special  on  NBC,  December  9th. See  your  local  TV  listing. 


North  Carolina's  new  Barge  Site 
Survey  will  benefit  20  companies, 
at  least. 


Are  you  looking  for  an  Eastern  Seaboard  industrial  site 
which  is  served  by  water  transportation''  We  have  20 
All  wrapped  up  and  ready  for  development  They  range 
in  size  from  160  to  4,000  acres 
We  ve  got  the  details  on  each  one:  Zoning ...  Utilities 
(natural  gas  available)     Tax  rate     Aerial  photographs 
Topography     Transportation  and  service  facilities 
And  options     We  ve  got  two-year  purchase  options  in 
hand 

The  sites  are  in  these  areas  Wilmington,  Hertford.  Eden- 
ton.  Elizabeth  City.  Greenville,  Plymouth,  Fayetteville. 
Morehead  City.  Murfreesboro.  Washington.  New  Bern, 
Belhaven. 


For  more  information,  please  use  the 
coupon  for  an  immediate  reply. 


North  Carolina  Department  of  Conservation  &  Development 

Division  of  Commerce  &  Industry 

Box  27687 

Raleigh,  North  Carolina  2761 1 

Please  send  me  more  information  on  your  new  Barge  Site 

Survey  I  am  particularly  interested  in  the 


area.  I  would  like  the  complete  package  on  the  20  sites.  □ 
Name  


Address 


k#  City 


State 


■■■■■■  c 


-Zip 
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Your 

grandfather 
would  have 
fired  us  as  his 
pension  fund 
manager. 


In  today's  "what  have  you  done  for  me  lately" 
world  of  pension  fund  management,  you 
don't  do  things  the  way  grandfather  did— and 
expect  to  keep  the  business. 
That's  one  of  the  reasons  Manufacturers 
Hanover  has  built  an  aggressive  team  of 
investment  managers.  Men  who  are  up-to-date  and 
forward-looking.  Professionals  who  have  set 
an  impressive  record  in  investment  productivity. 
Behind  this  modern  team  is  an  organization 
that  stresses  investment  research  in  depth, 
uses  the  latest  computer  technology,  and 
applies  a  whole  generation  of  experienced, 
effective  administration. 
We'd  like  to  show  you  some  of  the  things  we're 
doing  — and  some  that  we're  going  to  do.  Your 
grandfather  might  have  disapproved  — but  his 
grandchildren  will  understand. 


Manufacturers  Hanover 
is  doing  great  things 
with  pension  funds. 

Employee  Benefit  Trust  Department-350  Park  Avenue,  New  York  10022 
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Side  Lines 


Leather  Jackets  &  Kinetic  Art 

We've  written  a  good  deal  about  the  leisure-time  boom,  which  has 
been  so  strong  it  has  easily  bucked  this  year's  recession.  We  at  Forbes 
know  something  about  this  boom  first  hand.  In  addition  to  our  wide- 
spread reporting  and  research  on  the  subject,  we  happen  to  be  in  the 
leisure-time  business:  A  small  but  fast-growing  division  of  our  company, 
Siegers-Forbes,  is  a  retail  motorcycle  sales  and  service  dealer,  the  larg- 
est in  the  state  of  New  Jersey  and  one  of  the  largest  in  the  world.  Its 
sales  volume  has  trebled  in  three  years— this  year  nearing  the  $2- 
million  mark. 

In  addition  to  moving  along  with  the  recreational  boom,  Siegers- 
Forbes  has  been  acutely  aware  of  another  major  trend,  often  enunci- 
ated  in  the  pages  of  this  magazine:  that  one  of  the  biggest  problems 
lacing  U.S.  business  today  is  the  customer's  growing  anger  over  sloppy 


—or  nonexistent— post/purchase  service.  From  the  time  he  started  a  small 
neighborhood  shop  18  years  ago,  the  company's  chief  executive  of- 
ficer, Hang  Siegers,  has  emphasized  service  in  addition  to  a  strong 
"no  bull"  integrity.  Last  month  when  Siegers-Forbes  opened  a  spar- 
kling new  headquarters,  it  was  designed  with  an  eye  toward  facilitat- 
ing service  and  the  stocking  of  parts. 

Siegers  said  of  the  14  repair  bays:  "Anyone  will  be  able  to  watch 
the  work  being  done  on  his  motorcycle  and  be  a  sidewalk  super- 
intendent—just like  at  a  construction  site.  We'll  also  have  space  to 
store  more  than  1,000  new  motorcycles  ready  for  assembly,  and  for 
several  hundred  cycles  for  winter  storage."  So  extensive  are  the  new 
service  facilities  that  Siegers-Forbes  expects  to  cut  the  lay-up  time  on 
major  repairs  from  the  generally  current  two  to  three  weeks  down 
to  two  or  three  days. 

II  you  still  think  of  motorcycling  in  terms  of  Hell's  Angels  and  grease- 
spattered  back-street  garages,  you  had  better  visit  the  new  headquar- 
ters at  Whippany,  N.J.,  30  miles  west  of  Manhattan.  It  is  about  as 
far  from  the  old  stereotypes  as  you  can  get.  The  32,000-square-foot, 
glass-and-brick  structure  is  carpeted  wall-to-wall,  even  in  the  service 
bays.  Every  nook  and  cranny  is  filled  with  kinetic  art.  The  building 
even  includes  a  "motoboutique"  offering  a  complete  line  of  cycling 
clothing  and  accessories:  helmets,  boots,  gloves  and  leather  jackets. 

Leather  jackets?  Black  leather  jackets?  Isn't  that  bad  for  the  image? 
Covering  the  opening  of  the  new  agency,  The  New  York  Times  put  that 
question  to  President  Malcolm  Forbes,  himself  an  enthusiastic  motor- 
cyclist. Forbes  replied:  "The  image  is  changing,  but  I  hope  the  jacket 
doesn't  go  with  it,  because  leather  is  still  a  very  practical  material  to 
have  between  you  and  the  ground  on  a  bike."  Which  goes  to  prove,  we 
guess,  that  not  all  bad  images  are  well  deserved.  ■ 
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Wre  putting  our  money 
where  your  mouth  is. 


A  lot  of  people  have  been 
shooting  at  the  telephone  compa- 
nies these  days. 

And,  in  truth,  we've  had  our 
hands  full  keeping  up  with  the 
zooming  demand  for  increased 
phone  service. 

But  General  Telephone  and, 
in  all  fairness,  the  other  phone 
companies  haven't  been  sitting 
around  counting  dimes. 

For  some  time  now,  we've 
been  paying  a  healthy"phone  bill" 
ourselves  trying  to  make  our  serv- 
ice do  everything  you  expect  of 
it.  And  a  few  things  you  don't 
expect. 

During  the  next  five  years  we'll 


be  spending  over$6  billion  upgrad- 
ing and  expanding  every  phase  of 
our  phone  operation.  From  laying 
underground  cables  (an  impor- 
tant, if  invisible  area)  to  customer 
contact  service  (an  equally  impor- 
tant but  highly  visible  area). 

But  no  matter  how  much  we 
spend  on  equipment  and  expan- 
sion, it's  what  we  do  for  you  in  your 
home  or  business  that  counts. 

Ladies  and  gentlemen,  we're 
working  as  fast  as  brains,  man- 
power and  money  can  combine 
to  make  our  service  as  efficient 
as  possible. 

As  for  the  results— we'll  let 
that$6  billion  do  the  talking. 


(3D 


GERERAL  TELEPHORE  G  ELECTRQRICS 


Give  the  martini  drinker 
the  secret  to  the  perfect  martini. 

Seagrams  Extra  Dry. 


READERS  SAY 


distillers  C  ompany,  New  York,  NY.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 
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Jamaica  not  Shortsighted 

Sir:  In  your  remarks  on  expropria- 
tion and  Guyana's  nationalizing  of  baux- 
ite and  alumina  operations  (Fact  <Lr  Com- 
ment, Oct.  15),  you  stated:  "Wouldn't  it 
be  wonderful  if  the  people  of  Jamaica 
continued  to  move  their  economy  sound- 
ly ahead  instead  of  destroying  it  by  po- 
litically spectacular  stupidity."  A  quota- 
tion from  an  address  to  the  Jamaican- 
American  Chamber  of  Commerce  by  the 
Hon.  Robert  C.  Lightbourne,  our  Minis- 
ter of  Trade  and  Industry,  on  July  13, 
1970,  may  be  reassuring  to  you.  He  said 
at  that  time,  "So  long  as  you  who  op- 
erate in  our  island  are  perceptive  and 
sympathetic  with  the  ambitions  and  as- 
pirations of  our  people,  in  my  view,  we 
have  little  to  fear  that  Jamaica  will  ever 
do  anything  that  is  immature,  short- 
sighted or  stupid." 

—William  G.  Whiting 

U.S.  Director 

Jamaica  Industrial  Development  Corp. 

New  York,  N.Y. 

A  Place  for  Labor 

Sir:  Anent  "A  Place  in  the  Sun" 
(Forbes,  Oct.  15),  I  can't  imagine  a 
more  appropriate  setting  [the  Dominican 
Republic]  for  our  own  little  group  of  dic- 
tators [labor  leaders],  particular)  \  it 
they  will  take  their  capitulating  White 
House  friend  Nixon  with  them. 

— W.G.  Cabroll 
Sedona,  Ariz. 

A  Grain  of  Salt 

Sir:  Your  editorial  is  most  amusing 
("Who's  on  First  in  Washington— Today," 
Fact  i?  Comment,  Nov.  15). 

—Henry  A.  Kissinger 
The  White  House 
Washington,  D.C. 

Wrong  Business 

Sir:  I  was  flattered  to  read  in  your 
article  on  General  Dynamics  (  Forbes, 
Oct.  15)  that  I  "ran  GE's  successful  jet 
engine  business."  That  business  had  in- 
deed been  one  of  the  success  stories  of 
the  past  decade,  but  I  had  nothing  to  do 
with  it.  The  Aerospace  Group,  which  I 
did  manage,  included  all  of  GE's  aero- 
space activities  except  jet  engines. 

— HlLLIARD  I'  \(.l 

President 

General  Dynamics  Corp. 

St.  I  .ouis.  Mo, 

Better  Expert  Near  Home? 

Sir:  Who  is  Professor  Gutenberg 
(Forbes,  Oct.  15)?  His  reference  to 
Kayser-Roth  and  Genesco,  both  of  whose 
sales  are  augmented  1>>  shoes.  Miss  Uni- 
verse, etc.,  indicates  ignorance  by  his 
failure  to  acknowledge  Blue  Bell,  Levi 
Strauss  and  others,  whose  purely  textile 
sales  garments  are  probably  greater 
(Continued  on  pane  100) 
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JEP  means  new  export  profits. 

iat  the  New  Economic  Policy  means 
hat  we  are  going  to  put  economic 
isiderations  up  front  in  our  dealings 
oad.  The  result  will  be  New  Export 
)fits  for  you,  because  your  goods  will 
more  competitively  priced  for  over- 
is  markets. 

\low  is  the  time  to  recognize,  as 
rmany  Japan  and  Canada  already 
ye,  that  there  is  great  profit  potential 
vorldwide  marketing.  Our  exports  of 
mufactured  goods  are  growing  at 
ce  the  rate  of  our  domestic  market. 
x>rts  are  our  growth  industry.  And 
re's  no  end  in  sight. 


Stimulus  for  employment.  Right 
now,  U.S.  exports  keep  at  least 
3,000,000  Americans  working.  We 
know  we  can  do  better  under  the  New 
Economic  Policy  In  fact,  it's  estimated 
that  for  every  $13,000  more  in  export 
volume,  we  add  one  new  job  at  home. 

What's  in  it  for  you.  By  exporting, 
you  add  to  your  sales  base,  increase 
production  runs,  reduce  unit  costs,  off- 
set seasonal  and  other  cyclical  fluctu- 
ations—all of  which  means  greater 
profits.  And  exporting  is  another  form  of 
diversification,  since  it  uncovers  new 
market  opportunities  overseas. 

World  trade  now  totals  $279  billion  a 


year— and  is  growing  by  about  11% 
annually.  That  means  real  growth  and 
profits  for  you  if  you  get  started  now. 

How  to  get  started.  There's  plenty 
of  assistance  available  to  help  you  be- 
gin exporting,  or  increase  your  present 
export  level. 

The  U.S.  Department  of  Commerce 
and  its  42  field  offices  will  give  you  the 
facts,  figures  and  people  you  need  to 
select  profitable  markets  overseas. 

Your  banker  will  help  you  simplify 
financing,  insurance  and  payment— 
as  well  as  give  you  leads  on  finding 
sales  agents  abroad. 

Start  today  with  the  coupon  below. 


Now  your  exports 

can  compete  with  theirs 

in  world  markets. 


o«iim^T«TEs  mp*rt«en^^ommerce   Mr.  Robert  P.  Beshar,  Di rector LMdll 
YJ  A  WH%  I   Bureau  of  International  Commerce 

U.S.  Department  of  Commerce 
Washington,  D.C.  20230 

I  want  to  know  more  about  export 
opportunities.  Please  send  me  your 
Introductory  Guide  to  Exporting. 


BUREAU     OF     INTERNATIONAL     COMMERCE 
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RCA  adds  some 
local  color  to  Old  Vienna. 


The  Vienna  Opera.  Cafes  on  broad, 
tree-lined  streets.  The  Danube  River. 
Majestic  old  palaces.  The  Vienna  Woods. 

That's  the  kind  of  local  color  that  makes 
Vienna  one  of  the  most  beautiful  cities 
in  the  world. 

Soon  Oesterreichischer  Rundfunk  Gmbh. 
(ORF),  the  Austrian  broadcasting  agency, 
will  add  more  color  to  Old  Vienna. 


The  most  sophisticated  color-television 
broadcasting  in  all  of  Europe. 

Already  one  of  Europe's  most  experi- 
enced broadcasters,  ORF  is  adopting 
American  methods  and  totally  integrating 
management  and  technical  operations  for 
the  first  time  on  the  Continent. 

RCA  is  helping  bring  it  about. 

ORF  is  building  one  of  the  world's 


finest  color  television  centers  in  Vienna. 
And  they're  equipping  it  with  a  complete 
color  studio  system  by  RCA. 
■  The  $6.2  million  system  includes  every- 
thing that  goes  into  total  color  television 
production.  Live,  filmed  and  taped. 

A  project  team  from  RCA  Ltd.,  a  sub- 
sidiary company  in  Great  Britain,  helped 
ORF  design  the  center.  And  RCAs 
Communications  Systems  Division  is 
making  the  equipment. 

ORF  chose  us  because  we  make  more 
kinds  of  broadcasting  equipment  than 
anyone  else.  Besides,  we  have  the  man- 
power ORF  needs  to  help  plan  and  install 
the  system,  and  then  operate  and  maintain, 
it  until  we've  trained  the  Austrians  to  use 
the  new  equipment  themselves. 

And  since  ORF  is  adopting  American 
management  and  programming  methods, 
we're  also  sharing  our  experience  in  those 
areas  with  them. 

RCA  is  helping  make  colorful  things 
happen  in  other  parts  of  the  world,  too. 

Radio-Television  Belgrade,  Yugoslavia's 
biggest  station,  is  converting  to  color  pro- 
gramming with  $  1.5  million  worth  of 
RCA  equipment. 

And  the  Philippines'  ABS-CBN,  the 
largest  and  best-equipped  broadcasting 
complex  in  Southeast  Asia,  has  been 
broadcasting  in  color  with  RCA 
equipment  since  1967. 

RCA  got  color  television  off  the  ground 
in  the  United  States.  Now  we're  doing  the 
same  for  other  countries. 

Local  color  has  a  way  of  getting  around. 

To  find  out  how  to  add  color  to  your 
locality,  write  RCA,  Dept.  B.,  Building  15-5, 
Camden,  New  Jersey  08102. 
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We  can  make  a  date  for  you  to  see 

Amy,  Kansas;  Celeste,  Texas;  Edith, 

Oklahoma;  LaVerne,  California; 

Vera,  Oklahoma;  and  Winnie,  Texas. 

They  are  part  of  more  than 

2,100  stations  on  the  Santa  Fe 

transportation  system  that  offer 

opportunities  for  plant  locations 

and  real  estate  projects.  ■  All 

together  we  have  over  48,000 

acres  ready  for  development  in 

large  cities,  small  towns  and  rural 

areas.  ■  For  information  just  call 

or  write:  Real  Estate  and 

Industrial  Development, 

80  East  Jackson  Blvd., 

Chicago,  III.  60604, 

Telephone:  (312)  427-4900. 

■  How  about  ISABEL,  Kansas; 

LUCY,  New  Mexico;  ETHEL, 

Missouri — we  have  a  long 

list  of  dates  for  you! 


Santa  Fe 


— The  complete 
transportation  company 

moving  by  rail,  truck,  air  freight, 
pipeline  and  land  development. 


Santa  Fe 


Trends 

&  Tangents 


WASHINGTON 


Blunt  Talk 

Washington  bureaucrats  are  sel- 
dom laconic,  but  Civil  Aeronautics 
Board  Chairman  Secor  D.  Browne 
recently  set  an  example  for  his 
brethren.  When  asked,  at  the  end 
of  a  Forbes  interview,  about  the 
four  proposals  he  had  submitted  to 
the  White  House  without  recom- 
mendation for  helping  troubled 
Pan  American  World  Airways, 
Browne  expounded  on  the  short- 
comings of  all  four,  tben  added: 
"There  are  other  things,  though, 
that  can  be  done  within  the  airline 
itself,  such  as  management."  And 
there  he  stopped. 


BUSINESS 


Oil  in  the  Underbelly? 

While  fresh  lawsuits  plague 
Alaska's  North  Slope  oil  find,  the 
Interior  Department  has  grown  se- 
rious about  possible  oil  off  Alaska's 
much  warmer  southern  underbelly. 
It  may  move  to  sell  offshore  leases 
after  evaluating  test  results  by 
more  than  a  dozen  oil  companies 
in  the  Gulf  of  Alaska  off  Katalla. 
"We  believe  there's  a  heck  of  a  lot 
of  oil  there,"  says  an  Interior 
spokesman.  If  winter  waves  can 
be  licked,  Katalla  oil  might  be  far 
cheaper  to  transport. 

The  Buy  Pass 

Looking  for  a  Christmas  pick- 
me-up?  So  is  the  National  Retail 
Merchants  Association,  which  has 
just  begun  the  first  national  cam- 
paign aimed  at  quelling  the  grow- 
ing problem  of  shoplifting.  In  fact, 
they  are  looking  year-round:  Shop- 
lifting has  increased  221%  in  the 
decade,  with  retail  losses  running 
at  a  shivery  $8  million  per  day. 

Dubious  Victory 

The  10-million-car  year  Detroit 
automakers  talked  ot  and  dreamed 
of  lor  so  long  looks  as  though  it 
is  here  in  1971,  aided  by  the  im- 
pending excise  tax  repeal.  But  the 
triumph  has  a  bittersweet  qua!  ty. 
While  many  U.S.  makes,  led  l>\ 
Ford  and  Chevrolet,  are  setting  rec- 
so  are  the  imports— in  the 
el   'he  controversial  tariff  sur- 


charge. So  as  the  U.S.  makers  sell 
10  million  cars  and  2  million  trucks, 
the  importers  will  probably  sell  1.5 
million  or  more. 

Hot  Bonds 

In  a  promising  new.  approach  to 
stopping  the  $l-billion  of  back-of- 
fice security  thefts  each  year,  the 
documents  to  be  protected  are 
coated  with  a  radioactive  substance 
that  will  activate  an  alarm  if  they 
are  removed  from  the  room.  Said  to 
trigger  the  alarm  even  if  the  docu- 
ments are  encased  in  lead,  the  coat- 
ing (a  secret  formula  developed  by 
Battelle  Laboratories)  is  bonded  to 
the  paper.  Earlier  variants  em- 
ployed a  sensitized  tape  that 
thieves  could  remove. 

Well-Laid  Plans  Dept. 

How  do  you  boost  lagging  sales 
of  a  luxury  car  like  Ford's  Thun- 
derbird?  One  way  is  to  let  business- 
men rent  it  at  standard-car  rates 
from  Hertz.  So  Ford  made  the  of- 
fer to  600,000  American  Express 
credit-card  holders,  and  so  many 
responded  that  Hertz  could  provide 
T-birds  to  only  about  half.  So  Ford 
feels  the  promotion  has  caused 
"tremendous  problems."  But  Hertz 
isn't  complaining.  It's  getting  the 
T-birds  at  standard-car  prices.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  □  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 
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(please  print) 


New  Address: 
I      


City 


State 


Zip 


F-4826 
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THE  PRODUCT  GETS  SMALLER 
ND  THE  POTENTIAL  GETS  BIGGER 


They  do  more.  Faster.  With  greater  reliability.  In 
more  compact  packages.  That's  what's  happened  to 
communications  devices  in  the  past  twenty  years. 
Martin  Marietta  is  part  of  that  past  And,  more  im- 
portantly, an  expanding  force  in  the  future. 

Take  our  new  paging  system  for  doctors,  execu- 
tives, technicians.  It  is  now  being  installed  by  Penn- 
sylvania Bell  in  Pittsburgh,  and  soon  is  to  be  available 
to  subscribers  of  Wisconsin  Telephone  Company  in 
Milwaukee,  Racine  and  Kenosha.  The  tiny  pocket 
paging  receiver  i  above'  weighs  about  four  ounces, 
yet  it  can  distinguish  your  call  from  a  thousand  others 
on  the  same  frequency.  Totally,  this  system  is  flexible 
enough  to  operate  in  systems  having  from  200  to 
2.i mi), 000  subscribers.  Yet  its  central  equipment  re- 
quires only  one-eighth  the  space  of  conventional  urtits. 

But  Man  Talking  to  Man  is  just  a  part  of  our  com- 
munications effort.  New  Martin  Marietta  devices 
permit  machines  to  talk  to  machines,  quickly,  econom- 
ically, over  great  distances.  One  of  our  "multiplex" 
sy .-terns,  designed  for  high  speed  transmission  of  data 
from  many  sources  at  once,  is  at  the  heart  of  a  pro- 
posed nationwide  network. 

Is  there  continued  growth  ahead  for  the  little  big 
world  of  communications?  The  forecasts  say  yes. 
Martin  Marietta,  moving  rapidly  ahead  in  systems 
design  and  manufacture,  agrees. 


M/XFtTIH  MARIETTA 

277  Park  Avenue.  New  York.  NY  10017 
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technoloav  systems  and  aluminum. 


Asbestos 

There  could  be  a  lot  more  tragedy 
in  the  theater  without  it. 

It's  been  a  long  time  since  the  vaudeville  curtains  with 

"Asbestos"  printed  across  the  front.  But  even  though 

theatergoers  no  longer  see  the  word,  asbestos  is  still  there 

to  protect  them  against  fire.  In  curtains  at  New  York  s 

l  inroln  Center,  for  example. 

Asbestos  is  a  unique  material-incombustible,  lightweight 

and  tough,  indispensable  for  hundreds  of  protective  uses- 
in  industry,  in  homes  and  public  buildings,  in  cars  and 
trucks,  on  ships  at  sea,  even  on  spacecraft. 
Without  asbestos,  life  for  all  of  us  would  be  a  lot 
more  hazardous. 

ASBESTOS  INFORMATION  ASSOCIATION /North  America 


22  East  40th  Street  •  New  York  10016 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


IT'S   NONE   OF  THE   BOSS'S   BUSINESS 


Too  man)  corporate  employers  are  too  blamed  pre- 
sumptuous  in  their  employment  procedures.  What  earthly 
right  has  a  prospective  employer  to  require  lie  detector 
tests  tor  job  applicants?  Urinalysis?  Fingerprints?  Ac- 
tual and  quasi  and  psendo  psychoanalysis.-' 

It's  now  mostly  illegal  tor  employers  to  discriminate  in 
hiring  on  the  !>asis  of  race,  color,  creed,  se\  and  sex 
preferem  es, 

There  are  rare  exceptions  when  one  thing  or  the  other 
may  l>e  relevant  to  a  verj  particular  job.  But  these  in- 
stances should  be  infinitely  more  rare  than  present  pre- 
sumptuous practices  by  man)  companies. 


A  day's  work  for  a  day's  pay  is  an  employer's  right 
to  expect. 

A  day's  pay  lor  a  day's  work  is  the  employee's  right 
to  expect. 

Getting  or  giving  more  by  either  is  an  option. 

Check  your  own  personnel  procedures  and  if  you're  in- 
vading a  person's  privacy,  stop  it. 

Before  tin-  courts  and  the  law  do. 

And  before  you  lose  more  good  young  people— the  able 
ones  are  and  always  will  be  in  short  supply. 

They  think  their  life  is  their  business,  and  that  only  tlie 
caliber  of  their  work  at  your  business  is  your  business. 


HOW  CAN  TREASURY  SECRETARY  CONNALLY  BE  A  WINNER? 


If  he  loses  the  fight  against  inflation  and  unemploy- 
ment, he  loses. 

If  he  wins  the  fight  against  inflation  and  unemploy- 
ment,   President   Nixon    will   be  a   reelection   shoo-in   and 


won't  need  a  vote-attracting  running  mate. 
So  if  Connally  wins,  he  loses. 
It  would  seem. 
But  I  wouldn't  bet  on  it. 


NEWEST   "IN"   COLOR 

Tattletale  gray. 

Ever  since  ecology  jumped  out  of  the  dictionary  and  hit 
the  fan. 

It's  about  time  for  some  smart  sheet,  shirt  and  under- 
garment maker  to  come  out  with  all  that  stuff  in  this 
newest  patriotic  shade  so  that  nobody  who  sees  the  house- 


wife's freshly  laundered  laundry  will  think  for  a  minute 
that  she  used  any  of  that  get-things-whiter  stuff  you're 
not  supposed  to  use  any  more. 

The  dirtier  your  laundry  looks,  the  cleaner  everything 
else  is. 

I  guess. 


HOSPITALS   FALL  OUT  OF  BED 


Imagine,  hospitals  are  short  of  customers.  Throughout 
the  country  the  percentage  of  bed  occupancy  is  follow- 
ing the  path  of  airline  seats.  The  empties  are  up  and 
the  take  is  down. 

A  lot  of  reasons,  assorted  and  complex,  can  be  trotted 


out  to  explain  it,  but  you  and  I  know  there  is  really 
just  one— only  the  very  rich  and  the  very  poor  can  af- 
ford to  be  sick  these  days. 

Hospitals    have    priced    their    beds    right    out    of    the 
market. 
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BIG  FAMILIES  ARE 

My  wife  and  I  recently  celebrated  our  25th  wedding 
anniversary  with  a  wee  gathering  of  our  neighboring 
friends.  That  same  affair  also  celebrated  the  engagement 
of  our  third  eldest  son.  Earlier  this  year  we  had  a  bash 
preceding  the  June  wedding  of  our  eldest  boy. 

A  number  of  the  close  friends  present  at  both  occa- 
sions sometimes  also  join  us  at  family  gatherings  to  mark 
birthdays  of  one  or  more  of  the  seven  of  us,  and  at  grad- 
ual ions  or  other  events  momentous  to  the  one  concerned. 

One  of  those  too  frequently  honored  by  these  Forbes 
milestones  joked  as  she  placed  a  silver  anniversary  gift  in 
my  wife's  hand  and  a  delightful  object  in  the  hands  of 
our  son's  fiancee,  "It's  pretty  expensive  to  be  good  friends 
with  a  big  family!" 

Those  who  do  not  have  to  raise  many  quip  that  it's 
cheaper  by  the  dozen  for  those  who  do.  But  it  sure  is  more 
expensive  for  those  who  do  not,  to  know  well  those  who  do. 


*   *   #   * 


Speaking  of  weddings  and  welcoming  in-laws,  I  am  re- 
minded of  a  delightful  article  that  appeared  a  while  ago 
in  Realites  about  a  problem  that  neither  my  wife  nor  I 
ever  resolved  with  our  own  in-laws: 

"An  English  poll  we  liked  reveals,  according  to 
London's  Sunday  Times,  that  newlyweds  are  high- 
ly embarrassed  about  what  to  call  their  mothers- 
and  fathers-in-law. 

"Brides,  it  seems,  would  like  to  call  their  par- 


EXPENSIVE  TO  KNOW 

ents-in-law  Mummy  or  Daddy,  while  most  bride- 
grooms would  choose  to  use  the  first  names  or 
nicknames. 

"Not  all  in-laws,  however,  encourage  such  fa- 
miliarity. Depending  on  the  generation  gap,  a  fa- 
ther-in-law may  want  to  be  called  Father  or  even 
Sir  by  his  son-in-law,  and  a  mother  may  be 
shocked  by  anything  more  intimate  than  Mother. 

"The  ordeal'  of  calling  in-laws  anything  is  so 
agonizing  for  over  10  per  cent  of  the  young  hus- 
bands (and  over  5  per  cent  of  the  young  wives) 
that  they  simply  refer  to  them  as  'er'  or  'mm.' 

"Mumbles  are  no  solution  when  a  letter  must  be 
written.  One  shy  husband  wrote  'Dear  Mother  ( in- 
law)' and  another  circumvented  the  problem  by 
writing  'Dear  Both.' 

"The  arrival  of  a  child  eases  the  strain  for  about 
15  per  cent  of  the  households  because  in-laws  can 
then  be  called  'Grandpa'  and  'Grandma,'  terms 
wluch  don't,  somehow,  stick  in  the  craws  of  the 
embarrassed  couples.  One  young  wife  interviewed 
said  that  after  five  years  of  marriage— apparently 
with  no  children— she  decided  to  end  her  agonizing 
about  what  to  call  her  mother-in-law  and  call  her 
by  her  first  name.  One  day  she  got  up  her  cour- 
age, and,  for  the  first  time,  forced  out  the  name 
Joan.  Her  mother-in-law's  name  is  Margery." 


THE  MORE  THE  WORSE 


Why  is  it  in  restaurants  that  the  fewer  the  customers 
and  the  greater  the  number  of  captains,  waiters  and  bus- 
boys,   the   lesser  the   possibility   for   satisfactory   service? 

It  is  invariable  and  apparently  inevitable  that  in  any 
restaurant,  be  it  large  or  small,  posh  or  plain,  priceless  or 
affordable,  at  full  staff  and  half  full,   trying  to  get  the 


captain's  eye  or  a  waiter  to  wait  involves  a  longer  than 
usual  wait. 

It  seems  that  with  too  few  customers  to  demand  atten- 
tion to  the  job,  all  hands  have  to  natter  with  one  another, 
disappear  for  smokes  and  snacks  and  in  general  tend  to 
everything  but  their  job. 


SERVE  THE  PUBLIC 

We  all  deplore  surly  waiters  and  haughty  captains,  who 
can  do  as  much  to  bring  on  ulcers  as  some  of  the  food 
they  serve.  But,  ts  you  may  have  noticed,  some  customers 
sometimes  can  be  so  rude,  crude  and  arrogantly  unat- 
tractive that  even  saintly  thee  and  me  would  be  tempted 
t"  spill  evei  in  their  laps. 

You  know  some  of  the  types— psychologists  tell  us  it 
represents  insecui  something-who  sniff  and  complain 

about  every  dish  and  think  sending  tilings  back  impresses 
witnesses.  As  indeed  it  does— unfavorably. 


AND  BE  DAMNED 

Others  who  snap  their  fingers  imperiously  to  summon 
waiters  and  who  address  them  in  a  tone  of  voice  usually 
reserved  for  mothers-in-law. 

Oh,  we  the  public  can  be  exasperating,  inconsiderate 
and  sometimes  bearing  a  bearing  beyond  bearing.  It's  not 
unreasonable  to  suppose  that,  after  several  such  in  a  day 
and  many  in  a  week,  sometimes  all  hands  in  a  restaurant 
get  fed  up,  so  to  speak. 

Maybe  if  we  mind  our  own  manners  a  bit  more,  more 
waiters  will  find  it  easier  to  mind  theirs. 


'TSA  FACT 

Anticipation  Is  most  of  the  fun  but  it  takes  realization 
of  the  anticipated  to  realize  it. 
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COSTLESS  HIGH 

There  are  more  kicks  in  doing  someone  good  than  in 
doing  someone  in. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


In  the  course  of  the  years,  General 
Electric  Credit  has  financed  or  leased 
tugboats,  heavy  construction 
equipment,  jet  aircraft,  machine  tools, 
and  commercial  fishing  fleets.  Even 
entire  plants  and  facilities! 
We've  provided  credit  for  consumers, 
too  —  enabling  them  to  enjoy  the 
things  they  want  without  waiting  to 
"save  up"  for  them. 
And  we've  helped  distributors  and 
retailers  grow  by  providing  competitive 
finance  plans  that  build  sales. 


Actually,  we're  specialists  in  a  wide 
range  of  fields  in  which  we  tailor-make 
plans  to  fit  individual  needs. 
And  —  like  our  parent  company  — 
we're  innovators,  too! 
So  if  you'd  like  to  learn  about 
imaginative  new  ways  to  use  financing, 
talk  to  our  "Answer  Men."  They'll 
develop  the  right  program  to  help  you 
make  the  most  of  your  money.  And  ours. 
Remember:  at  General  Electric  Credit, 
we  finance  and  lease  some  of  the  most 
un-electric  things  imaninahlp 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

Stamford,  Connecticut  06902  •   (203)  327-7700 

Equipment  and  Fleet  Leasing 

Commercial   and  Industrial  Time  Sales   Plans 

Capital  Loans  and  Real  Estate 

Accounts  Receivable  and  Inventory  Financing 

Consumer  Credit     
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Our  annual  revenues  are 
$2.5  billion. 

That's  almost  4  times  greater 
than  10  years  ago 


Tenneco's  annual  revenues  have  increased  over 
372%  since  1960.  And  that  puts  them  well  over  the 
$2  5  billion  mark.  As  of  now. 

If  this  suggests  that  we  have  an  enviable 
record  of  growth,  you're  right.  In  just  27  years  we 
have  come  from  nowhere  to  rank  among  the  top 
companies  in  America 

But  we're  not  complacent.  We're  working  and 
planning  for  continued  growth.  In  all  our  areas  of 
operation: 

Shipbuilding:  Our  Newport  News  Shipbuilding 
complex  has  the  most  orders  in  its  history— over 
$1  billion  in  total.  For  the  design  and  construction  of 
merchant  and  Navy  ships  including  nuclear-powered 
vessels  Plus  related  industrial  products. 

Pipelining:  Our  Tennessee  Gas  Transmission 
system  serves  public  utilities  in  25  states  with  130 
million  population  We  provide  over  1.79  trillion  cubic 
feet  of  natural  gas  a  year  through  the  world's  largest 
pipeline  system. 

0/7:  Our  Tenneco  Oil  Company  is  developing 
new  oil  and  gas  fields  in  the  Gulf  of  Mexico  and  in  the 
Gulf  Coast,  Rocky  Mountain  and  Mid-Continent  States. 
Under  exploration:  areas  around  the  world  larger  in 
total  acreage  than  the  State  of  California. 

Chemicals:  Our  Tenneco  Chemicals  group 
builds  sales  through  its  concept  of  total  industry 
service  For  example,  we  serve  the  textile  industry 
through  researching,  testing,  and  formulating  of 
'hundreds  of  specific  products  for  hundreds  of  specific 
needs.  For  bleaching,  dyeing,  color-fixing,  foam- 
bonding  and  laminating,  sizing,  coating,  stain- 
proofing,  and  finishing. 

Auto  Components:  Our  Walker  Manufacturing 
Company  has  equipped  one  out  of  every  4  cars  on 


U.S.  roads  today  with  quality  exhaust  systems.  These 
systems  are  available  through  more  than  150,000 
dependable  neighborhood  garages  and  service 
stations. 

Agriculture/ Land  Development:  Our 
Heggblade-Marguleas-Tenneco  agricultural  company 
is  introducing  a  new  branded  line  of  fruits,  vegetables, 
and  nuts.  The  brand:  Sun  Giant®.  The  concept:  to  allow 
fruits  and  vegetables  to  ripen  naturally  and  then  rush 
them  by  truck,  train,  and  plane  to  markets  across 
the  nation. 

Construction/ Farm  Equipment:  Our  J.  I.  Case 
Company  sells  more  backhoe-loaders  than  any  other 
manufacturer  of  construction  machinery.  With  our 
combined  Case-Davis-Drott  lines,  we  offer  the  most 
complete  range  of  digging,  trenching,  and  excavating 
equipment  in  the  world. 

Packaging:  Our  Packaging  Corporation  of 
America,  producer  of  billions  of  containers  and  cartons 
for  our  nation's  favorite  products,  has  created  a  new 
market  with  a  new  kind  of  gift  packaging.  Petitotes™, 
now  available  in  department  and  stationery  stores  and 
gift  shops,  fold  out  in  an  instant  into  novel  and 
attractive  gift  packages.  They  not  only  simplify 
gift-giving— they  make  it  more  fun.  And  they're 
reuseable,  too. 

These  are  just  a  few  of  the  things  we're  doing 
to  keep  on  building  our  revenues.  And  by  building 
our  revenues,  to  keep  on  building  our  businesses. 
Tenneco  Inc.,  Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS.  /jENNECO 


Tenneco 


The  newXerox 
usiness  machine. 


oesrft  copy  anything  and 
nothing  can  copy  it. 


Xerox  is  meticulous  about  the  quality  of 
its  products  in  the  fields  of  education, 
business  equipment,  and  computers. 
They  are  just  as  meticulous  about  the 
quality  of  the  aircraft  they  buy.  Xerox  has 
just  taken  delivery  on  the  one  hundredth 
Gulfstream  1 1  made  by  Grumman. 

It  has  long  been  our  contention  that  the 
one  characteristic  shared  by  all  corpora- 
tions who  own  Gulfstreams  is  progressive 


management.  That's  because  modern 
management  men  realize  the  full  sales 
potential  of  this  aircraft  of  the  70's.  Only 
a  Gulfstream  1 1  offers  the  features  of 
range,  speed,  comfort,  and  utility  that 
make  this  fan  jet  such  a  dynamic 
sales  tool. 

Xerox  reflects  enlightened  manage- 
ment. We  welcome  them  to  the  ranks  of 
Gulfstream  owners. 


GRUMMAN  ^EI^OeP@^[ 
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Hot  Potato  (Maritime  Division) 

Poor  U.S.   Lines!   Waiter  Kidde  doesn't   want  her.   RJR 
does,  but  probably  can't  have  her.  Where  does  she  turn? 


Hot  potato  is  a  game  companies 
sometimes  play,  too.  The  object  of  the 
game:  Whoever  gets  caught  holding 
the  potato  is  a  loser.  Unless  he's  the 
last  player  left,  that  is. 

At  the  moment,  over  $65  million 
is  riding  on  a  corporate  hot-potato 
game  between  conglomerate  Walter 
Kidde  and  the  R.J.  Reynolds  Indus 
tries  (see  p.  30).  The  potato  is  a  bit 
unwieldy.  It's  the  once-proud  U.S. 
Lines  Co.,  with  S279  million  in  assets 
and  $124  million  in  revenues. 

For  about  a  year  now  Kidde  lias 
been  trying  to  pass  the  potato  to  RJR. 
RJR  is  willing  to  play,  but  there's  a 
referee,  and  the  referee  won't  let  it. 
Reason:  RJR  already  owns  U.S.  Lines' 
big  competitor,  Sea-Land. 

Already  Kidde's  fingers  have  been 
pretty  badly  burned.  For  openers, 
Kidde  decided  to  try  to  operate  U.S. 
Lines  without  subsidy  starting  in 
1970,  thereby  causing  U.S.  Lines' 
earnings  to  fall  from  $8  million  in 
1969  to  a  loss  of  $3  million  in  1970. 
Then  it  decided  that  the  eight  new 
Lancer-class  containerships  USL  had 
ordered  starting  in  1964  at  a  cost  of 
|7fl  million  were  not  enough.  In  June 
1969  it  ordered  the  conversion  of 
eight  large  Mariner  ships  at  a  cost  of 
$42  million.  In  a  steadily  worsening 
credit  crunch,  that  was  far  more  capi- 
tal than  highly  leveraged  USL  could 
afford  (or  highly  leveraged  Walter 
Kidde  could  underwrite).  Kidde 
tried  to  charter  its  ships  to  the  Sea- 
Land  subsidiary  of  RJR,  but  the  re- 
feree, the  Federal  Maritime  Commis- 
sion, objected.  Meanwhile  Kidde's 
stock  had  fallen  from  63  (pre-U.S. 
Lines)  to  a  1970  low  of  15,  making 
other  acquisitions  more  expensive. 

Then  Kidde  agreed  to  sell  the  hot 
potato  to  RJR  on  Nov.  9,  1970  for 
$65  million.  It  wrote  off  a  $42-million 
loss  on  its  original  investment. 

For  the  past  year,  the  referee  has 
forced  Kidde  to  hold  the  potato.  The 
proposed  merger  has  been  bogged 
down  in  hearings  before  the  FMC. 
It  is  also  blocked  by  a  preliminary 
injunction  resulting  from  a  Justice  De- 


partment suit  in  a  New  Jersey  court 
and  a  diversionary  jurisdictional  dis- 
pute which  Kidde  and  RJR  have 
taken  to  the  U.S.  Supreme  Court. 

As  of  Nov.  9,  1970,  the  date  of  the 
merger  agreement,  Kidde  took  USL 
off  its  books.  It  argued  that  it  has  a 
contractual  commitment  to  sell  USL, 
and  relinquished  all  claims  to  its  prof- 
its or  losses.  So  Kidde  Chairman  Fred 
Sullivan  has  made  USL  invisible— the 
company  has  gone  a  full  year  now 
with   no   public   financial   statements. 


Sullivan  remarked,  "We  don't  want  it 
back  because  of  the  earnings  uncer- 
tainty, the  high  capital  requirements 
and  the  specialized  skill  it  requires." 
And  under  a  supplemental  agreement 
with  Kidde,  RJR  has  agreed  in  effect 
to  find  another  corporate  parent  for 
USL  or  dispose  of  its  assets  in  some 
other  way  if  the  merger  is  disapproved. 
As  invisible  as  a  fleet  of  Flying 
Dutchmen,  U.S.  Lines  seems  doomed 
to  sail  upon  an  apparently  endless  sea 
of  lawsuits  and  uncertainties.  It  could 


Yet  Sullivan  has  been  taking  into  earn- 
ings the  $5  million  in  interest  on  the 
$65  million  that  RJR  is  supposed  to 
pay  Kidde  even  if  the  merger  doesn't 
go  through.  At  the  moment,  at  least, 
interest  payments  are  only  on  paper. 

Kidde  is  still  obliged  to  see  to  it 
that  U.S.  Lines  is  operated  in  a  "rea- 
sonably prudent  competitive  man- 
ner." Still,  USL  capital  spending  has 
ground  to  a  halt,  dropping  from  $54.5 
million  last  year  to  $9  million  this 
year.  Kidde  has  advanced  USL  $9 
million  in  working  capital  so  far  this 
year  ($2  million  of  which  has  al- 
ready been  repaid) .  Rut  Kidde's  banks 
will  not  permit  it  to  put  up  another 
dime  for  USL,  say  Kidde  spokesmen. 

Meanwhile,  Fred  Sullivan  has,  on 
a  number  of  occasions,  stated  that 
Kidde  definitely  doesn't  want  to  take 
USL  back  if  the  merger  with 
RJR  is  disapproved.  In  an  interview 
with  a  Wall  Street  Journal  reporter 
published  on  Sept.   22,  for  example. 


have  one  of  two  entirely  different 
groups  of  stockholders  in  the  near  fu- 
ture and  perhaps  the  fifth  change  of 
management  in  six  years.  How  do  you 
plan  under  these  circumstances?  Fi- 
nance? Ruild  and  hold  staff? 

To  Sea-Land,  U.S.  Lines  is  a  beau- 
tiful potato:  USL's  16-ship  container 
fleet,  second  only  to  Sea-Land's  in  ca- 
pacity, is  widely  considered  to  be  the 
finest  afloat.  Far  better  than  the  Sea- 
Land  fleet,  which  consists  primarily 
of  small,  slow,  converted  World  War 
II  vessels.  With  the  USL  fleet,  Sea- 
Land  would  have  around  88%  of  U.S. 
flag  container  capacity  and  the  mod- 
ern ships  it  badly  needs  to  become 
more  competitive  commercially.  Now 
it  makes  the  overwhelming  percent- 
age of  its  shipping  profits  from  mili- 
tary traffic,  chiefly  to  Vietnam— traffic 
that  is  sure  to  dwindle.  In  the  first 
three  quarters  of  1970,  for  example, 
Sea-Land  earned  $7.6  million  on  com 
mercial  shipping,  but  $41   million  on 
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military  contracts  and  Vietnam  traffic. 

But  even  if  Sea-Land  doesn't  get 
the  potato,  it  stands  to  gain.  In  effect, 
its  major  competitor  has  been  neu- 
tralized for  several  years  at  a  critical 
moment.  Indeed,  in  testimony  before 
the  FMC  in  October,  one  of  RJR-Sea- 
Land's  principal  witnesses  conceded 
that  "it  would  obviously  be  a  tre- 
mendous advantage  to  Sea-Land  to  be 
rid  of  USL." 

However,  approval  is  not  very  likely 
at  this  time.  The  FMC  Examiner  rec- 
ommended against  it  on  Oct.  21. 
There  are  anritrusts  considerations. 
The  trade  unions  are  strongly  op- 
posed. So  is  American  Export  Indus- 
tries. Even  if  the  FMC  approved,  the 
case  would  probably  go  to  the  courts. 

Fog  Ahead 

Where  will  it  all  end?  That  is  pre- 
cisely the  question.  Nobody  knows. 
If  the  merger  is  turned  down  by  the 
FMC,  RJR  can  appeal  to  the  U.S. 
Court  of  Appeals.  But  even  if  the 
merger  is  finally  rejected,  Kidde  does 
not  have  to  take  the  company  back; 
and  under  the  supplemental  agreement 
RJR  must  find  an  alternative  buyer 
and  make  up  any  difference  between 
the  $65  million  and  the  eventual  sell- 
ing price.  But  that  supplemental 
agreement  may  be  struck  down  by 
the  Justice  Department. 

The  matter  could  drag  on  for  years, 
with  everybody  suffering:  Kidde  be- 
cause it  owns  the  ailing  line,  which 
it  must  continue  operating;  RJR  be- 
cause it  would  have  a  large  potential 
liability  hanging  over  it  without  any 
offsetting  assets;  U.S.  Lines  because 
it  would  hang  in  limbo;  the  whole 
U.S.  merchant  marine  because  some 
of  its  most  promising  equipment  would 
be  in  weak  hands. 

U.S.  Lines  itself  could  be  the  most 
serious  loser.  It  probably  made  some 
money  in  the  first  three  quarters  of 
1971,  but  the  current  East  Coast  dock 
strike  will  almost  certainly  put  it  in 
the  led  for  the  year.  It  already  has  a 
working  capital  deficit  ($23  million  as 
of  last  November),  and  was  in  de- 
fault on  bank  loans  for  several  months 
this  year  until  refinancing  was  ar- 
ranged at  high  interest  o 

In  the  end,  the  only  solution  may 
lie  in  the  political  rather  than  in  Un- 
economic sphere.  RJR  must  try  to  per- 
suade (  ongress,  tin-  courts,  the  un- 
ions and  its  business  rivals  that  only 
RJR  can  keep  U.S.  Lines  afloat,  and 
that  a  singli  powerl  unsubsidized 
representative  ol  tl 
high  se.is  is  certainly  ,  ferable  to 
several  weak  i 

Short  nl  something  like  this  the 
situation  may  turn  into  an  unhoK 
mess.  A  hot  potato  that  will  end  up 
burning  everyone  concerned.    ■ 


Rejuvenation? 


Hollywood's  grande  dame  is  trying  to  turn  into 
a  swinger.  The  new  look  is  not  very  becoming. 


It  looks  as  though  the  old  blue  chip 
of  the  movie  business  is  being  cashed 
in  for  a  stack  of  gambling  chips.  Met- 
ro-Goldwyn-Mayer  has  been  selling 
off  substantial  assets,  and  plans  to  re- 
invest in  gaming  ships  and  a  $75-mil- 
lion  Las  Vegas  hotel.  Eventually 
M-G-M  may  even  stop  making  mov- 
ies. It  has  already  curtailed  direct 
moviemaking,  and  now  chiefly  pro- 
duces films  in  partnership  with  others. 
M-G-M's  president  is  James  Au- 
brey, the  "Smiling  Cobra"  of  CBS 
fame;  its  board  chairman  is  Fred 
Benninger,  formerly  of  Flying  Tiger 
Line.  But  the  real  boss  is  Kirk  Ker- 
korian,  the  high-rolling  financier  who 
is  firmly  in  control  with  39%  of 
M-G-M's  stock.  Under  Kerkorian, 
M-G-M  has  recently  sold: 

•  Over  a  third  of  its  Culver  City, 
Calif,  movie  studio  for  $7.2  million. 

•  Its  London  film  studio  for  $4.3 
million. 

•  Fifteen  profit-making  theaters  in 
Australia  and  South  Africa  for  over 
$6.4  million. 

•  And  such  valuable  memorabilia  as 
Judy  Garland's  shoes  from  The  Wiz- 
ard of  Oz  at  $7,500  per  shoe. 

Taken  alone,  Kerkorian's  plans  to 
slim  down  M-G-M's  assets  aren't  sur- 
prising. A  close  look  at  the  company's 
fiscal  1971  P-&-L  statement  indicates 
that  M-G-M  made  only  a  marginal 
profit  on  new  films  this  year.  It  man- 
aged to  post  an  overall  profit  of  $16.3 
million,  on  declining  revenues  of  $169 
million,  largely  by  selling  assets  and 
leasing  old  movies  to  TV.  In  short, 
living  off  accumulated  fat. 

"Will  we  still  be  making  movies  in 
a  few  years?"  Kerkorian  repeats  a 
question.  "Honestly,  I  don't  plan  way 
down  the  line."  But  he  does  make 
one  thing  clear:  "We  are  not  going 
to  look  to  movies  for  the  bulk  of 
M-G-M's  profits  anymore." 

Familiar  Ground 

Where  then?  To  the  gambling  busi- 
ness— if  gambling  can  be  called  a  busi- 
ness. Las  Vegas  and  its  fringes  have 
been  Kerkorian's  life.  He  made  his 
first  millions  in  the  Fifties  buying  and 
selling  airplanes  while  ferrying  gam- 
blers to  and  from  Las  Vegas  on  his 
Los  Angeles-based  charter  airline.  He 
made  another  killing  in  the  mid-Six- 
by  acquiring  some  vacant  Las 
properly  just  before  out-of- 
state  investors  decided  to  build  Cae- 
sar's Palace  on  it.  He  got  a  cut  of  the 
casino  winnings  as  part  of  his  rent  un- 
til he  sold  out  for  $5  million  in  1968. 


Now  Kerkorian  is  heading  M-G-M 
into  his  favorite  business.  In  a  deal 
executed  by  Kerkorian  aide  James 
Aljian,  M-G-M  plans  to  buy  half  the 
site  for  its  proposed  $75-million  hotel 
from  a  group  that  includes  the  notori- 
ous Moe  Dalitz,  a  former  kingpin  of 
the  Cleveland  Syndicate.  The  price: 
$1.8  million.  The  other  half  of  the 
site  would  come  from  Kerkorian  him- 
self for  another  $5  million. 

"We  need  more  land  for  the  hotel 
site,  and  these  people  happen  to  own 
it,"  says  Kerkorian.  "I  don't  see  any- 
thing wrong  with  buying  a  piece  of 
vacant  property  from  these  people. 
What's  wrong  with  Moe?" 

High  Point 

How  did  M-G-M  and  Moe  Dalitz 
get  together?  That  story  goes  back  a 
few  years.  In  1968  Kerkorian  sold  his 
charter  airline  to  Transamerica  Corp. 
of  San  Francisco,  netting  $78  million 
cash  after  taxes.  At  around  the  same 
time,  he  borrowed  $73  million  un- 
secured from  Bank  of  America. 

With  the  money,  he  first  bought  30% 
of  Western  Air  Lines.  Then  he  built 
his  International  Hotel  in  Las  Vegas 
and  combined  it  with  the  Flamingo 
Hotel,  bought  for  $12.5  million  two 
years  before,  into  his  International 
Leisure  Corp.  That  company's  stock 
rose  from  a  $12  offering  price  to 
$66.50  by  mid-1969.  With  his  83% 
of  International  Leisure  and  30%  of 
Western,  Kerkorian  was  worth  well 
over  $300  million  on  paper. 

But  he  wanted  more.  He  put  up 
about  a  third  of  his  stock  as  collateral 
for  a  $72-million  loan  from  two  small 
European  banks.  He  used  the  money 
to  make  a  tender  offer  for  M-G-M. 
The  offer  succeeded  and  Kerkorian 
gained  39%  of  the  outstanding  com- 
mon, or  2.3  million  shares  at  $35  to 
$42  a  share.  But  the  European  loan 
was  high-interest  money,  nearly  13%, 
due  in  full  in  one  year. 

Kerkorian  wasn't  terribly  worried 
about  the  debt.  Apparently  he  planned 
to  sell  off  a  piece  of  International 
Leisure  in  a  secondary  offering  in  the 
hot  stock  market  of  the  late  Sixties. 
Thus  he  could  pay  down  the  one-year 
loans  and  get  working  control  of 
M-G-M,  while  maintaining  his  hold  on 
Western  and  International  Leisure. 

But  late  in  1969  the  stock  market 
started  falling.  Kerkorian  was  forced 
to  pledge  more  and  more  stock  as  col- 
lateral. Then— in  a  surprise  move— the 
Securities  &  Exchange  Commission 
blocked    the    International    secondary 
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on  what  appeared  to  be  a  technicality. 
Kerkorian  couldn't  produce  the  re- 
quired three-year  financial  statement 
for  the  Flamingo.  He  patiently  ex- 
plained that  the  former  owners  had 
refused  to  supply  it.  Still,  the  SEC 
and  the  Justice  Department,  which 
was  close  to  the  case,  said  no. 

Skimming  Trouble 

Why  was  the  SEC  so  adamant? 
Perhaps  because  the  hotel  was  al- 
ready under  investigation  for  "skim- 
ming'' casino  profits  while  Kerkorian 
was  negotiating  to  buy  it  in  1967.  "I 
didn't  know  about  that  investigation," 
says    Kerkorian.    "In    1967    when    I 


national  from  around  $39  to  $6; 
Western  from  $28  to  $6. 

By  mid-1971,  Kerkorian  owed  the 
Bank  of  America  $25  million  (bor- 
rowed to  pay  income  taxes)  as  well 
as  $47  million  to  his  European  lend- 
ers. Kerkorian  sold  off  the  rest  of  his 
International  stock  to  Hilton  for 
around  $25  million,  borrowed  rough- 
ly $50  million  short-term  from  B  of  A, 
and  paid  off  the  Europeans.  So  in  the 
end,  instead  of  getting  $28  million  for 
just  12%  of  International  Leisure 
Corp.,  he  had  to  sell  his  83%  holding 
for  around  $60  million— because  of 
the  Flamingo  "technicality." 

Today   Kerkorian   owes   about   $50 


bought  the  Flamingo  from  Morris 
Lansburgh  and  Sam  Cohen  [who  also 
own  the  Eden  Roc  and  other  Miami 
Beach  hotels],  I  thought  they  were 
the  most  honest  men  in  America." 

Disagreeing,  a  federal  grand  jury 
in  October  indicted  Cohen,  Lans- 
burgh and  five  other  former  Flamingo 
principals  for  conspiring  to  conceal 
$36  million  in  casino  earnings  between 
1960  and  1967— the  "skim"  money 
(some  $4.5  million  a  year)  flowing 
to  Florida,  New  York.  Switzerland 
and  elsewhere.  Among  those  indicted 
was  Meyer  Lansky,  the  reputed  head 
of  American  organized  crime,  who 
had  Hed  to  Israel  last  year  when  the 
Government  began  closing  in  on  the 
Flamingo. 

Meanwhile,  Kerkorian  was  in  deep 
financial  trouble.  He  sold  a  chunk  of 
International  to  Hilton  Hotels  Corp.. 
in  mid-1970,  reducing  the  loan  from 
$72  million  to  S47  million  and  extend- 
ing it  for  a  year.  But  VI-G-M  fell  from 
the  $35  to  $42  he  paid  to  $12;  Inter- 


million  to  Bank  of  America,  due  on 
demand.  That  loan  is  secured  by  Ker- 
korian's  still  substantial  holdings  con- 
sisting primarily  of  some  $90  million 
worth  of  Western  and  M-G-M  stock- 
on  whose  price  Bank  of  America  will 
be  keeping  a  very  sharp  eye. 

So  all  is  not  lost.  He  has  steered 
Western  into  a  pending  merger  with 
American  Airlines.  If  the  Civil  Aero- 
nautics Board  and  President  Nixon 
approve  the  deal  as  expected  early  in 
1972,  Kerkorian  could  end  up  with 
more  than  S90  million  worth  of  Amer- 
ican stock. 

Meanwhile,  Back  at  the  Studio  .  .  . 

But  M-G-M  is  another  story.  The 
recent  announcement  of  M-G-M's 
plans  to  build  three  $18-million  cruise 
ships  and  a  Las  Vegas  hotel  seems  to 
have  raised  more  questions  than  it  an- 
swered: Following  the  announcement, 
M-G-M's  stock  promptly  dropped  $5 
and  hasn't  rebounded  yet,  though 
Aubrey  and  Benninger  have  spent  a 


lot  of  time  lately  talking  to  financial 
analysts  and  newsmen. 

Aubrey  told  Forbes  that  investors 
mainly  didn't  understand  the  cruise 
ships;  but  the  Vegas  hotel  seems  to 
trouble  at  least  some  investors.  For  ex- 
ample, M-G-M  is  seeking  stockholder 
approval  at  its  annual  meeting  Dec.  9 
to  acquire  the  Bonanza  Hotel,  which 
Kerkorian  owns. 

What  about  the  price  M-G-M  is 
paying  for  the  Bonanza?  A  year  ago 
Kerkorian  foreclosed  for  $3.9  mil- 
lion after  former  owner  Levin-Towns- 
end  Computer  Corp.  was  unable  to 
sell  it  at  any  price.  The  Bonanza  has 
been  dark  ever  since.  M-G-M  will  pay 
about  $5  million,  the  exact  sum  Ker- 
korian claims  he  has  invested  in  it. 
Says  Aubrey:  "It's  quite  a  bargain.  We 
had  an  arm's-length  appraisal  of  what 
would  be  a  fair  price." 

M-G-M  would  also  buy  26  acres 
next  to  the  Bonanza— from  none  other 
than  Moe  Dalitz.  Jim  Aljian,  who  is 
also  M-G-M's  executive  committee 
chairman  and  a  director,  negotiated 
to  buy  the  adjoining  land  in  Septem- 
ber for  Kerkorian,  not  for  M-G-M. 
How  did  M-G-M  get  in  the  act?  "It 
looked  so  good  to  Aubrey,"  says  Al- 
jian, "that  in  October  he  asked  if 
M-G-M  could  go  ahead  with  it,  in- 
stead of  Kerkorian."  Kerkorian,  he 
says,  agreed  to  step  aside. 

Kerkorian's  Word 

Kerkorian  insists  he  is  "clean  as  a 
whistle."  He  told  Forbes:  "I  have 
never  knowingly  dealt  with  anyone 
with  any  criminal  activity.  I  swear  on 
my  children  that  that  is  true." 

What  about  testimony  given  before 
the  New  York  State  Joint  Legislative 
Committee  on  Crime  in  September, 
alleging  that  Mafioso  Charlie  Tourine 
tried  to  arrange  a  $5-million  airplane 
loan  for  Kerkorian  in  1961  or  1962? 
"I  talked  to  people  all  across  the  coun- 
try about  that  loan.  I  can't  say  wheth- 
er I  talked  to  Tourine  or  not." 

And  what  about  Lansky,  who  ap- 
parently owned  a  piece  of  the  Flamin- 
go when  Kerkorian  came  along  to  buy 
it  in  1967?  "I  don't  know  the  man. 
When  we  negotiated  the  Flamingo 
deal,  we  dealt  100%  with  Morris  Lans- 
burgh and  Sam  Cohen." 

Seated  in  his  Beverly  Hills  office, 
with  near-life-size  portraits  of  his  chil- 
dren in  the  background,  Kerkorian  as- 
sured Forbes:  "I  do  the  right  thing, 
and  I  trust  that  everything  will  be  all 
right.  Also,  we  pay  heavy  taxes— more 
than  $25  million  in  the  last  four  years. 
Would  you  say  that  a  guy  who  pays 
as  heavy  taxes  as  I  do  is  a  bad  guy?" 

But  the  issue  isn't  whether  or  not 
Kirk  Kerkorian  is  a  "bad  guy  "  The 
real  question  is,  is  Kerkorian's  direc- 
tion good  for  M-G-M?  ■ 
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Voyage  into  the  Unknown 

Richard  Joshua  Reynolds  was  a  pioneer  mass  merchandiser;  he  set  his  company 
on  a  course  that  remained  valid  50  years  after  his  death.  Antitrust  considerations 
have  tempted  his  successors  to  change  directions— with  unforeseeable  consequences. 


Bv  si  ness  prophecy  is  a  risky  busi- 
ness. A  decade  ago  it  would  have 
been  logical  to  assume  that  R.J.  Reyn- 
olds Industries  would  run  into  trou- 
ble because  of  the  health  scare. 
Wrong,  dead  wrong.  Since  1960 
Reynolds  has  added  almost  $1  billion 
to  its  sales  (to  $2.5  billion)  and  has 
actually  increased  its  net  profit  mar- 
gin from  a  way-above-average  7  cents 
on  the  sales  dollar  to  an  even  better 
8  cents,  which  lifted  total  earnings  to 
over  $200  million.  Last  year  Reynolds' 
return  on  equity  was  21%— better  than 
that  of  International  Business  Ma- 
chines—and its  recent  stock  perfor- 
mance has  been  nothing  short  of  sen- 
sational: up  50%  since  mid- 1968  in  a 
declining  market. 

Yet  Reynolds  does  have  real  prob- 
lems these  days,  though  of  quite  a  dif- 
ferent sort  than  anyone  would  have 
foreseen  in  the  early  days  of  the 
health  scare.  In  its  first  diversifica- 
tions away  from  tobacco— mainly  into 
food  specialties— Reynolds  did  very 
well.  It  did  well  because  it  stuck  to 


what  it  was  a  master  of:  mass  mer- 
chandising. But  since  1969  it  has  been 
moving  beyond  these  familiar  pas- 
tures, and  it  has  had  to  swallow  some 
unexpected  losses  in  the  course  of 
taking  some  still  unvindicated  risks. 

Which  is  what  makes  predicting 
so  risky:  When  trouble  comes,  it  usu- 
ally comes  from  a  surprise  direction. 

In  tobacco,  Reynolds  has  had  un- 
expectedly smooth  sailing.  Reacting 
shrewdly  to  the  cancer  threat,  it 
brought  out  in  quick  succession  its 
filter-tip  Winston  and  mentholated 
Salem  brands.  Within  five  years  it  had 
passed  previously  leading  American 
Tobacco  and  thereafter  never  looked 
back.  Today,  with  32%  of  the  ciga- 
rette market  vs.  Philip  Morris'  19% 
and  American's  18%,  Reynolds  gets 
some  73%  of  sales  and  86%  of  earn- 
ings from  tobacco. 

Its  early  diversifications  also  worked 
out  well.  After  all,  founder  Richard 
Joshua  Reynolds  (1850-1918)  was  a 
pioneer  of  mass  marketing,  and  Reyn- 
olds   remained    true    to    its    tradition 


when  it  acquired  Hawaiian  Punch  in 
1963,  then  Chun  King  foods,  College 
Inn  foods  and  Filmco  Packaging.  As 
the  bush-bearded  founder  said  just 
before  his  death:  "I  wrote  the  book; 
others  need  only  follow  it." 

Unfortunately,  the  founder's  book 
didn't  have  much  to  say  about  the  an- 
titrust ramifications  of  well-nigh  total 
success,  which  was  at  the  root  of 
Reynolds'  current  troubles.  One  of 
Reynolds'  early  acquisitions  had  been 
Penick  &  Ford,  a  corn  products  com- 
pany that  had  several  profitable  food 
specialties  (including  Brer  Rabbit  mo- 
lasses and  Vermont  Maid  syrup). 

In  1965  the  Justice  Department 
challenged  the  Penick  &  Ford  pur- 
chase, eventually  forcing  its  sale.  The 
divestiture  was  finally  completed  in 
September  1971  at  a  loss  of  $40  mil- 
lion, which  Reynolds  charged  to  re- 
tained earnings.  The  warning  was 
clear:  No  more  sizable  acquisition  in 
the  food  field.  For  a  company  the 
size  of  Reynolds,  it  was  now  all  but 
impossible  to  buy  anydiing  in  its  tra- 


The  spreading  dock  strike  has  helped  la  put  the  frown  on  the  face  of  Mai- 
com  McLean,  whose  Sea-Land  container  freight  system,  R.J.  Reynolds' 
biggest  diversification,  loses  more  money  every  day  the  strike  continues. 
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ditional  fields  big  enough  to  have  a 
significant  impact  on  sales  or  earnings. 
This  is  what  led,  in  1969,  to  the 
purchase  of  McLean  Industries,  whose 
Sea-Land  division  is  the  dominant 
containerized  freight  operation.  The 
price:  $550  million  total,  made  up  of 
SI 25  million  cash  and  $425  million 
worth  of  convertible  preferred.  It  was 
a  whole  new  field  and  thus  a  risk,  but 
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One  hand  washes  the  other  in  the 
Reynolds  empire,  as  Reynolds  Metals 
provides  wrap  for  Chun  King  foods 
and  for  R.J  Reynolds'  (and  the  U.S.') 
biggest-selling  cigarette,  Winston.  A 
Reynolds  Metals  strong  point  has 
been  its  consumer  products  business, 
which  accounts  for  some  1 5  %  of  sales. 


everybody  knew  that  the  future  profits 
in  ocean  freight  lay  in  containeriza- 
tion.  Sea-Land,  with  its  39  container- 
ships  and  thousands  ol  custom-built 
containers,  had  a  long  head  start  on 
the  competition.  It  was  a  natural: 
McLean  needed  cash  to  keep  up  its 
expansion,  and  Reynolds,  its  flow  of 
profits  rich  beyond  any  possible  need 
for  capital  in  its  established  lines,  had 

the  cash  to  spare. 

Less  than  a  year  later,  RJR  laid  out 
$55.5  million  for  control  of  American 
Independent  Oil  Co.  (Aminoil),  which 
operates  chiefly  in  the  Neutral  Zone 
between  Kuwait  and  Saudi  Arabia. 
Aminoil's  volume  this  year  is  running 
about  double  last  year's  $40  million; 
and  while  RJR  clams  up  about  its 
profits,  they  arc  believed  to  be  running 
$5  million  to  $10  million  a  year.  Its 
ace  in  the  hoi",  regarding  Kuwait,  is 
the  onlj  operating  desulphurization 
plant  thai  can  make  marketable 
Kuwait's  high-;  ulphur-content  oil. 
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The  year  1971  was  anticipated  as 
the  one  that  would  vindicate  the  judg- 
ment of  Reynolds'  management  on  its 
new  direction.  The  year  started  out  as 
though  it  would  do  just  that:  Ciga- 
rette sales  began  to  climb  again,  Sea- 
Land  earnings  rose  70%,  the  benefits  of 
a  1970  tobacco  price  increase  were 
still  being  felt.  RJR's  common,  de- 
pressed during  most  of  1970,  rose  to  a 
1971  high  of  69JL 

Then  came  the  West  Coast  dock 
strike,  followed  by  dock  walkouts  on 
the  East  and  Gulf  Coasts.  The  shut- 
down plunged  the  Sea-Land  opera- 
tion into  a  third-quarter  loss  of  near- 
ly $2  million,  enough  to  depress  over- 
all earnings   to   3%   below   the   earn- 
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ame    quarter   of    1970. 

A  dock  strike?  What  does  nonunion 
RJR  know  about  dock  strikes?  By 
now,  plenty,  and  the  education  lias 
not  been  pleasant.  "It's  like  a  vein 
being  opened  and  the  blood  draining 
out,"  says  RJR  President  David  Peo- 
ples. "On  the  West  Coast,  even  when 
they  do  send  a  crew  out  to  unload  for 
us,  they  send  a  guy  who  can't  run  the 
crane.  How  much  it  will  cost  us  de- 
pends on  how  long  it  lasts." 

In  the  ordinary  big  company,  dis- 
satisfaction over  such  problems  sur- 
faces slowly.  But  Reynolds  is  not  an 
ordinary  company.  Big  as  it  is— the 
market  value  of  its  common  is  some 


$2.2  billion— it  still  bears  many  of  the 
marks  of  a  family  company. 

From  Richard  J.  Reynolds  stemmed 
the  unusual  degree  of  involvement 
that  the  prolific,  colorful,  ill-starred 
Reynolds  family  (sec  box  below)  has 
had  in  the  company.  True,  none  of  his 
three  sons,  all  born  late  in  his  life, 
chose  to  work  for  the  company;  and 
his  closest  confidant,  nephew  Rich- 
ard S.  Reynolds,  soon  left  the  compa- 
ny to  found  Reynolds  Metals  (see  p. 
36).  But  when  R.J.  died,  his  control 
lived  on  through  his  protege,  Bow- 
man Gray,  himself  a  salesman  in  the 
old  R.J.  mold. 

Bowman   Gray,   his   brother  James 


and  his  son  Bowman  Jr.  ran  the  com- 
pany for  50  years;  even  today  the 
Gray-Reynolds  forces  are  still  in  pow- 
>er.  A  Gray  cousin,  Alexander  Gallo- 
way, is  chairman;  David  S.  Peoples, 
who  is  no  relation,  but  who  likes  to 
note  that  he  grew  up  with  a  branch 
of  the  Reynolds  family  in  Bristol, 
Tenn.,  is  president;  and  Reynolds 
nephew  William  Reynolds  Lynbrook, 
who  will  probably  step  up  to  the  pres- 
idency when  Galloway  retires  in  a  year 
or  two,  is  secretary  and  heads  the 
company's  diversification  committee. 

Beyond  this  is  a  large  direct  Reyn- 
olds family  ownership.  Still  alive  is 
Richard  J.  Reynolds'  daughter  Nancy, 


The  Reynolds  Saga:  The  Sweet  with  the  Bitter- 


In  later  years,  Richard  J.  Reyn- 
olds fostered  the  legend  that  he 
arrived  at  the  twin  villages  of  Win- 
ston and  Salem,  N.C.  as  a  barefoot 
illiterate  of  24,  having  come  from 
his  family  home  near  Nobusiness 
Mountain,  Va.  atop  a  wagonload  of 
his  father's  tobacco.  In  fact,  he  and 
his  brother  A.D.  attended  both  col- 
lege and  business  school  before  R.J. 
borrowed  enough  family  money  to 
build  his  first  factory  in  Winston  in 
1874.  By  1887  he  was  marketing 
86  different  brands  of  chewing  to- 
bacco, some  named  for  favorite  girl 


friends;  for  it  was  uncertain  what 
Josh  Reynolds  liked  best— liquor  or 
horses  or  the  girls  in  the  fancy 
houses  beyond  his  Depot  Street 
factories. 

Perhaps  he  loved  his  business 
best,  so  it  hurt  when  the  strains  of 
the  financial  panics  of  the  1890s 
put  him  in  the  power  of  James  B. 
(Buck)  Duke,  then  building  his 
American  Tobacco  trust  by  buying 
out  any  competitors  he  couldn't 
bankrupt.  As  grandnephew  Rich- 
ard S.  Reynolds  Jr.  tells  the  story, 
Buck   Duke   summoned   R.J.    to   a 


From  these  five  original  Reynolds  brothers  (R.J.   is  at  lower  left) 


New  York  hotel  room  in  1899  and 
told  him,  "I'll  give  you  $1  million 
for  two-thirds  of  your'  company  or 
I'll  break  you.  Take  your  choice." 
Reynolds  snapped  back,  "Buck,  my 
price  is  $3  million.  Otherwise  I'm 
going  to  walk  out  of  here,  and  for 
every  dollar  you  cost  me  I'm  going 
to  cost  American  Tobacco  a  hun- 
dred." Duke  wrote  the  check,  and 
Reynolds  wired  his  brothers,  "Pre- 
pare for  good  living." 

Even  widiin  the  American  To- 
bacco trust,  Reynolds  managed  to 
keep  a  large  measure  of  control 
over  his  own  operation,  preparing 
both  for  the  coming  shift  away 
from  chewing  tobacco  and  for  the 
expected  breakup  of  the  trust. 
Meanwhile,  he  used  Duke's  capi- 
tal to  build  new,  well-equipped 
factories,  reorganize  his  manage- 
ment along  lines  that  are  still  mod- 
ern, and  get  ready  to  bring  out  the 
first  truly  mass-market  cigarette. 

When  the  Supreme  Court  broke 
up  Duke's  trust  in  1911  and  thus 
gave  Reynolds  full  control  again, 
the  new  product  was  ready;  but  it 
almost  died  aborning  over  a  name. 
Theodore  Roosevelt  was  just  back 
from  a  much  heralded  trip  to  Ber- 
lin, so  young  Richard  S.  Reynolds 
had  an  artist  design  a  package 
with  a  picture  of  the  German  em- 
peror in  full  regalia  on  a  white 
charger.  R.J.  mulled  over  the  pro- 
posed package  for  "Kaiser  Wil- 
helm"  cigarettes  and  said,  "I  don't 
think  we  should  name  a  product 
after  a  living  man.  You  never  can 
tell  what  the  damn  fool  might  do." 

Introduced  in  1913  and  called 
"Camels"  instead,  the  new  brand 
soared  from  two-tenths  of  1%  to 
5035  of  the  national  output  by 
1921.  During  World  War  I,  Reyn- 
olds created  a  generation  of  loy- 
al customers  by  arranging  for 
free  Camels  to  be  given  away  to 
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has  grown  the  burgeoning  Reynolds  clan,  shown  gathered  here  over  175  strong  on  the  occasion  of  a  1970  reunion. 


American    doughboys    in    France. 
The  few   years   remaining   aftei 

the  dissolution  of  the  tnist  seem  to 
have  been  the  consummation  of 
R.J.  Reynolds'  life.  He  was  yetting 
back    control    of    his    business,    and 

he  was  engaged  in  a  highly  suc- 
cessful pioneering  marketing  ven- 
ture. And  in  1905.  at  age  55,  he  had 

finally    married   a   distant    cousin, 

who  soon  bore  him  four  children 
on  whom  to  lavish  affection. 

"He  was  a  wonderful  father," 
recalls   Mrs.   Nancy   Reynolds,   his 

last  surviving  child.  "I  still  remem- 
ber one  night  there  was  a  terrific 
thunderstorm  and  my  brother  Dick 
and  the  rest  of  us  ran  into  his  room 
and  hid  under  his  bed.  He  read  to 
us,  and  we  forgot  about  the  thun- 
der. He  loved  to  read  to  us,  but 
because  of  his  eyes  he  read  slowly, 
almost  one  word  at  a  time." 

The  somber  record  after  R.J.'s 
death  in  1918  is  the  record  of  a 
wealthy  family  whose  members  are 
at  once  fiercely  loyal  and  fiercely 
independent,  generously  public- 
spirited  and  impulsively  self-indul- 
gent. Rebelling  against  the  well- 
meaning  but  smothering  guardian- 
ship of  his  Uncle  Will,  Richard  J. 


Reynolds  Jr.  ran  away  to  sea  at  17, 
working  on  a  tramp  steamer  under 
the  nickname  of  "The  Carolina 
Kid."  He  eventually  returned,  but 
took  little  interest  in  the  compan) 

Ins  father  had  founded.  Instead,  he 
spent  his  time  building  his  $20-mil- 
lion-plus  inheritance  to  some  $50 
million  by  the  end  of  World  War 
II,  aided  by  investments  in  Coca- 
Cola,  Monsanto  and  Eastern  .md 
Delta  airlines. 

And  a  good  thing,  too.  When  he 
died  of  emphysema  in  1964,  he  left 
onlv  $10  million  to  S 1 2  million, 
drained  by  extensive  openhanded 
gifts  to  charity  and  by  two  of  the 
most  expensive  divorce  settlements 
ever  recorded  in  the  U.S.  His  fourth 
and  final  wife  followed  his  wishes 
In  selling  his  island  home  off  the 
Georgia  coast  to  the  state  for 
$800,000,  though  a  state  official  es- 
timated that  the  timber  alone  on 
it  was  worth  $3  million. 

R.J.  Jr.'s  younger  brother,  Zach- 
ai  v  Smith  Reynolds,  became  a  com- 
mercial airline  pilot  while  still  in 
his  teens,  married  at  18,  divorced 
that  wife  and  married  Libby  Hol- 
man,  the  famous  torch  singer  of 
the   1920s.   Within  a  year  he  was 


dead  of  a  gunshot  wound  suffered 
at  a  family  mountain  retreat;  she 
was  accused  of  the  killing  but  the 
charges  were  dropped.  (Their  son, 
born  six  months  after  the  father's 
death,  perished  in  a  mountain- 
climbing  accident  in  1950.) 

The  two  sisters  and  R.J.  Jr.  re- 
sponded by  turning  their  brother's 
estate  into  a  charitable  foundation 
that  to  date  has  given  over  $40 
million  to  North  Carolina  health 
and  education  projects.  Over  20 
years  later  it  was  the  main  vehicle 
for  moving  Wake  Forest  College  to 
a  new  Winston-Salem  campus  in 
obvious  imitation  of  the  Duke  fam- 
ily's bequests  to  Duke  University. 

Tragedy  is  also  no  stranger  to 
the  Richard  Reynolds  branch  of  the 
family.  Louis  Reynolds'  son  Roland 
was  killed  in  1966  in  an  airplane 
accident;  and  Richard  S.  Reynolds 
Jr.'s  son  Sargent  Reynolds,  the 
popular  34-year-old  lieutenant  gov- 
ernor of  Virginia,  was  stricken  with 
a  brain  tumor  and  died  a  year  la- 
ter in  1971.  Said  a  company  exec- 
utive close  to  the  family,  "As  you'd 
expect,  they  reacted  by  closing 
ranks  and  sharing  their  grief  within 
the  family.  It's  quite  a  family." 
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People-size. 

You  have  enough  work  without  having  to  wrestle  with 
over-sized  documents  like  computer  printout,  ledger  sheets, 
and  engineering  drawings.  They're  rough  on  you,  yourfiles, 
your  mailroom  and  your  attache  case. 

The  answer:  get  them  down  to  people-size  on  the 
Xerox  7000  Reduction  Duplicator. 

The  Xerox  7000  can  take  originals  as  large  as  14"  x  18" 
and  reduce  them  to  a  workable,  fileable8V2"x  11".  At  a 
copy-a-second. 

You  choose  from  four  reduction  ratios— or  size-for-size 
copying— just  by  pushing  a  button. 

And  the  7000  does  it  all  onto  flat  sheets  of  ordinary, 
unsensitized  paper. 

With  the  7000  reducing  your  documents  from  over-size 
to  people-size,  you  can  spend  your  time  working  on  them. 
Instead  of  wrestling  with  them. 

XEROX. 


plus  nearly  40  of  his  grandchildren, 
nieces  ai  d  nephews.  Together  they  es- 
timate their  total  holdings  of  compa- 
ny stock  at  Tfc  or  8%-between  $150 
million  and  $200  million  worth-but 
spread  out  in  all  directions  and  in  the 
trusts.  In  a  company  with  close  to  41 
million  common  shares  outstanding, 
this  7%-8%  could  easily  represent 
the  nucleus  for  absolute  control. 

Even  the  acquisition  of  McLean  had 
its  family  aspects.  Paid  for  in  a  con- 
vertible preferred  stock,  the  deal 
would,  potentially  at  least,  make  Mal- 
com  McLean,  an  outsider,  the  larg- 


Richard  S.  Reynolds,  son  of  R.J.'s 
brother  A.D.  (for  Abram  David) 
Reynolds— and  the  founder's  favor- 
ite nephew— refused  to  stay  in  the 
tobacco  company.  R.J.  had  talked 
him  out  of  going  to  the  University 
of  Virginia  law  school  and  made 
him  his  secretary  and  sales  adviser. 
But  Richard  S.  left  in  1919  to  set 
up  a  small  foil  factory.  The  little 
company,  U.S.  Foil,  struggled 
along  making  wrappings  for  Reyn- 
olds cigarettes.  But  in  the  Forties 
the  U.S.  Government  decided  to 
encourage  competition  for  Alumi- 
num Co.  of  America,  and  Washing- 
ton picked  the  Reynolds  company 
as  one  of  its  vehicles  (the  other 
major  one  was  Kaiser).  Buying 
war-built  U.S.  plants  on  easy  terms, 
Reynolds  Metals  was  on  its  way 
into  the  ranks  of  billion-dollar 
companies. 

Reynolds  Metals  is  today  under 
much  tighter  family  control  than 
the  old  tobacco  company.  Its 
founder's  son,  Richard  S.  Reynolds 
Jr.,  is  chairman  and  president,  and 
his  three  brothers  are  the  top 
three  executive  vice  presidents— J. 
Louis  Reynolds  as  head  of  Reyn- 
olds International,  David  P.  Reyn- 
olds as  general  manager  and  Wil- 
liam G.  Reynolds  as  head  of  re- 
search and  development.  The 
Reynolds  family  owns  some  15%  of 
the  company's  shares  worth,  even 
ent  depressed  prices,  some 
$35  million;  and  Reynolds  Metals 
in  turn  owns  nearly  30%  of  $150- 
s  Robertshaw  Controls. 

Another  distinction  of  Reynolds 
that  it  is  not 
so  profil  irger  Reynolds 

company.  In  fact,  Reynolds  Metals 
lost  iikjika    n  nber  quar- 

ter-its first  loss  evt  r  in  a  nonstrike 
period;  it  is  touch  and  go  wh 
it  can  end  the  year  even  nominally 

in     the    Mack.    The 

grave  enough   to  call   F    I 
Reynolds  fr.  back  into  action  after 


est  single  common  stockholder.  There 
were  loud  objections  from  some  fam- 
ily members.  The  then  chairman, 
Bowman  Gray  Jr.,  was  able  to  carry 
the  day  only  after  he  pointed  out  that  - 
McLean  was— after  all— a  native  Win- 
ston-Salem boy  and  no  stranger  to  the 
Reynolds  clan.* 

At  any  rate,  it  is  some  of  the  fam- 
ily members  who  have  been  reacting 

•Full  conversion  would  give  McLean  just  under  10% 
of  the  outstanding  common,  since  McLean  himself 
owns  39%  of  the  7.9  million  convertible  shares.  But 
full  conversion  may  never  occur,  since  it  would  require 
the  converting  stockholders  to  pay  $175  million  cash- 
including  $69.7  million  from  Malcom  McLean. 

•Two  More  Reynolds  Creations 

eight  years  as  chairman.  Last  sum- 
mer, at  age  63,  he  took  over  the 
president's  chair  as  well  and  started 
paring  the  costly  R&D  programs 
that  had  long  been  the  company's 
pride.  The  fault  lay  in  the  indus- 
try's habit— and  Reynolds  Metals 
has  been  guilty  as  any— of  adding 
capacity  beyond  market  need,  then 


like  angry  stockholders  to  some  of  the 
risks  the  company  has  been  taking— 
and  the  losses  it  has  been  swallowing 
—since  1969.  Especially  the  dock 
strike.  One  Reynolds  grandson,  who 
lists  his  occupation  as  "real  estate 
things  and  the  arts,"  complains: 
"Look,  these  guys  are  the  world's  best 
at  making  and  selling  tobacco  prod- 
ucts, but  what  do  they  know  about 
ships  or  oil?"  He  adds,  "I'm  not  wor- 
ried about  them  going  broke,  but  they 
look  like  country  boys  with  too  much 
cash  in  their  pockets.  All  they  really 
( Continued  on  page  41 ) 


Richard  S.  Reynolds  Jr. 
of  Reynolds  Metals  Co. 

trying  to  move  the  glut  by  cutting 
prices  rather  than  production. 

But  Reynolds  Metals  docs  have 
some  pluses.  One  is  the  fact  that 
the  company  has  been  cutting  pri- 
mary production  this  year  by  an 
estimated  15%  to  18%  below'  the 
levels  of  1970.  Another  is  that 
Richard  Reynolds  is  going  at 
cost       reduction       hammer       and 


tongs  throughout  the  company. 
Says  he:  "This  can  turn  around 
fast.  Very  fast." 

If  Reynolds  Metals'  results  are 
a  temporary  embarrassment,  this 
particular  branch  of  the  family  can 
take  great  satisfaction  from 
yet  another  family  enterprise: 
Wall  Street's  Reynolds  Securities, 
founded  as  Reynolds  &  Co.  in  1931. 
Richard  S.  Reynolds  Jr.,  like  his 
father  before  him,  was  looking  for 
something  to  go  into  other  than 
the  tobacco  business;  at  that  time 
the  aluminum  business  wasn't  big 
enough  to  support  him.  So  young 
Richard  departed  his  childhood 
Louisville  for  the  canyons  of  New 
York.  With  him  went  a  cousin, 
Thomas  Staley,  and  a  cousin-in-law, 
Charles  Babcock.  In  their  pockets 
was  a  check  for  $320,000,  a  loan 
from  Babcock's  wife,  herself  a  Win- 
ston-Salem Reynolds. 

Reynolds  and  Staley  were  Whar- 
ton School  graduates  with  no  ex- 
perience at  all  in  the  brokerage 
business.  Charlie  Babcock,  an  ex- 
real  estate  man,  liked  to  say  he 
switched  to  securities  because 
"where  else  can  you  earn  commis- 
sions on  both  sides  of  a  trade?" 

Richard  Reynolds  sold  out  and 
returned  to  Richmond  in  1938, 
when  World  War  II  boomed  the 
aluminum  business;  he  is  now  its 
chairman  and  president.  Babcock 
died  in  1967  and  Tom  Staley,  at 
68,  is  still  chairman  of  the  securi- 
ties firm.  Reynolds  Securities  has 
prospered  mightily.  When  it  went 
public  last  month,  its  prospectus 
revealed  a  picture  of  one  of  Wall 
Street's  most  profitable  operations: 
net  earnings  of  $7.8  million  in 
1971's  first  nine  months  on  reve- 
nues of  $69.8  million  and  capital  of 
$22.3  million.  In  percentages  at 
least,  Reynolds  ran  ahead  of  even 
Merrill  Lynch,  Pierce,  Fenner  & 
Smith:  It  makes  40%  on  equity,  vs. 
Merrill  Lynch's  22%. 
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Vital 


[inc  is  steel's  best  defense  against  corrosion. 

Asarco  zinc  is  used  to  galvanize  the  steel  for  automobiles, 
ippliances  and  many  products.  To  add  eye  appeal  to  this  material, 
here  are  now  a  variety  of  finishes  providing  smooth, 
;asy-to-paint,  attractive  surfaces. 

Other  Asarco  zinc  products  are  vital  in  the  fight  against  corrosion, 
'inc  anodes  protect  steel  hulls,  pipelines,  offshore  drilling  platforms 
'or  many  years.  Our  zinc  dust  is  used  in  paint  to  shield  bridges 
md  other  steel  structures  against  water  and  corrosive  atmospheres. 

Asarco  is  also  a  major  source  for  zinc  die  casting  alloys, 
rhey  give  strength  and  dimensional  stability  to  precision  parts 
lsed  in  thousands  of  products. 

Zinc  is  a  profit  builder  for  those  who  work  with  it.  So  is  Asarco. 
tn  zinc  and  many  other  vital  materials. 
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ASARCO         AMERICAN  SMELTING  AND  REFINING  COMPANY 


120  BROADWAY,  NEW  YORK,  N.Y.10005 


Proteins:  ... 

Foodpower's  vital  building  blocks 


*  s  '■ 


■    ■ 


teins  are  among  our  most 
>ortant  products  at  Central 
'a.  Vegetable  proteins  in  the 
n  of  soybean  meal,  soy 
ir,  and  more  highly  refined 
icentrates  and  isolates.  Animal 
tein  in  the  form  of  beef,  pork, 
jltry,  eggs  and  milk,  produced 
i  our  Master  Mix  livestock  and 
jltry  feeds.  Industrial  proteins 
coating  high  quality 
iting  papers. 


But,  proteins  are  just  part  of 
the  Foodpower®  story.  Many  more 
Central  Soya  products  are  helping 
to  enrich  your  life  and  the  lives 
of  millions  in  nearly  40  countries 
on  every  continent.  If  you'd  like  to 
know  more  about  us,  please 
write  for  our  booklet,  The  New 
World  of  Central  Soya.  We'll  send 
our  annual  report  too,  if  you'd 
like  to  have  it. 


Fort  Wayne,  Indiana  46802 


1 

1 

CENTRAL SOYA 

1 

GATEWAYS 
jb  GETAWAYS 


The  Middle  South- 
Arkansas,  Louisiana  and    » 
Mississippi— is  shipshape. 
The  how  completed 
Arkansas  River  navigation 
project  is  water  under  the 
locks  and  dams.  To  date 
nearly  $1  billion  in  new  or 
expanded  industry  has 
found  riverside  homes 
along  this  waterway.  Then 
down  the  Mississippi  with 
rts  expanding  river  ports, 
to  New  Orleans,  gateway  to 
the  Americas.  Coal,  grain, 
paper,  lumber,  rock, 
bauxite,  chemicals — you 
name  it — are  utilizing 
Middle  South  major  ports. 
Take  advantage  of  us. 
For  more  information  on 
our  liquid  assets,  write: 
Middle  South,  Box  61 000, 
New  Orleans,  Louisiana 
70160. 


m 


MIDDLE  SOUTH  UTILITIES,  INC. 

ARKANSAS  POWER  &  LIGHT  COMPANY/ ARKANSAS  MISSOURI  POWER 
COMPANY-  LOUISIANA  POWER  £  LIGHT  COMPANY/  MISSISSIPPI 
POWER  &  LIGHT  COMPANY      NEW  ORLEANS    PUBLIC   SERVICE    INC. 


(Continued  from  page  36) 
knew  about  McLean  was  that  he  was 
a  hometown  boy." 

Another  family  critic.  RJ.'s  nephew 
Smith  Bagley,  had  harsh  words  to  say 
about  the  company's  SI 00  million 
worth  of  debentures  issued  last  spring 
for  the  announced  purpose  of  reduc- 
ing short-term  debt.  Bagley,  who  held 
executive  posts  both  with  RJR  and 
with  Reynolds  Metals  before  starting 
his  own  convenience  food  chain,  said: 
"I  still  don't  understand  that  bond  is- 
sue. They  just  didn't  chart  their  cash 
flow.  They've  got  plenty  of  short- 
term  capital,  so  they  borrow  more  at 
8.5%  and  reinvest  it  at  five  or  six.   I 


that  catches  its  eye.  There  is  definite- 
ly a  plan,  and  has  been  ever  since 
Bowman  Gray  urged  RJR's  directors 
in  1963  to  find  "profitable  areas  that 
have  better  growth  opportunities  than 
the  single  industry  in  which  the  com- 
pany was  formerly  engaged." 

"It's  all  very  nice  to  say  we  should 
stay  in  merchandising,"  another  exec- 
utive complained  recently,  "but  where 
do  we  go?  The  two  disasters  we  were 
prepared  for  this  year— Penick  &  Ford, 
and  the  offer  to  charter  those  ships 
from  U.S.  Lines— were  both  the  result 
of  government  efforts  to  block  us  from 
what  they  call  'economic  concentra- 
tion.' "   In   October   a   Federal   Mari- 


guarantee  Walter  Kidde  (U.S.  Lines' 
parent)  $65  million  in  case  alterna- 
tive buyers  had  to  be  sought  and  were 
unwilling  to  pay  that  much. 

"Perhaps  Kidde  held  our  feet  to  the 
fire,"  says  Peoples.  "But  they  had  very 
definite  requirements,  and  the  oppor- 
tunity was  well  worth  it.  These  16 
containerships  are  as  fine  as  any  afloat 
today.  They  were  built  with  govern- 
ment subsidy,  and  it  would  cost  you 
today  about  the  same  to  build  half 
that  number."  In  support,  Peoples 
noted  that  Sea-Land  has  ordered  eight 
supercontainerships  in  Europe  at  a 
cost  of  $352  million-$138  million  of 
it  from   RJR  internal  funds— because 


Aminoil,  its  Middle  East  stake  typified  by  this  Kuwait  refinery,  is  a  $55-million  dark  horse  in  Reynolds'  stable. 


don't  think  they  have  a  real  program 
for  the  money  they  have  already." 

Well,  actually  the  debentures  were 
sold  at  7%%.  As  to  why  they  were 
sold,  David  Peoples  explains:  "We  got 
to  wondering  how  tight  money  would 
be  in  1973-74  when  we  will  need 
$100  million  worth  of  containers.  So 
we  have  a  larger  sum  than  we  need 
right  now,  and  we  will  have  it  next 
year  when  we  need  it."  With  the 
hindsight  of  November,  the  caution- 
ary financing  of  March  doesn't  look 
so  good,  but  Peoples  was  certainly 
not  alone  among  U.S.  company  chiefs 
in  getting  mom  \  .is  a  hedge  against 
the  future. 

Company  policymakers  retort  pri- 
vately that  they  are  getting  a  bum 
rap  from  critics,  family  or  otherwise, 
who  say  they  should  stick  to  peddling 
cigarettes.  Old  R.J.,  they  note,  was 
no  more  wedded  to  cigarettes  than 
he  was  to  chewing  tobacco.  The  com- 
pany still  makes  chewing  tobacco,  a 
brand  called  Day's  Work  (which 
leads  its  market  in  sales ) ;  but  where 
would  it  be  if  that  were  all  it  made? 

Neither  (the  spokesmen  go  on)  is 
the  company  wandering  around  with 
cash  in  hand  willing  to  buy  anything 


time  Commission  hearing  examiner 
had  said  that  it  would  be  "anticom- 
petitive" for  Sea-Land  to  lease  16 
modem  containerships  from  U.S. 
Lines  with  an  option  to  buy  (see  p. 
27).  "Can  you  imagine,"  the  execu- 
tive went  on,  "what  would  happen  if 
we  tried  to  get  a  really  profitable  re- 
tail merchandiser  or  somebody  big 
like  Coca-Cola?  They'd  be  on  us  from 
Washington  like  a  duck  on  a  June  bug." 

Crosscurrents 

President  Peoples  is  reluctant  to 
discuss  the  U.S.  Lines  ruling,  since 
RJR  has  appealed  the  examiner's  de- 
cision. But  he  defended  the  deal  as 
part  of  the  company's  overall  plan  to 
expand  Sea-Land's  role  both  as  a  rev- 
enue and  a  profit  producer. 

In  fact,  the  word  from  shipping 
circles  is  that  Malcom  McLean  was 
aware  that  the  Government  might  not 
let  him  acquire  U.S.  Lines,  but  rea- 
soned that  in  any  event  the  attempted 
acquisition  would  neutralize  his  ma- 
jor competitor.  U.S.  Lines  is  now  ap- 
parently in  seriously  weakened  finan- 
cial condition  because  of  its  overam- 
bitious  expansion  program.  This  may 
be  one  reason  why  Reynolds  had  to 


"American  yards  just  wouldn't  serious- 
ly consider  bidding  on  them." 

There  is  no  rebutting  manage- 
ment's basic  argument  that  container- 
ships  and  oil  production  are  potential- 
ly profitable  investments.  The  ques- 
tion—and it  is  now  a  $600-million 
question— is  whether  they  are  good  in- 
vestments for  RJR. 

Characteristically,  Chairman  Gallo- 
way defends  management  policy  by 
harking  back  to  Bowman  Gray:  "I 
think  his  reasoning  was  the  same  as 
that  of  several  others  of  us,  and  it 
didn't  stem  from  being  scared  of  the 
health  situation.  It  was  that  there  was 
growth  in  other  areas  of  industry 
faster  than  the  population  growth, 
which  cigarettes  were  keyed  to  pretty 
much.  I  think  it  is  still  quite  possible 
that  we  could  get  our  stockholders 
faster  growth  and  more  earnings  by 
putting  our  eggs  in  other  baskets." 

Perhaps,  but  Reynolds  is  now  em- 
barked on  a  very  different  path  than 
the  one  chartered  by  its  founder,  and 
it's  not  surprising  that  some  of  his 
heirs  and  descendants  are  restless. 
There  were  no  chapters  on  ships  or  on 
oil  in  the  founder's  mythical  but 
eminentlv  sensible  book.  ■ 
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The  Sun  Still  Sets  on  Barclays 


It's  British.   With  $17.5  billion  in  assets,  it  is  the  largest  bank  in  Europe.   Yet  Barclays  Bank  has 
suddenly  found  itself  behind  its  U.S.  competitors  in  the  increasingly  international  banking  business. 


You  would  think  that  at  least  one 
heritage  of  the  old  British  Empire 
might  be  an  entrenched,  dominant 
bank  in  international  finance.  Yet 
these  days  London's  Barclays  Bank- 
largest  outside  the  U.S.  and  fourth  in 
deposits  in  the  world— isn't  talking 
about  how  it  plans  to  keep  a  lead 
over  its  competitors.  Instead,  it  is  map- 
ping out  a  strategy  to  catch  up  to  the 
leaders  in  international  banking.  And 
that,  unfortunately  from  Barclays' 
point  of  view,  means  the  big  U.S. 
banks— Bank  of  America,  First  Nation- 


Thomson  of  Barclays  Bank 

al  City  Bank  (New  York)  and  Chase 
Manhattan. 

Barclays'  lag  behind  its  U.S.  rivals 
isn't  due  to  lack  of  interest  in  the 
growing  international  banking  busi- 
ness. Its  proudest  advertisement  pro- 
is  that  Barclays  has  "4,900  of- 
fices in  50  countries."  Which  Brit- 
ishers took  to  mean,  of  course,  that 
Bare'.'  srywhere. 

But  Bar.  irman  John  Thom- 

4,900  0  are  in  Bl 

some    $5    bill 

more  than  hal     in    in  Africa.  On  some 

continents  an 

or  two  Ionel) 

single  office. 
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ed   in    1896   when    thi 
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on  Barclays  itself.  Until  this  year  it 
was  really  two  banks:  ■  Barclays  Ltd., 
the  $17.5-billion-assets  parent,  and 
Barclays  DCO  (for  dominion,  colonial 
and  overseas),  the  56%-owned  over- 
seas arm  of  Barclays  Ltd.  DCO  had 
originally  been  three  separate  crop- 
oriented,  British-owned  banks,  follow- 
ing the  fortunes  of  cotton  planters  in 
Egypt,  sugar  planters  in  the  West  In- 
dies and  farmers  in  South  Africa.  Each 
found  it  hard&to  utilize  its  money 
year  around,  so  Barclays  Ltd.  bought 
all  three  and  pulled  them  together  as 
Barclays  DCO  in  1925.  "We  should  have 
gone  the  whole  hog  then  and  called 
them  Barclays  Bank  Overseas  or  some- 
thing," says  one  of  Barclays'  execu- 
tives today  at  its  golden-doored  head- 
quarters in  London's  banking  womb, 
Lombard  Street. 

What  happened  was  that  parent 
and  child  soon  started  going  different 
ways.  "DCO  was  tough  and  thrusting, 
would  go  anywhere  in  the  world," 
says  Julian  Wathen,  general  manager 
for  long-range  planning.  In  contrast, 
"Barclays  Limited  had  cozy  relation- 
ships with  foreign  banks."  In  the  back- 
yard of  one  of  its  most  formidable 
competitors— the  Bank  of  America— 
the  conflict  began  to  boil  over.  The 
new  California  Barclays,  started  in 
1965,  was  75%  DCO-owned  and  25% 
Limited-owned.  While  Limited  was 
eager  to  continue  its  close,  coopera- 
tive relationship  with  Bank  of  Ameri- 
ca—for example,  they  were  partners 
on  the  Barclay  credit  card— DCO  re- 
garded Bank  of  America  as  its  most 
serious  competitor.  "DCO's  outside 
shareholders  were  interested  in 
[DCO's]  profits,"  says  Wathen,  while 
Limited  was  trying  to  meet  "Barclays' 
overall  requirements." 

In  DCO,  in  particular,  a  sense  of 
elitism  grew  up.  While  the  Limited 
men  moved  mainly  into  established 
situations,  the  DCO  man  sweated 
away  in  tiny  offices  in  the  Caribbean 
and  African  countries  which  offered 
lots  of  work  but  little  promise.  "We'd 
send  the  new  men  into  the  best  cities 
when  they  first  came  to  Africa,"  says 
one  DCO  man.  "Then  once  he  had  a 
taste  of  the  good  life  and  was  hooked 
on  a  DCO  career,  we'd  send  him 
packing  to  some  jungle  branch  bank 
for  a  couple  of  years."  Sniffs  another 
ex-D(X)  man:  "We  in  DCO  always 
felt  the  word  Limited'  in  Barclays 
Limited  had  two  connotations." 

Barclays'  other  problem,  however, 
was  net  of  its  own  making.  While  the 
major    U.S.    banks    expanded    heavily 


overseas  during  the  Fifties  and  Six- 
ties, aided  by  the  then  unquestioned 
supremacy  of  the  U.S.  dollar,  Barclays 
suffered  under  constant  British  finan- 
cial crises.  In  Canada,  for  example, 
Barclays  had  to  sell  out,  leaving  it  un- 
represented with  one  of  Britain's  ma- 
jor trading  partners.  "We  were  not 
very  proud  of  the  way  we  got  out  of 
Canada,"  says  George  Money,  a  vice 
chairman  who  handles  Barclays'  North 
American  interests.  "But  we  had  little 
choice.  We  could  not  bring  in  sterling, 
so  we  could  not  expand." 

These  days,  however,  the  pendu- 
lum is  starting  to  swing  in  Barclays' 
favor.  The  weakness  of  the  U.S.  dollar 
may  slow  down  some  of  the  expan- 
sion efforts  of  the  U.S.  banks.  Last 
summer  the  British  government  re- 
moved restrictions  on  deposit  and  loan 
rates  for  the  first  time  in  over  a  dec- 
ade, and  Barclays  quickly  instituted  a 
lending  rate  one-fourth  of  1%  lower 
than  its  London-based  competitors.  It 
is  now  raising  $50  million  in  a  Euro- 
bond issue  to  finance  its  own  future 
development  in  North  America,  Eu- 
rope and  Asia.  And  in  November  Bar- 
clays paid  $200  million  to  buy  up  the 
44%  of  DCO  in  public  hands  to  give 
it  full  control  of  its  once  independent 
offspring. 

Miss/on  Territory 

Meanwhile,  in  the  U.S.  Barclays' 
interests  continue  to  grow.  "Twelve 
years  ago  Barclays'  presence  in  the 
U.S.,  when  I  was  there,  was  one  of- 
fice on  the  sixth  floor  of  120  Broad- 
way," says  Julian  Wathen.  Today 
there  are  23  branches  in  California 
and  a  Barclays  Bank  of  New  York. 
Though  Wathen  doesn't  say  so,  Bar- 
clays will  obviously  be  expanding 
across  New  York  state  just  as  fast  as 
state  banking  legislation  will  allow. 
And  in  November  1970  Barclays 
opened  its  first  office  in  Chicago. 

(One  heritage  from  the  past:  The 
U.S.  is  still  treated  as  mission  territory. 
The  Barclays  men  get  "home  leave" 
and  special  education  allowances  for 
their  children.) 

Barclays  Bank  has  no  intention  of 
seeing  the  gap  between  it  and  its 
U.S.  competitors  widen  during  the 
Seventies.  The  pound,  says  Wathen, 
m a\  be  a  stronger  currency  worldwide 
in  this  decade  than  the  dollar.  "Some 
of  the  American  banks  have  not 
made  that  much  money  overseas,  you 
know."  he  says.  "Perhaps  coming  in 
as  the  second  wave,  as  it  were,  we 
can  avoid  some  of  their  mistakes."  ■ 
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Opportunity  is  all  around  you... 

"If  you'll  invest  in  a  postage  stamp,  I'll  send  you  a  free  sample  issue  of  The  Capitalist  Reporter— a 
unique  monthly  magazine  of  money-making  information.  You'll  discover  ingenious,  inside  ways  to  snow- 
ball small  amounts  of  capital— sometimes  double,  even  triple  it  within  a  single  year— and  have  fun,  too. 
Things  you  can  start  doing— right  away— right  from  your  own  home.  After  all,  financial  opportunity  is 
all  around  you,  often  in  the  unlikeliest  of  places  You've  just  got  to  know  where  to  look,  be  quick  to  act. 
At  this  very  moment,  over  30  of  our  writers  and  researchers  are  at  work  on  four  continents.  Irresistible 
ways  of  making  money  are  being  uncovered  in  this  lavishly  illustrated  magazine.  Here  is  information 
that  turns  financial  opportunity  into  green  reality!  Prove  it  to  yourself  by  mailing  this  coupon,  and 
I'll  rush  you  a  free  sample  of  The  Capitalist  Reporter."  Patrick  w. H.Garrard 

Chairman  &  Editorial  Director 


Exclusive! 

MAINE  VACATION 

PROPERTY-$25.anAcre 


Land  Qrab 


U.S.    w  •'■*«►/ 


Canadian  (arm  land  near  U.S. 
border  S15/acre... rural  I 
property  $25/acre..$10/a 
on  Portugese  Riviera... Auslra-  -— ^^? 
Han  ranch  land  $5 'acre... Caribbean 
property  $1007 acre.  Why  so  cheap7  We  know 
where  to  look,  how  to  buy.  (Avoid  land  devel- 
opers. Buy  direct  from  a  government ...  pick 
up  tax-sale  bargains,  abandoned  larms,  tim- 
ber land.  Buy  overseas:  Land  is  still  dirt- 
cheap,  but  is  rising  as  nr  tares  drop  and 
more  people  travel  farther  afield .)  The  Capi- 
talist Reporter  spotlights  choice  areas. ..tells 
you  whc  to  see . . .  how  much  to  pay ...  what  to 
look  for  4  avoid... etc.  Handle  the  prelimi- 
naries from  home  C/R  EXCLUSIVE:  British 
Colonial  Office  will  soon  unload  choice  acre- 
age on  exquisite,  little-known  Caribbean 
island.  Your  price?  Peanuts! 


Travel 


Where  to  buy  luxury  cars  in 
Europe  {Mercedes.  Jaguars, 
etc.)  at  discount  prices... 
how  to  insult  thieving,  insolent  natives  in 
their  own  language... where  to  pack  your 
kids  off  to  a  ranch  for  surruner  work . , .  which 
airport  duty-lree  shops  offer  authentic  bar- 
gains (eg.  Amsterdam)  and  which  are  best 
avoided  (e.g.  Shannon)... wallow  in  luxury 
behind  the  Iron  Curtain  (like  a  Capitalist 
pig?)  for  under  $10  a  day... buy  your  own 
crumbling  though  habitable  castle  in  Spain 
for  about  $5000... deal  in  black  market  cur- 
rency... finance  a  trip  to  Hungary  on  Wilkin- 
son razor  blades... etc.  Every  month,  in  The 
Capitalist  Reporter. 

,?f§Sw<in  St. 

:!Ai!iW,'lfU'  What  can  we  tell  you  about 

tfltt  h  d«^ "  the  market  that's  fresh,  original 
4  useful?  A  great  deal.  •  Summary  ol  major 
market  letter  recommendations  (save  your- 
self hundreds  ol  dollars  in  annual  subscrip- 
tions). •  Monthly  column  by  a  market  insider, 
with  an  uncanny  knack  for  being  right.  (He 
foresaw  the  recent  upturn.)  Find  out  what's 
going  to  happen  later  this  year.  •  Features 
you'll  see  nowhere  else:  How  Wall  Street's 
Three  Most  Powerful  Writers  Make  &  Cost 
You  Money;  How  to  Read  Company  Reports 
(and  Other  Hallucinations):  Rating  the  Invest- 
ment Advisory  Services — Which  Are  Best?; 
An  Insider's  Guide  to  the  Tokyo  Market;  etc. 

Jvf  Wealth 

Take  almost  any  rational, 
level-headed  man — give 
^  him  a  whiff  of  real  wealth 
— then  watch  him  take 
'off  like  a  mad  fool.  The  stories  of  how  peo- 
ple make  and  lose  money  are,  to  a  great 
extent,  the  chronicle  of  our  times.  Often, 
enormous  greed  and  pretension.  Sometimes 
rare  courage  and  idealism.  The  Capitalist 
Reporter  covers:  The  Rise  and  Decline  of 


Grove  Press;  Cashing  in  on  Christ;  The  Eti- 
quette ol  Bribery;  Making  Money  Off  Mao?; 
Jerome  Hoffman's  $100  million — Easy  Come, 
Easy  Go;  Going  into  Partnership  with  Mafia, 
Inc.;  Insurgency  Tactics  for  an  Annual  Meet- 
ing; etc. 

^treasure 

Invest  intelligently  in  art, 
antiques,  precious  stones, 
etc.  They  keep  rising  in  value 
through  good  times  &  bad, 
inflation  &  recession — sometimes  by  nearly 
100%  a  year.  You  learn  ol  prime  areas  of 
investment:  e.g.  galloping  value  of  antique 
watches... undervalued  historical  autographs 
(George  Washington  handwriting  about  $200) 
...coming  boom  in  European  arms  4  armor 
(an  antique  dagger  about  $12)... dazzling 
coin/stamp/rare  book  investments. ..precious 
stones  at  free  market  places. ..antique  cham- 
ber pots  (take  a  close  look  at  your  old  soup 
tureen)...  etc. 

Opportunity 

Why  do  most  businesses  fold  within  a  year 
or  two7  Mostly,  a  lack  of  know-how— tricks- 
of-the-trade  you  only  gain  Irom  experience. 
If  you  dream  of  starting  your  own  thing,  The 
Capitalist  Reporter  can  he'p:  (1)  We  look  lor 
the  ideas  whose  times  have  come.  New  con- 
cepts at  the  start  ol  their  climb.  Business 
opportunities  you  can  enter  on  the  ground 
floor— often  with  under  $2000  capital.  (Usu- 
ally, starting  in  your  spare  time— without 
giving  up  the  security  6f  your  present  job.) 
(2)  We  back  up  our  information  with  actual 
case  histories.  From  these  people — who  are 
actually  making  it — you  learn  the  techniques 
4  shortcuts  that  make  the  difference  between 
success  4  failure.  Profit  from  their  experi- 
ence! 

tyar  Out 

Something  in  every  issue  to 
make  you  a  living  legend 
within  your  own  family^ 
e.g.  Suppose  you 
crave  a  race  horse. 
(Fool!)  How  do  you 
buy... find  the  best 
prices?  Picking  a 
trainer?  (How  can  he  ' 
give  you  a  memorable  shafting?)  Cost  of 
maintaining  your  beast?  Entering  him  in 
races?  Stud  fees?  Sex  handicaps?  Race  track 
shady  practices?  Suppose  your  hayburner 
develops  arthritis.  Then  what??!!  Also— In- 
vesting in  Broadway  shows;  Hunting  for 
Blackbeard's  treasure;  Buying  your  own  au- 
thentic ghost  town. 


Insider 


Imagine  you  own  stock  in  a  com- 
pany. And  you  learn  that  several  of  the 
officers  4  principals  are  selling  off  a  sub- 
stantial portion  of  their  shares.  Wouldn't  you 
ask,  "WHY?"  Perhaps  you,  too,  should  jump 


clear— they  might  know  something  you  don't. 
(It  would  be  equally  significant,  naturally,  if 
they,  are  buying  into  the  company.)  The 
Capitalist  Reporter  brings  you  late  news  of 
key  insider  trading.  Draw  your  own  conclu- 
sions. Just  remember:  Watch  what  they  do 
—not  what  they  say. 


Japan 


New  products,  processes, 
rock-solid  currency,  galloping/  f\„ 
GNP — how  can  you  profit 
from  Japan's  booming  pros- 
perity? Each  month,  The 
Capitalist  Reporter  examines 
our  busy  little  friends  across 
the  ocean — with  information 
that  makes  you  money:  Stock 
market  news  (how  about  playing" 
the  incredible  Tokyo  market'')... new  product 
information  (long  before  they  appear  in  the 
U.S.) . . . and  other  invaluable  Nipponalia.  Most 
Americans  are  appallingly  ignorant  about 
Japanese  business — and  you  can't  make 
money  from  something  you  know  little  about. 
This  information  is  worth  money  in  the  bank. 

cNostalgia 

American  treasures  are  all 

around  you— attic,  church 

bazaar,   house-wrecking 

yards,  thrift  shops,  etc.  Old 

bottles,  obsolete  fishing  lures, 


pre-war  comics,  vintage  railroad  timetables, 
auto  repair  manuals,  posters  (war,  movies, 
advertising),  telephone  insulators,  stulfed 
birds,  old  children's  books,  etc.  Their  value? 
$5,  $10,  even  $100  and  more.  Americana/ 
memorabilia  soars  in  value  as  much  as  200% 
a  year.  We  give  authoritative,  up-to-date  in- 
formation on  hundreds  upon  hundreds  of 
specifics  to  be  found  in  every  town  in  Amer- 
ica: Where  to  look. ..what  to  pay. ..hot  new 
items... how  to  anticipate  future  trends... 
names  4  addresses  ol  people  who  buy 
everything,  from  old  mousetraps  to  dirigibles 
to  used  electric  chairs.  We'll  even  show  you 
how  to  conduct  garage  sales— make  $200  to 
$300  a  week  in  your  spare  time. 


^Bargains 


\±»~. 


How  to  obtain  free 
traveller's  checks  ($100. 
buys  $100)... factory-fresh  clothing  4  mer- 
chandise for  a  small  fraction  of  list  price... 
pick  up  name-brand  furniture  4  appliances 
wholesale... tree  government  services... and 
government  surplus  for  a  few  pennies  on  the 
dollar  (a  jeep?  your  own  Sherman  tank?)... 
insurance  for  'A  of  what  you  are  now  prob- 
ably paying... launch  suits  and  register  com- 
panies all  by  yourself  (save  vast  legal  lees)... 
...etc.  Original  material! 

©1971  The  Capitalist  Reporter  Inc. 
150  Filth  Ave..  NYC  10011 


FREE  SAMPLE 
-     ISSUE!      - 


Subscription  Dept,  150  Filth  Ave.,  New  York,  N.Y.  10011 

Send  me  a  complimentary  issue  of  The  Capitalist 

Reporter.  If  your  magazine  is  as  great  as  you  say  it  is,  [J  In  nn  M5'  i    " 

I  will  subscribe  for  the  time  indicated,  and  pay  upon       *9.uu  (i<!  issues) 

receipt  ol  your  bill.  On  the  other  hand,  if  I'm  not  totally 

delighted,  I  will  return  your  invoice  marked  "cancel",  LP  leM™°,'J      prlc,e  °  tw0 

and  owe  nothing.  -$180°  <36  'ssues) 

MY  NAME 


|— |  /  prefer  to  pay  now  and  enclose  a  check! money  order  for  the  amount  shown  above. 
(Thank  you!  Besides  your  first  tree  copy,  we'll  add  two  extra  free  issues  to  your 
subscription  lor  saving  us  bill  expenses.  Full  money-back  guarantee,  naturally.) 


The  special  joys  of  owning  a  Cadillac. 


There's  a  certain  group  of  people  who 
would  have  you  believe  that  there's 
something  very  special  about  owning  a 
Cadillac. 

They  insist  that  a  Cadillac  can  actually 
alter  a  person's  life-style— by  turning  the 
daily  chore  of  driving  into  a  pleasurable 
experience. 

These  same  people  claim  that  the 
riding  comfort  of  Cadillac  is  unmatched. 
That  the  combination  of  a  longer  wheel- 
base  and  superior  suspension  system 
enables  them  to  drive  farther  and  arrive 
fresher  than  they  could  previously. 

They  maintain  that  a  Cadillac  com- 
mands respect  and  admiration  wherever 
they  go. 

They  further  contend  that  a  Cadillac  is 
just  getting  nicely  broken  in  when  cars 
they  owned  previously  were  ready  to  be 
traded. 

Most  of  them  like  to  talk  about 
the  little  things  that  mean  so  much 
in  a  Cadillac.  Little  things  like  front 
bumper  guards  to  help  prevent 


-; 


parking  damage.  Cornering  lights  for 
added  convenience  when  driving 
night.  And  a  remote-control  left-side 
ror  you  can  adjust  from  inside  the  car. 

But,  if  you  press  them  on  it,  the 
probably  acknowledge  the  fact  that  it  w; 
Cadillac's  reputation  for  quality  and 
ability  that  led  them  to  Cadillac  in  t 
first  place.  That  a  Cadillac  means  so 
thing  special  in  driving  peace  of  min 
for  themselves  and  for  the  people  t 
care  for. 

And  they  never  seem  to  tire  of  talki 
about  the  lasting  value  of  Cadillac.  Tha 
Cadillac  traditionally  returns  a  larger  pro 
portion  of  investment  than  any  other  ca 
built  in  the  land. 

Cadillac  owners.  There's  no  more  loya 

influential  or  convincing  group  of  car  owr 

ers  anywhere.  They  make  quite  a  case; 

for  Cadillac,  isn't  it  time  you  put  a  littll 

©@@©        pleasure  into  your  driving?  Isn't  i 

time  you  put  yourself  behind  th< 

wheel  of  the  car  of  cars?  Your  auth( 

rized  Cadillac  dealer  can  arrange  i 


A  word  about  a  special  concern  of  ours.  Traffic  safety.  It's  something  that  Cadillac 
has  always  taken  seriously.  Did  you  know,  for  instance,  that  Cadillac  was  first  to  install 
safety  glass,  back  in  1928?  Or  that  the  1972  Cadillacs  incorporate  a  host  of  safety 
advances-like  the  energy-absorbing  steering  column.  Side-Guard  steel 
beams  in  the  doors,  front-seat  head  restraints,  and  many  others?  We 
are  dedicated  to  making  highway  travel  safer.  You  can  help  too 
1.  By  using  your  seat  and  shoulder  belts.  2.  By  making  sure  your  car  is 
in  good  running  order.  3.  By  never  driving  when  you're  tired  or  under 
the  influence  of  alcohol.  4.  By  driving  defensively.  Always  assume  the 
other  person  is  going  to  do  the  wrong  thing.  Thank  you.  Cadillac  Motor 
Car  Division. 


Shown  is  the  1972  Sedan  deVille. 


Betcha  $70  Million 

Once,  decades  ago,  National  Lead  hit  it  big  in  titanium  diox- 
ide. Now  it  is  hoping  to  repeat  by  plunging  into  magnesium. 


The  chips  are  down,  S70-million 
worth.  A  private  poker  game  with 
dealer  Dow  Chemical  watching  vvari- 
lv  as  XL  Industries,  Inc.  (formerly 
National  Lead),  prepares  to  draw  a 
crucial  card. 

At  stake  is  the  largest  single  invest- 
ment in  XL's  80-year  history— a  mas- 
sive 45.000-ton-a-year  magnesium  and 
80,000-ton-a-year  chlorine  complex  at 
Rowley,  Utah  on  the  Great  Salt  Lake. 
The  first  serious  bid  to  crack  Dim's 
U.S.  monopoly  in  magnesium,  it  will 
increase  U.S.  capacity  by  one-third 
when  it  comes  on  stream  next  year. 
For  sluggish  XL  it  is  the  ultimate 
comeback  play,  Chairman  E.R.  (Jefl 
Rowley's  swan  song 

Rowley  won't  discuss  the  gamble, 
hut  those  who  know  the  company  say 
tension  is  high  at  XL's  old  headquarters 
at  111  Broadway.  "Jell  is  about  as 
excited  as  I've  evei  seen  anybody  ex- 
cited about  anything,"  says  Model, 
Roland  Vice  President  Robert  Nie- 
bling,  who  lias  followed  the  company 
closel)  For  over  L5  years.  Adds  Arthur 
Carlson,  director  ol  research  at  Irving 
Trust,  "They're  either  going  to  be 
very  right  or  very  wrong" 

At  stake  is  a  prospect  tor  sustained 

earnings  growth  such  as  the  company 
lias  not  enjoyed  since  the  mid-Fif- 
ties, when  earnings  tripled  in  four 
years  to  $63  million  in  L956  on  $576- 
million-sales  alter  XL  made  a  well- 
timed  switch  to  titanium  dioxide  from 
white  lead  and  /ine  oxide  paint  pig- 
ments.    Then     du     Font     unveiled     a 


cheaper  titanium  dioxide  process,  and 
NL's  earnings  fell  back  to  around  $50 
million,  where  they  stayed  for  over  a 
decade,  save  for  a  brief  bulge  in  the 
mid-Sixties. 

"The  place  was  run  like  a  club  by 
[Chairman]  Joe  Martino,"  says  Nie- 
bling.  "There  was  little  organization, 
tew  real  accounting  controls,  little 
forward  planning.  When  du  Pont 
came  out  with  this  new  process,  they 
spent  millions  trying  to  upgrade  their 
pigment  so  it  would  compete  with 
dn  Pout's,  but  all  they  did  was  in- 
crease their  costs.  And  Martino  re- 
fused to  step  down  until  finally  in 
1967  the  board  brought  in  Rowley,  a 
34-year  veteran  of  XL,  who  was  then 
head  ot  their  partly  owned  Titanium 
Metals  subsidiary.  He'd  gone  in  there 
in  1953  when  we  were  having  the 
same  kind  ot  airplane  crisis  we're  hav- 
ing now,  and  he  persuaded  National 
Lead  to  stick  with  this  thing  when 
everybody  else  was  dropping  out.  He 
did  a  hell  ol  a  job  there." 

No  Time  lo  Lose 

Rowley  has  worked  feverishly  try- 
ing to  make  up  tor  lost  time,  calling 
in    management    consultants    Cresap, 

McCormick  &  Paget  to  do  a  complete 
analysis  ol  the  company,  and  persuad- 
ing Richard  M.  Paget  to  join  the  XL 
board  to  ensure  that  ("MP's  recom- 
mendations are  carried  out.  In  short 
order,  management  structure  was  de- 
centralized, younger  men  promoted, 
key    areas    like    finance,    research    and 


The  Price  of  Defense 


How  critical  National  Lead's  mag- 
nesium venture  is  must  be  judged 
in  light  of  the  situation  in  its  main 
product,  titanium  dioxide  (23%  of 
sales  i.  Together,  XI.  and  du  Pont 
have  about  two-thirds  of  the  mar- 
ket. Over  the  past  year  and  a  half 
prices  have  fallen  10'-  to  15%.  On 
the  other  hand,  the  price  of  one 
basic  law  material,  ruble  ore,  has 
soared  50V  since  1968. 

The  paradox  is  solvable  only  if 
one  knows  that  PPG  and  Sherwin- 
Williams,  who  use  vast  amounts  of 
titanium  dioxide  as  paint  opacifiers, 
decided  separately  some  years  ago 
to  produce  it  themselves. 

"PPG  decided  they  were  going 
to  open  a  big  rutile  orebody  in 
Sierra  Leone  and  a  titanium  diox-. 
ide  plant  in  West  Virginia,"  says 
close  XL  observer  Robert  Niebling 


ol  Model,  Poland.  "I  remember 
when  they  went  into  it,  NL  said  it 
would  never  work:  PPG  would 
have  all  kinds  of  operating  prob- 
lems. Then,  du  Pont  started  cut- 
ling  titanium  dioxide  prices  sharp- 
ly. Well,  PPG  built  that  plant  in 
L968  and  closed  it  this  year  at 
around  a  $5-inillion  loss.  Then  they 
wrote  oil  the  Sierra  Leone  thing 
for  another  $15  million." 

Sherwin-Williams  will  say  only 
that  its  experience  is  still  "very 
satisfactory,"  even  though  it  buys 
rutile  ore  on  the  open  market. 

Some  90%  of  the  world's  recov- 
erable rutile  ore  is  in  Australia, 
about  20%  of  it  owned  by  NL  and 
affiliates.  "I  can't  understand  why 
it's  in  such  short  supply  now,"  says 
Niebling.  "Its  only  uses  are  in  ti- 
tanium metal  and  titanium  dioxide." 


corporate   development   strengthened. 

Some  losing  operations,  like  acrylic 
plastic  sheet,  Rowley  scrapped.  Oth- 
ers, like  the  railroad  bearing  opera- 
tion that  was  merely  cranking  out 
solid  journal  bearings  for  a  shrinking 
market,  he  redirected.  "Rowley 
pushed  them  into  roller  bearings," 
says  Niebling  "and  they're  giving 
Timken  a  fight."  Rowley  also  bor- 
rowed the  money  to  make  a  spate  of 
line-broadening  acquisitions— on  top 
of  the  big  magnesium  commitment. 

The  outside  financing  was  needed 
because  Rowley  had  more  things  to 
do  and  less  money  with  which  to  do 
them.  For  example,  NL  has  for  years 
been  dumping  largely  untreated  sul- 
phuric acid  from  its  titanium  dioxide 
plants  into  the  Atlantic  Ocean  and 
(he  Mississippi  River.  Now  Rowley 
is  having  to  spend  $10  million  a  year 
on  pollution  control.  Meanwhile,  earn- 
ings fell  from  $51  million  in  1969 
to  $38  million  last  year,  as  several 
markets  faltered  and  titanium  dioxide 
prices  fell;  and  they  were  down  an- 
other 42%  in  the  first  nine  months  of 
this  year  as  NL  had,  for  the  first  time, 
to  consolidate  its  sizable  losses  in  Ti- 
tanium Metals,  now  seriously  overex- 
panded  with  the  cancellation  of  the 
supersonic  transport. 

NL's  long-term  debt  is  now  $242 
million,  over  50%  of  stockholders' 
equity,  in  a  company  that  nine  years 
ago  was  debt-free.  And  Rowley  has 
had  to  cut  dividends  from  42.5  cents 
to  25  cents.  Small  wonder,  then,  that 
he  is  tense  about  his  $70-million  mag- 
nesium venture. 

What  are  its  prospects?  Thanks  to 
recent    Dow    expansions,    magnesium 
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Service?  The  second  question  you  should  ask  about 


When  you've  seen  one  of  these  systems  at  work... with 
flashing  lights,  electronic  ticket  readers,  simultaneous  re- 
cording of  sales  and  inventory  data... you  won't  even  ask 
how  it  works.  You'll  just  want  to  know  who  will  keep  it 
working. 

If  the  system  you're  looking  at  is  the  SPICE™*  system 
developed  by  Pitney  Bowes-Alpex,  the  map  above  is  your 
answer.  At  every  one  of  those  phone  numbers  is  a  service- 
man (or  men)  at  your  disposal. 

These  are  the  men,  2400  f  them,  of  the  Pitney  Bowes 
service  organization,  which  has  a  52-year  reputation  for 
reliability  and  availability.  Before  each  SPICE  system  is 


installed,  the  local  service  group  receives  special  exten- 
sive training.  This  will  be  in  addition  to  the  training  in 
electronics  that  many  of  them  have  already  received.  (In 
case  you  are  unaware,  Pitney  Bowes  machines  often  in- 
volve sophisticated  electronics.)  These  men  are  on  call 
everywhere,  at  all  times— throughout  the  U.S. 

Service  is  a  big  question— and  we  think  we  have  a  big 
answer.  But  it's  not  the  first  question.  That  has  to  be 
"What  will  your  system  do  for  me?" 

Briefly,  it  will  do  more  than  any  other  competing  sys- 
tem. And  we  can  prove  it.  We  can  prove  it  with  long-term, 
on-ihe-job  results.  Our  first  full-store  installation  was  made 
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616-WI7-S936 


-393-4100 


^16   946-5607 


frOS-339-2114 


507-  345-3  769  414-739-32  52  517-793-4030 

507-282-9258  616-733-2109 

6869  414435  8345  313-235-7731 

608-784-6433  414-452-7201   414-682-1317     517  772  1362 

313-874-3900 
616-349-7771 

313-663-5456  313-689-4800 
S17-783-6852 


414-7393252 

414-435-8345 
.2  7201   414-68 
414-774-0324  414-233-2150 
608-238-7377 
319-233-9528      615-968-7588 
319-582-7775 


515-578-3031 


319-365  8125 


815  968  7588 


616-983-1861 
219-887-3353 


802-775-1665 
603-623-8841 
716  TR2-2681  315-451-1234 
315-732-0660         617-267-6862 
716-546-3280  315-788-5300  617-588-0250     401-274-6350 
716-284-8321     ,-.„  4^H  d.in  617-757-7778  61  7-588-02<;  1 

60?-aStVA   "8-842-36l°  ««8V"l21         61769794685263205 
807-R";9,4,9*  ,,V4-*Sa-|490  414.78I-4l90    617-673-6204 
5ft-.%«".    ■  9M-949-8242  203-489-4393 

^03-756-1495  203-368-3428  203-443-7833 

814-864-4054   7 17-342-7811  212-651-9300 

717-825-8746  ___  _        212-682-4400 
/17-322-2111  717-4SS-7201203  324  "« 
814-238-0101         717-455-1591  ^"1-6  78-8220 

717-286-1791   215-434-4404  2D1  791-800°  516-293-3300 


J    402-346  1142 
402-432  6114 


319  752-4405 


J*20127l92.34- 
it?,i7i««     219-887-3353         419-334-3411    216-886-0900      215-272-8011  215-393-420S     212-492-6H80  201-776-6988 
1I1JM1MS  ,.«  ■>-,-,   ....  419  4224858  717-421-1441  215-L041340     201-353-0302  609-344-3126 

312-232-2696  219-272-8181  419-238-6710  412-281-21-0  717-234-2681 

312-446-8800  419-223-3786  6 14-383-59 10    814-539-1567 

3096749264   742-1967  662-3766    419-756-6501  216.452-3611 
289-4162   S13-322-B344   614-452-7796 

614-443-4641     301-724-4556 
317-452-1224   513-222-6351  304-2  J2 -6563 


tl3  CC4-9817 


•  1*  403  2901 


616-7S3-S088 


309-829-3613 
217-352-5711 
309-342-3014 

217-429-4411    962-8398   812-372-3422 
217-523-7413   217-44 
217-223-6757 


*""  717-397.0071     2012496435 
717-843-46SS  215-922-61SO 

301-RE9-1313   215-37  3-4205     609-NO5  1150 
301-669-5050 

301-739-1313 
1  202-737-3552 
304-622-9891  302-674-31S0 

304-422-3131 


302-764-6012 


302-764-6013   3O1-PI2-1102 


606  324-8181 


913  TAT- 1388         913-CE4-9S17 

314-4 
913-CCS   1373  314 

816-826  0124 


318-833-1341 


7O3-373-1100 

70;Vft?5»o42*5.„. 
217-234-2361  227-9683  304-529-3841         703-296-4101 

606-23  3-0691  304-92  5-4921        703-244-2172 

812-882-1498   502  6362816  7038465479  703-RC2-8870 

812-424-9244       502-636-51H6  703-846-6S79   703-627-2578 

302-683-3551  606864-4116   «■*•«»•* «**  703-366-8589      703-282764M 
436-3176  703-266  85BO  703- 792-3 11  1 

703-632-3491   919-286-5226 


316  331   «1 


417-TU1-7301 


502-842-9295 


502  443-7363 


606-432-3176 
615-669-6742  703-362-1925    919-2759558    919-442-8834 

615-2451371      703-9%$4,°0\a»^*™*83I.     6826231 
615-928-1152   818-8662 


-JOS  A0749O2 


918-LU3  6277 


•  15  J4S  0595 


405   355-0592 


615-928-1152   818.86Ga  SS^JTIS      J!!'?"'75"  919968-21 1 1 

502-885-3687  615245-9811    615-323-45  4  5    704-982-8411    Jll'i*^?™*    »I9-™6S226 

615-291-3748  615-525-6251     «.,„?"■*"■      704-246-5929  '7'".    ti«. 

11   ■■758-441/    276  2612  919-735-7101 

.e*'iU?'  70437C072B    919-4B5-3449 

7«.»!Sto2!'      .03-J275324  »04.t33.4021    91973845G7 

901-422-6568     615-696-3427  803-23  3-8388  919-762-9666 

S01-SU2-86S6  901-278-6500 „   -M 919-237-6215 


417-MA4-4809 
501    443  4971 


50IWC2-9100 


615-383-3746 


405  357-Q829 


817-CD6  4088 
214-893-6306 
SIT -322  0788     214-792-8208 


501  FR4  3745 
501  NA4-2594 

SOI  JCS  4012 

SOI  FR4-2261 


205-766  6370 

205-534-4720      404-536-2944  382-5693  MO 3  585-5693 
205  355-5844   404-234-8955        803-250-9921 
601-842-7271  „   7666730  404-278-7512  404  546  6723 

404-42  7-8086  803  OR9-0761 

801-842-7273   205-237-0187  404-8731171  404  5«"».q  „,, 
601-3287711  2055464432 

601-627-1261  205-759-1380 


919-762-950G 


6O1-453-04S3 
•01-335-5163 
501-862-3011 
214TA4-0107  318  325  2317 

214-PL9-9444    318-422  7192  601  948-2572 

214  LV  3  2446  601-483-5491 


205  87  1  mi  ■; 
205  745-2531 
205-674-6327  404-32  3-1623 


404-724-3026 
404-22  7-6292  803-723-3C61 

912-742-3937 
404-873-2538 


912-236-5022 


404  323-5265 


5-677  1414 


817-753-6981 


214  591-4393 


601  582-0122 


205-792-1209 


912-244-4050 


512  GL2  t.479 


312  225  71  1  7 

512  575-0219 


713  634-3S7Q 


71  )  TW1C4C1 


713-772-4681 


904-763-7858 


205-438  5664   304-4560761    904-224-741 
504-926  8405 
316-448  1747   601 -864-5461 
318-232-0251 


504-324-0233 
318  478-3988 


904-372-2051 

904-622  7225 
308-255-4511 


504-876-2323 


303-G33-2993 
305-422-3193 
813-G82-8C64 

813 -877-7035   305-422-3191 
305-636-2992 


S12TU3-1844 
S12-723  2022 


305-563-5693 


512  CAS  1259 


S12-WIUG-8384 


the  new  electronic  point-of-sale  register  systems. 


Hi 
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Pitney  Bowes 

RETAIL  SYSTEMS 


in  October  1970.  Others,  ranging  up  to  55  registers  with  a 
credit  file,  quickly  followed.  With  such  success  that... 

Of  the  seven  "top  ten"  non-food  retailers  who  will  be  in- 
stalling electronic  registers,  five  will  install  SPICE.  In  total, 
more  than  twenty  leading  retailers  have  decided  on  our 
system. 

For  more  about  Pitney  Bowes:  its  position  as  one  of 
Fortune's  "top  500";  its  multi-million  dollar  research  and 
development  programs  in  electronics;  and  its  service  capa- 
bilities near  you.  contact  Mr.  Fred  Allen,  President,  Pitney 
Bowes,  Walnut  and  Pacific  Streets,  Stamford,  Conn.  06904. 
See  many  exciting  new  Pitney  Bowes  Retail  Systems  products  at  the  NRMA  Show  in  January. 


Pitney  Bowes-Alpex 
Monarch  Marking  Systems 
Malco  Plastics 


'Sales  Point  Information  Computing  Equipment 


supply  and  demand  are  now  in  bal- 
ance. Eugene  Erbin,  who  will  run 
NL's  new  Utah  plant,  estimates  that 
the  market  cannot  fully  absorb  the 
new  capacity  until  1975— and  that  as- 
sumes resumption  of  the  market's  10% 
annual  growth,  which  halted  this 
year.  It  also  assumes  no  new  capacity 
from  others.  Yet  Texas-based  America 
Magnesium  already  has  a  10,000-ton 
plant,  temporarily  shut  down  for  ecol- 
ogy reasons  and  start-up  bugs;  and 
Alcoa  and  Kaiser  Aluminum  have  both 
announced  that  they  are  seriously 
considering  entering  the  field. 

Nonetheless,  Erbin  expects  the 
plant  to  be  running  full  by  1973. 
How?  He  speaks  of  new  uses,  espe- 
cially in  automotive  die  castings— a 
field  NL  knows  about,  since  its  Doeh- 
ler-Jarvis  subsidiary  is  the  world's 
largest  independent  die-caster. 

Yet  Erbin  concedes  it  will  take 
quite  a  while  to  fill  the  big  Utah  plant 
by  such  means.  To  fill  it  by  the  end 
of  1973  means  taking  business  away 
from  Dow,  and  from  aluminum,  by 
slashing  prices.  Erbin  falls  just  shy  of 
admitting  as  much  when  he  says, 
"Magnesium  has  never  reached  the 
volume  it  should  have  in  this  country 
because  it's  a  monopoly.  All  I  can  say 
is  that  I  look  at  the  U.S.  market  price 
of  37  cents  a  pound  and  I  see  some 
room  there.  And  once  we're  operating 
at  capacity,  our  projected  costs  will  be 
very  attractive  even  at  lower  prices. 
Besides,    we   don't   have   to    operate 


/Magnesium  boss  Erbin  (left)  with  NL  Chairman  Rowley  (right)  in  Utah. 


at  capacity  in  order  to  break  even." 
Dr.  Robert  Busk,  Dow's  director  of 
metal  research,  is  skeptical:  "Essen- 
tially, they're  using  an  old,  well- 
proved  electrolytic  cell  developed  by 
I.G.  Farben.  What's  new  in  their  pro- 
cess is  taking  all  the  water  out  of  the 
magnesium  chloride  before  putting  it 
in  the  cell.  That's  difficult  to  do  eco- 
nomically. American  Magnesium  tried 
it,  and  they've  run  into  manufactur- 
ing problems.  If  NL  succeeds,  they'll 
produce  enough  chlorine  as  a  by-prod- 
uct to  reduce  their  costs  by,  say,  3 
cents  a  pound.  But  still,  their  costs 
and  ours  must  be  quite  comparable. 
Anyway,  I'm  sure  they  don't  know 
what  their  costs  really  are— we 
wouldn't  at  that  stage." 


In  reply,  Erbin  claims  a  technical 
trump  card:  "What's  unique  about 
our  system  is  that  the  electrolytic  cell 
is  fed  and  extracted  continuously,  in- 
stead of  being  done  cell  by  cell  by 
hand.  I  think  it's  one  of  the  biggest 
strides  in  nonferrous  metal  extraction 
in  maybe  25  years."  But  even  Erbin 
grants  it  will  be  hard  to  attract  new 
customers  to  magnesium,  with  its  spe- 
cial corrosion  and  combustibility  prob- 
lems, as  long  as  aluminum  is  widely 
available  at  distress  prices  rang- 
ing down  close  to  20  cents  a  pound. 

So  Jeff  Rowley's  $70-million  come- 
back gamble— is  still  a  gamble.  But 
no  one  will  ever  be  able  to  say  of 
him  that  he  never  took  a  shot  at  win- 
ning big  once  more.  ■ 


Big  Stee/'s  Little  Switch 

As  with  death  and  taxes,  few  companies  can  avoid  paying  rising  pension 
costs.  But  in  the  short  run  there's  a  tot  of  give  in  how  much  they  pay. 


In  September,  for  the  first  time  since 
1959,  U.S.  Steel  fell  into  the  red.  In 
the  third  quarter  it  lost  $10.5  million. 
But  the  loss  would  have  been  even 
greater-closer  to  $30  million-except 
for  one  fact:  a  $30-million  reduction 
in  the  amount  of  money  the  giant  con- 
tributed to  its  company  pension  fund. 

How    coul      U.S.  Steel  cut  pension 
fund   conti  at  a  time   when 

most  comp;  -caning  under 

the  weight  ol  in<  reasing  pension  i 
The  reason,  explained  the  company 
in  a  press  release,  was  a  "revision  of 
the  interest  facie."  Translation:  U.S. 
Steel  was  guessing  it  could  earn  a 
higher  return  on  it.  huge  52-billion 
pension  fund  in  the  future  than  it  had 
in  the  past. 

To  some,  U.S.  Steel's  bookk 
may   have  stirred  memories  of  1958. 
That,  too,  was  a  poor  earnings 
for  the  giant.  Faced  with  the  prosj 
oi  reporting  a  sharp  fall  in  profil 


the  year,  the  directors  okayed  a  cut  in 
the  company's  pension  fund  contribu- 
tions. The  result  was  that  U.S.  Steel's 
pension  costs  fell  from  $140  million 
in  1957  to  a  mere  $33  million  in  1958. 
That  made  U.S.  Steel's  profits  look 
considerably  better.  But  the  Account- 
ing Principles  Board  changes  of  1966 
dampened  that  kind  of  swing. 

Then   how   does   the    1971   adjust- 
ment differ  from  the  earlier  incident? 
U.S.  Steel  won't  discuss  it.  But  appar- 
ently the  1958  number  juggling  was 
based  primarily  on  expediency.  In  con- 
trast, the  1971  change  was  approved 
by  an  independent  actuary  and  based 
on    "actuarial    factors"— primarily    the 
int -rest  factors.  But  the  details  weren't 
explained  in  the  press  release  nor  will 
ompany  comment  on  them.  How- 
ever,  Thornton    L.    O'glove,    a   Wall 
analyst  with  Coenen  &  Co.  who 
tlizes  in  accounting,  guesses  that 
U.S.  Steel  "probably  increased  its  as- 


sumed rate  of  return  [on  its  $2-billion 
portfolio]  from  5%  to  6%." 

U.S.  Steel  isn't  the  only  company 
to  have  changed  its  pension  fund  ac- 
counting. Westinghouse  is  another 
one  that  cut  its  contributions  substan- 
tially last  year.  Frequently,  however, 
pension  contributions  are  cut  just  as 
company  pension  obligations  rise. 
For  example,  at  U.S.  Steel  pension 
costs  have  risen  from  $53  million  in 
1966  to  $105  million  last  year.  (In 
1970  that  was  equal  to  64%  of  its  pre- 
tax net.)  On  Aug.  1,  1971  during  U.S. 
Steel's  third  quarter,  its  new  con- 
tract with  the  United  Steel  Workers 
became  effective.  This  will  probably 
require  increased  pension  benefits. 

For  the  moment,  U.S.  Steel's  sudden 
decrease  in  pension  contributions  may 
be  justified.  But  that  may  just  be 
preparation  for  the  hard  reality  that 
in  the  future  its  pension  costs  will 
probably  continue  to  mount.  ■ 
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problem  witnyo/od 
is  that  they  only  se| 


I  This  is  where  they're  selling. 
■  This  is  where  we  can  help. 

Economic  <  editions  in  the  U.S.  over  the  past  couple  of 
years  have  certai.  i  the  need  for  American  companies 

to  diversify  their  n.  -forts  and  their  markets. 

And  whether  y  neofthe96%whodon'tdo 

business  internation.  «  ho  do,  there  are  a  great 

many  international  1  mes  open  to  you.  With 

export  being  just  one  o<      3m. 

You  might  find  that  in<  lim  rtarkets  your  company  might 
be  more  competitive  by  opening  a  plant  and  manufacturing 
locally.  Or  you  might  find  it  .kIm  i      tcquisition  route. 


Our  world  wide  services* 

But  nomatterwhat  sort  of  international  operation  your 
pany  is  undertaking,  or  should  be  considering,  Chemical  I 
can  provide  all  the  international  banking  and  financial  sup 
and  advice  you  need. 

Everything  from  routine  banking  and  financial  sen 
like:  foreign  exchange  and  letters  of  credit;  to  financing  exf 
plant  acquisitions  and  expansions;  to  sophisticated  internati 
financial  concepts. 

Our  world-wide  people. 

Chemical  Bank  has  been  providing  services  like  these  for 
140  years.  And  the  way  we  provide  you  with  all  these  ser 
today  is  through  a  U.S.  international  officer  who  is  respon 


li 


Imencan  manufacturers 
>5%of  the  world. 


r  relationship  worldwide  You  get  him  in  addition  to  the 

t  service  officer  other  banks  offer. 

le  international  officer  calls  upon  the  knowledge  and  ex- 

:e  of  our  foreign  country  specialists  and  coordinates  their 

in  your  behalf. 

nd  that  saves  your  having  to  deal  with  one  man  for  your 

5S  in  the  Far  East,  another  for  your  business  in  Europe,  and 

lers  for  other  areas. 

Our  world  wide  offices. 

irther,  we  back  our  people  up  with  people  and  branches 
sels,  Frankfurt,  London,  Paris,  Zurich,  Nassau  and  repre- 
ve  offices  throughout  the  world. 

)  maybe  you  ought  to  stop  poring  over  those  profit  and 
tements  long  enough  to  pore  over  a  map  of  the  world 


and  telephone  your  Chemical  Bank  representative.  Or  write: 
Mr.  Chandler  Mahnken,  20  Pine  Street,  New  York,  N.Y  10015. 
Telephone  (212)  770-1848.  And  take  advantage  of  the  11  billion 
dollars  we  have  invested  in  the  world. 

It  just  might  be  more  profitable  for  your  company  in  the 
long  run. 

Main  Office:  New  York.  Branch  Offices:  Brussels,  Frankfurt, 
London,  Paris,  Zurich,  and  Nassau.  Representative  Offices  in 
Beirut,  Madrid,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro, 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila,  and  Tokyo.  Corre- 
spondent banks  in  over  185  nations. 


Ci-EMICAL 


We  do  more  for  your  money. 


Amfac  is  health,  comfort, 
convenience . . . 


Quality  of  life  means  many  things. 
Appliances  to  lighten  work  loads... 
electricity  at  the  flick  of  a  finger.  Or 
the  right  medicine  for  a  sick  child. 

Many  lives  are  so  enhanced  by  our 
Distribution  and  Supply  Group. 
Some  it  touches  tangentially.  By 
providing  the  electrical  equipment 
for  the  West's  building  boom,  per- 
haps. Or  machinery  to  get  Hawaii's 
heavy  construction  jobs  done. 

Other  lives  we  touch  directly.  A 
century  ago  in  Hawaii's  sugarcane 
fields,  cane  cutters  needed  medi- 


a  service  that's  still  growing.  Just 
last  year,  we  started  distributing 
health  supplies  on  the  mainland 
through  Western  Drug's  seven 
wholesale  outlets. 

Knowing  what  people  need  and 
supplying  those  needs  has  helped 
us  expand  into  a  profitable  mix  of 
diverse,  but  closely  related  enter- 
prises in  17  states.  Our  continental 
U.S.  operations  today  produce  70 
percent  of  our  revenues. 

Last  year  was  another  profitable 
one.  Amfac  increased  its  reve- 


cent.  Each  group  contributed: 
Financial  Services,  Retailing,  Hos- 
pitality, Land  Management  and  Ag- 
riculture. Our  Distribution  Group 
alone  upped  its  pretax  earnings  46 
percent. 

Is  there  a  common  denominator  in 
the  management  of  finance,  fashion 
stores  and  farms?  Yes.  Something 
an  island  company  learns:  when 
customers  are  neighbors,  quality 
counts.  It'sa  philosophy  thatworks. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.O. 


cal  supplies-and  we  embarked  on     nues  34  percent,  earnings  25  per-     Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


M 


onormrac 

mily  of  enterprises  enhancing  people  and  places. 


Long  Wait 


After  15  years  of  losses  overseas,  Deere  &  Co.  is  ready 
to  find  out  whether  two  can  live  more  profitably  than  one. 


William  A.  Hewitt,  57,  is  board 
chairman  and  chief  executive  of 
Deere  &  Co.,  the  big  Moline,  111. 
farm  machinery  and  industrial  equip- 
ment producer.  He  is  also  an  exceed- 
in  sily  patient  man.  For  15  years  he 
has  waited  in  vain  for  his  overseas 
operations— including  ten  plants  lo- 
cated on  every  continent— to  return  a 
profit.  Last  year  the  operating  loss 
on  some  S200  million  of  foreign  sales 
ran  $12  million  to  $15  million.  All 
told,  Deere  has  lost  in  the  neighbor- 
hood of  SI 00  million  since  going 
overseas  back  in  1956. 

In  years  gone  by.  Hewitt  could 
have  afforded  to  be  patient.  Dozing 
the  mid-Sixties  the  U.S.  farm  equip- 
ment market  was  booming.  Deere 's 
sales  soared  to  $1.1  billion  in  1966, 
on  which  it  earned  $78  million,  or 
$5.46  per  share,  giving  the  company 
a  15%  return  on  its  shareholders' 
equity.  Everywhere  he  turned,  Hew- 
itt, who  became  chief  executive  in 
1955,  was  congratulated  for  his  skill- 
ful management. 

Starting  around  1967.  however, 
the  IS.  market,  where  Deere  enjoys 
the  leading  share  ahead  of  Massey- 
Ferguson  and  lnteniation.il  Harvester, 
suddenly  turned  sour.  Deere  was 
caught  with  large  inventories  d  hard- 
to-move  tractors,  combines  and  other 
Farm  equipment.  Prices  weakened  and 
so-called  sales-incentive  payments  (to 
get  the  merchandise  moving  again) 
rose.  The  result:  Deere's  dollar  sales 
plateaued  for  the  next  lour  years  at 
just  a  little  over  $1  billion;  its  earn- 
ing zigzagged  downward,  finally 
winding  up  at  $46  million,  or  $3.12 
per  share,  in  1970. 

In  fairness,  everyone  in  the  farm 
equipment  market  suffered.  Massey- 
Ferguson,  in  fact,  dropped  $20  mil- 
lion into  the  red  during  1970  (Forbes, 
&ug.  15).  But  Deere's  weakness  sur- 
prised everyone.  What  had  happened 
to  that  skillful  management?  Silence 
is  Bill  Hewitt's  answer  to  that  ques- 
tion. Somewhat  less  reticent,  Presi- 
dent Ellwood  Curtis  replies,  "Hind- 
sight tells  us  we  simply  listened  to 
the  optimistic  sales  forecasters  longer 
than  we  should  have." 

The  Italian  Way 

Under  the  circumstances,  however, 
it  became  a  lot  tougher  for  even  a 
patient,  proud  man  like  Bill  Hewitt  to 
tolerate  those  chronic  overseas  losses. 
So  much  so  that  he  has  now  swal- 
lowed his  pride  and  signed  an  agree- 
ment, the  final  details  of  which  will 


be  announced  in  the  next  few  weeks, 
to  merge  all  of  Deere's  overseas  op- 
erations into  a  joint  venture  with  Ita- 
ly's Fiat,  S.p.A.  From  here  on,  two 
companies  that  have  had  trouble  go- 
ing it  alone  in  overseas  farm  machine- 
ry and  industrial  equipment  markets 
will  try  to  make  a  go  of  it  together. 

Deere's  main  problem  abroad  was 
that  it  was  late,  decades  late.  Both 
Massey-Ferguson  and  International 
Harvester,  and  Ford  too  in  farm 
equipment,  were  already  well  estab- 
lished abroad  by  the  time  Deere  ar- 
rived on  the  scene.  "We  couldn't 
come  in  on  a  gradual  basis,"  explains 
Hewitt.  "There  were  big  producers 
already  in  the  market,  so  we  had  to 
enter  quickly  and  on  a  large  scale. 
That's  always  expensive." 

When  Deere  started  in  Germany  in 
1956,  for  example,  there  were  al- 
ready some  30  companies  selling  farm 
equipment  there.  Those  with  the 
larger  market  shares  had  well-estab- 
lished dealer  setups  and  customer 
loyalties,  both  of  which  are  crucial 
in  selling  farm  equipment.  Deere 
also  found  stiff  competition  when  it 
entered  France  a  couple  of  years  later, 
and  upon  entering  Spain  a  couple  of 
years  after  that. 

There  were  other  problems  too. 
In  Europe  the  biggest  demand  is  for 
30-  to  80-horsepower  tractors,  while 
Deere's  U.S.  line  consisted  of  much 
larger  tractors.  New  models  had  to 
be  developed.  With  so  many  com- 
petitors, price-cutting  has  always 
been  a  fact  of  life.  Deere,  which  had 
trouble  generating  enough  sales  vol- 
ume to  net  a  profit  with  normal 
prices,  was  hurt  doubly. 

Enter  Fiat,  which  two  years  ago 
had  discussed  a  similar  kind  of  joint 
venture  with  Allis-Chalmers.  Fiat  has 
also  been  displeased  with  its  farm 
equipment  and  industrial  equipment 
business,  which  together  make  up 
roughly  10%  of  its  $2.7-billion-sales 
total.  Fiat  is  reported  to  have  netted 
only  small  profits  on  these  operations 
in  recent  years. 

To  the  new  venture,  Fiat  will  chip 
in  all  of  its  farm  and  construction 
equipment  operations,  with  sales  of 
$260  million.  Deere  will  add  all  of 
its  farm  and  construction  machinery 
operations  outside  of  North  America 
(except  its  smallish  joint  venture  with 
Australia's  Chamberlain  Holdings 
PTY,  Ltd.),  with  sales  of  about  $200 
million.  So  the  new  company  will 
start  off  with  a  vo'ume  of  around 
$460  million— and  a  net  loss.  Based  in 
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sovereign 
reasons... 

WHY  YOU  SHOULD 
LOCATE,  RELOCATE 
OR  EXPAND  YOUR 
OPERATION  IN  THE 
UNION  PACIFIC 
WEST: 
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Nevada 
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Utah 

Washington 

Wyoming 

We've  grown  and  prospered 
here  for  over  100  years.  We 
are  almost  sure  that  we  can 
answer  any  specific  question 
about  the  area  that  you  might 
think  of.  Meanwhile,  send  for 
free  information  on  our  indus- 
trial properties  in  any  or  all 
13  state?  ...  in  absolute 
confidence. 

Write  to 

John  W.  Godfrey,  M 

Chief  Exocr 

Officer,  Land 

Division, 

Union  Pacific, 

Omaha, 

Nebr.  68102. 


Europe,  it  will  be  run  by  a  combined 
American-Italian  management  that 
will  probably  be  headed  by  a  chief 
executive  from  Deere.  It  will  go  into 
operation  early  next  year. 

Two  and  Two  Equal  .  .  . 

Will  it  cure  Deere's  overseas  drain? 
Right  off,  it  should  cut  Deere's  loss 
by  more  than  half— if  Fiat's  opera- 
tions do  indeed  earn  money.  That's 
because  Deere's  equity  in  its  own 
losses  will  drop  from  100%  to  50%,  its 
ownership  share  in  the  new  company. 
Curtis,  who  has  been  closely  involved 
in  the  Fiat  deal,  says  he  expects  the 
joint  company  to  break  into  the  black 
by  the  third  year,  which  means  some- 
time during  1974. 

How?  Deere  and  Fiat  look  for  sev- 
eral benefits.  One  is  a  broader,  more 
complete  product  line  consisting  of 
Fiat's  smaller  horsepower  tractors  and 
Deere's  larger  ones.  Says  Hewitt:  "We 
will  have  a  lot  more  clout  in  the  mar- 
ketplace. Farmers  will  do  more  busi- 
ness with  us  simply  because  they 
will  be  able  to  satisfy  more  of  their 
equipment  needs  from  a  single  deal- 
er." In  the  joint  company,  too,  there 
should  be  an  opportunity  to  cut  out 
many  duplicate  selling  and  adminis- 
trative expenses.  And  Hewitt  looks 
forward  to  being  able  to  rearrange 
and  combine  some  of  the  two  com- 
panies'  plant   facilities. 

In  short,  though  he  would  never 
use  the  word,  Hewitt  is  banking  on 
synergy  to  bail  him  out. 

Of  course,  even  under  the  most 
favorable  conditions,  the  physical 
merging  of  two  separate  operations 
never  works  out  as  smoothly  as 
planned.  This  one  is  complicated  first 
by  the  language  and  cultural  differ- 
ences of  the  two  partners.  It  is  one 
thing  for  Hewitt  to  sit  down  with  his 
friend,  Fiat's  Giovanni  Agnelli,  and 
discuss  how  harmoniously  they  will 
work  together,  but  quite  another  for 
the  Italian  and  American  managers 
down  the  line  to  team  up  and  actual- 
ly do  the  work.  It  is  complicated,  too, 
by  the  growing  signs  of  recession  in 
Europe,  especially  in  Germany. 

The  joint  venture,  moreover,  will  do 
little  to  solve  the  main  problem  both 
Fiat  and  Deere  face  in  the  European 
market:  the  surfeit  of  competition  and 
production  capacity  that  have  com- 
bined to  make  price  lists  a  joke.  "It's 
like  a  gasoline  price  war  over  there," 
admits  Hewitt.  Even  if  Deere  and 
Fiat  close  down  a  plant  or  two,  that 
won't  make  much  difference  in  the 
market  as  a  whole.  Hewitt  cautions 
against  expecting  quick  results. 

Back  in  the  U.S.,  business  is  start- 
ing to  improve  for  Deere.  So  far  in 
fiscal  1971  (through  Oct.  31)  the 
company's  retail  farm  equipment  sales 
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at  the  dealer  level  are  up  about  8* 
over  1970.  Farm  equipment  repre- 
sents about  three-fourths  of  Deere's  to- 
tal sales.  Since  mounting  a  major  ef- 
fort in  industrial  equipment  in  the 
mid-Fifties  (crawler  tractors,  logging 
equipment,  materials  handling  equip- 
ment) Deere  has  lifted  sales  in  that 
area  to  around  20%  of  its  total,  de- 
spite increasing  exposure  to  competi- 


B/'g  Guy.  The  competition  is 
numerous  in  skimobiles  and 
garden  tractors,  two  of 
Deere's  newer  product  lines. 
But  the  competitors  are  also 
mostly  small,  which  makes 
both  fields  attractive  to  a 
company  with  Deere's  finan- 
cial and  marketing  resources. 


tion  from  Caterpillar  Tractor.  In  fiscal 
1971  industrial  equipment  sales  are  up 
15%  at  retail.  As  a  result,  Deere  was 
able  to  increase  its  profits  for  the  first 
three  quarters  of  the  fiscal  year  from 
$2.07  to  $2.51  per  share. 

That's  at  least  a  step  toward  a  turn- 
around. If  the  improvement  at  home 
sticks,  and  the  losses  overseas  are  re- 
duced to  around  the  break-even  point, 
Hewitt  no  doubt  will  regain  some  of 
his  luster.  If  the  Fiat  joint  venture 
actually  nets  a  profit  in  a  few  years- 
well,  break  out  the  medals.  But  for 
Deere  stockholders  with  longer  mem- 
ories, it  will  take  many  years  of  re- 
ceiving a  half  share  of  whatever  prof- 
its the  joint  venture  can  generate  to 
plow  under  the  $100  million  of  losses 
they  have  already  suffered.  ■ 
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FACING  UP  TO  PROFILES. 

Today,  demographic  profiles  have  a  way  of  coming  out  fiat. 

Concentrating  on  who's  who  ignores  a  market's  most  impor- 
tant dimensions.  Who  buys  what  and  how  often. 

Because  knowing  what  a  man  makes,  or  how  he  makes  it,  is 
not  to  know  what  he'll  buy. 

Funny  thing  is,  sonic  magazines  would  still  rather  match  pro- 
files than  customers.  While  most  advertisers  are  looking  at  product 
users,  heavy  users,  brand  choosers. 

We  think  the  growing  emphasis  on  product  buying  patterns 
helps  explain  why  TV  Guide  shows  up  on  so  many  television/maga- 
zine schedules. 

Our  reach  into  target  markets  is  big.  And  we  put  the  pressure 
where  it  counts.  Because,  in  a  media  mix,  TV  Guide  delivers  about 
the  same  proportion  of  light  and  non- viewers  as  Life  or  Digest. 

A  campaign  budget  works  hard  here.  Your  ad  dollar  generally 
buys  more  readership  in  TV  Guide  than  in  any  other  mass  magazine. 

That's  why  so  many  big  sellers  are  marketing  here.  Shouldn't 
you  be,  too? 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS.  INC. 

Sell  with  the  one  that's  selling. 


Sources:  Simmons,  Starch. 


Loss  of  Innocence? 

For  decades  the  Southern  Co.  has  been  cutting  electric 
rates,  not  raising  them.  Did  that  help  them  when  South- 
ern  finally  needed  an    increase?    Quite    to    the   contrary. 


Time  was,  in  the  late  Sixties,  when 
Atlanta-based  Southern  Co.  was  as 
hot  a  growth  company  as  an>  in  the 

electric  utility  industry.  Southern's 
trouble  now  is  that  it  still  is.  Its  boom- 
ing geographical  area  is  squeezing 
the  company  between  a  minimum 
1972-73  construction  budget  of  $2.2 
billion  and  the  reluctance  of  its  reg- 
ulatory commissions  to  give  South- 
ern enough  rate  increases  to  main- 
tain its  earnings. 

To  Southern's  new  chief  executive, 
Akin  W.  Vogtle  Jr.,  the  company's 
10%  earnings  decline  for  the  year  so 
far  seems  almost  a  loss  of  innocence. 
"It's  pitiful,"  says  the  53-year-old  Ala- 
bam  ian  in  his  deep  southern  drawl. 
"We're  not  going  to  be  able  to  meet 
the  coverage  requirements  of  our 
charter  or  of  our  mortgage  inden- 
tures unless  our  earnings  are  in- 
creased." And  the  only  way  that  South- 
ern cat)  turn  earnings  around  is  by 
getting  rate  hikes. 

But  the  public  service  commissions 
that  govern  Southern's  operating  com- 
panies (Georgia  Power  Co.,  Alabama 
Power  Co.,  Mississippi  Power  Co.  and 
Gulf  Power  Co.  in  Florida)  have  been 
generally  unsympathetic  to  Vogtle's 
requests   for   more   money.    Alabama 


Diseconomies.  By  bvl'ding 
power  p/c;    j  coa/ 

mines,  Sou//  ,<je  heft 

savings    for  OVV/ 

says  Southern's  Vogtle  (above), 
if  is  cheaper  to  dose  do  this 
mine    near    /Viuf  \/a.    and 

bring     in     coal     from     ouit,de. 


Governor  George  Wallace  is  challeng- 
ing in  court  the  $16.9-million  rate  in- 
crease that  Alabama's  Public  Service 
Commission  gave  Alabama  Power  last 
spring— the  company's  second  in  70 
years  of  operation.  And  while  Georgia 
Power  was  recently  granted  a  $26- 
million  hike  (its  first  since  1948),  it 
was  little  more  than  half  the  $45  mil- 
lion requested. 

Why  should  a  power  company  be 
under  fire  for  its  first  rate  increase  in 
23  years?  Partly  because  attacking 
utility  companies  is  politically  the 
thing  to  do  these  days.  But  partly, 
too,  because  the  Southern  Co.  has 
spoiled  its  customers:  For  the  past  23 
years  it  has  been  cutting  rates.  It  has 
been  blessed  with  its  own  coal  mines 
and  a  time-zone  split  that  allows  one 
half  of  its  system  to  reach  a  peak  ear- 
lier than  the  other,  thus  cutting  peak 
demand  and  the  capacity  needed  to 
meet  it.  "We  figure  that's  worth  some 
dollars  to  us,"  says  Vogtle. 

But  it  wasn't  worth  enough  to  off- 
set the  chain  of  events  that  led  to  a 
financial  condition  at  Georgia  Power 
which  President  Edwin  I.  Hatch 
termed  "critical."  For  the  first  seven 
months  of  1971,  earnings  at  Georgia 
Power,  Southern's  most  important 
unit,  fell  26%.  As  a  result,  the  coverage 
on  its  interest  charges  was  too  thin  to 
permit  it  either  to  issue  any  new  pre- 
ferred stock  or  to  float  the  $100  mil- 
lion in  first  mortgage  bonds  it  still 
hopes  to  issue  in  March  1972. 

What  happened?  For  starters, 
Southern's  two  coal  mines  in  Alabama 
quit  producing  low-cost  coal.  "In 
fact,"  says  Vogtle,  "we  had  to  close 
one  down  because  the  coal  coming 
out  of  it  was  a  great  deal  more  ex- 
pensive than  what  we  could  buy  on 


the  open  market."  Wluch  says  a  lot, 
since  Southern's  fuel  costs  rose  275? 
in  last  year's  coal  shortage. 

The  obvious  answer  was  to  switcli 
to  nuclear  generation— obvious,  that 
is,  until  environmental  issues  began  to 
loom  so  large  in  Atomic  Energy  Com- 
mission decisions  (Forbes,  Oct.  1). 
"Now,"  says  Vogtle,  "nuclear  is  not 
going  to  have  such  a  wonderful  future 
unless  a  lot  of  things  get  changed." 
The  heart  of  the  problem  is  the  time 
that  the  nuclear  controversy  will  take. 
The  two  nuclear  plants  Southern  now 
has  under  construction  are  sure  to  be 
delayed,  and  Vogtle  is  considering 
switching  another  planned  nuclear 
plant  to  a  coke-fired  plant.  "But  then, 
you  perpetuate  another  conservation 
problem  which  is  looming  bigger  and 
bigger,"  he  says.  "We  don't  know 
what  criteria  will  be  imposed  on  us 
for  fossil-fuel  plant  emissions." 

New  plants  have  also  been  the 
source  of  another  problem— outages. 
Two  shutdowns  of  new  plants  at  Geor- 
gia Power  brought  a  15%  increase  in 
the  cost  of  purchased  power  last  year; 
and  that,  plus  a  31.3%  increase  in  in- 
terest on  first  mortgage  bonds,  brought 
an  absolute  decline  in  Southern's 
earned  surplus  for  1970. 

For  the  12  months  ended  Sept.  30. 
Southern's  return  on  equity  was  6.7%, 
vs.  a  12.3%  average  for  the  five  years 
ended  the  same  date.  Southern  stock, 
which  nearly  doubled  to  36  in  the 
early  Sixties,  is  now  selling  for  20, 
about  equal  to  its  price  ten  years  ago. 
And  the  company  faces  the  certainty 
of  rising  construction,  interest  and  real 
estate  costs  as  it  plans  to  double  its 
generating  capacity  by  1975. 

Will  that  planned  doubling  ever 
take  place?  Vogtle  has  to  assume  that 
it  will.  But  whether  at  a  reasonable 
profit  depends  on  the  public  service 
commissions.  "If  we  cut  out  entirely 
every  little  expense  we  had,  it  still 
wouldn't  be  enough,"  says  Vogtle.  "To 
sell  securities,  we've  got  to  increase 
rates.  There  is  no  other  way."  ■ 
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How  Bankers  Trust,  palm  oil, 

and  82  million  kilowatts  of  electricity 

changed  the  Eurodollar  market. 


Our  Congo  loan  didn't  turn  the  inter- 
national money  market  topsy-turvy. 

Neither  did  our  loan  to  a  European 
national  electrical  energy  agency. 

But  a  lot  of  eyebrows  were  raised. 

That's  not  a  new  experience 
for  Bankers  Trust. 

We  make  loans  to  customers  who've 
never  had  Euro-loans  before.  And  we 
invent  unusual  forms  for  Euro-loans. 
But  don't  get  the  idea  that  we're  a 
bunch  of  wild-eyed,  far-out  bankers — 
we're  not.  We're  stable  and  cautious 
and  careful — bankers  have  to  be. 

But  we  think  the  most  important 
qualification  for  a  good  banker  (and  a 
good  bank)  is  the  quality  of  imagination. 

Especially  in  the  international 
money  market. 

And  weVe  got  a  lot  of  international 
bankers  with  a  lot  of  imagination. 

Ergo,  the  Congo. 

The  Democratic  Republic  of  the 
Congo  has  a  stable  government  and  a 
steadily  developing  economy. 

But  they  needed  money  to  keep 
growing.  They  needed  new  roads,  to 
get  their  major  exports — coffee,  tea, 
cotton,  and  you  guessed  it — palm  oil — 
from  the  interior  to  the  coast. 

No  one  had  made  a  Euro-loan  to  the 
Congo  before. 

So  we  filled  the  gap  with  25  million 
dollars. 

Precedent  breaking?  Certainly. 


But  a  very  sound  business  decision 
on  our  part.  Ten  other  banks  subse- 
quently joined  us  in  this  loan. 

Which  goes  to  prove  one  thing — 
someone  has  to  be  first. 

We're  glad  it  was  us. 

The  story  behind  the 
82  million  kilowatts  of  electricity? 

A  European  country  needed  more 
electricity.  Its  national  electrical  energy 
agency  wanted  to  expand  in  a  big  way 
— to  more  than  82  million  kilowatts. 

The  result?  The  largest  financing 
package  to  date  in  the  Eurodollar  mar- 
ket. S425  million. 

Our  wholly  owned  English  merchant 
bank,  Bankers  Trust  International  Ltd., 
helped  arrange  the  loan. 

$300  'million  as  a  seven-year  loan, 
provided  by  a  group  of  30  commercial 
banks.  Led  by  the  London  office  of 
Bankers  Trust. 

And  the  other  $125  million? 

Enter  the  first  10-year 
"Floating  Rate." 

The  other  $125  million  was  raised  by 
a  10-year  issue  of  notes  at  "floating  rate," 
the  holder  gets  an  interest  rate  that 
fluctuates  with  the  prevailing  market, 
rather  than  a  fixed  yield. 

Again,  a  sound  business  decision. 
(After  all,  why  pull  your  hair  each    « 
time  there's  a  fluctuation  when  you     B 
can  do  something  about  it?)  W 

Which  again  proves  one  thing —    h 


someone  has  to  be  first. 

Of  course,  we're  not  always  first. 

Sometimes  we're  second. 

After  the  first  10-year  "floating  rate" 
issue,  we  managed  the  second  one — 
$75  million  to  Pepsico. 

And  we  didn't  make  "firsts"  with  our 
syndicated  loan  to  the  Congo. 

The  first  Euro-loan  to  a  Black 
African  Nation  was  made  in  1968  to 
the  Ivory  Coast — by  us. 

Sometimes  we  just  make  loans. 

Or  put  together  syndicates  with 
other  leading  international  banks.  And 
our  Merchant  Bank  in  London  is  capa- 
ble of  doing  abroad  what  American 
commercial  banks  are  not  allowed  to 
do — namely,  underwriting  corporate 
securities. 

We  don't  believe  in  being  first  just 
for  the  thrill  of  it  all.  We  innovate  when 
it's  been  the  most  logical  way  to  serve 
our  customer's  best  interest. 

And  speaking  of  customers, 
have  we  scared  you? 

We've  been  tossing  some  pretty  big 
names  around. 

Maybe  you  don't  have  as  much  glam- 
our as  a  developing  African  Nation. 

Or  you're  not  as  big  as  Pepsico. 

But  if  you're  involved  in  the  inter- 
national money  market,  and  you're 
b     beginning  to  wonder  if  we're  inter- 
ested in  a  company  your  size,  please 
3    don't  wonder. 
B        Find  out. 


You'll  find  an  international  banker  at 

Bankers  Trust. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


The  Money  Men 


Can  You  Top  This? 

/.\  no.  anyone? 

Eliot  J. i in  way  has  garnered 
headlines  In  predicting  the  Dow 
[ones  industrials  would  fall  to  500. 
A  New  Vorlc  City  market  letter 
writer  by  the  name  of  Thomas  J. 
Holt  lias  caused  a  mild  stir  by  urg- 
ing his  customers  to  go  short. 

Who  says  you  can't  make  mon- 
ej  selling  America  short? 

William  II.  Tehan  is  convinced 
you  can,  and  Tehan  has  just  made 
a  strong  bid  to  become  the  leader 
of  the  Bear  Pack.  Unless  someone 
comes  along  and  predicts  the  Dow 
dropping  to  zero,  Tehan's  latest  pre- 
diction will  be  hard  to  top.  Tehan 
thinks  the  Dow  will  drop  to  300 
and  maybe  even  to  200.  Casting  a 
misanthropic  eye  on  the  day's  head- 
lines, Tehan  declared  flatly:  "Noth- 
ing, but  nothing,  now  can  save  the 


shattered  world  monetary  struc- 
ture and  avert  the  worst  economic 
disaster  in  history." 

Tehan  says  he's  so  pessimistic 
that  he  has  rented  rather  than  pur- 
chased the  home  he  occupies  in 
suburban  Bronxville,  N.Y.  His  wife 
wants  to  own  a  $100,000  home. 
Said  Tehan,  "I  told  my  wife  we'll 
soon  be  able  to  buy  it  for  $15,000 
to  $25,000." 

We'd  better  tell  you  right  away 
that  Tehan's  record  as  a  forecaster 
is  not  what  you'd  call  brilliant.  As 
a  mining  and  metals  analyst  at 
Hayden  Stone  he  was  bullish  be- 
fore the  1962  200-point  decline 
and  left  a  year  or  so  later.  As  a 
Dominick  &  Dominick  salesman  he 
did  his  own  research  because  he 
didn't  trust  the  firm's.  He  got  bear- 
ish on  the  market  in  mid-1965, 
but  the  Dow  advanced  from  840  to 
1,000  and  he  had  to  cover  his 
short  positions  in  1966.  Asked  to 


Tehan  of  P.R.  Herzig 


depart  from  D&D,  Tehan  moved 
to  another  quality  Wall  Street 
house,  White  Weld  &  Co.  in  1967. 
As  the  market  took  its  precipitous 
drop  "in  1969,  Tehan  again  pre- 
dicted disaster.  He  was  still  pre- 
dicting it,  but  no  longer  at  White 
Weld  when  the  market  bottomed 
out  at  630,  then  soared  over  30%. 

Now,  from  P.R.  Herzig  &  Co., 
Tehan  is  interpreting  yet  another 
weak  market  as  the  prelude  to  Ar- 
mageddon. World  trade,  he  said, 
is  completely  unhinged,  and  the 
world  is  in  for  ten  years  of  terri- 
ble depression— not  recession  but 
depression.  Any  company,  U.S.  or 
foreign,  that  is  leveraged  with  debt 
will  follow  Penn  Central  into  the 
bankruptcy  courts,  but  bondhold- 
ers won't  fare  well  either  because 
interest  rates  will  soar. 

Tehan's  advice:  Sell  your  stocks, 
buy  gold  mining  shares.  Even  real 
estate  will  shrivel  in  value.  You 
can  sell  stocks  now  at  $25  and  cov- 
er within  three  years  at  $5. 

Tehan  claims  that  President  Nix- 
on's recent  moves  have  made 
things  worse.  "The  10%  surcharge 
and  the  floating  of  the  dollar  have 
shattered  the  structure  of  the  mon- 
etary system." 

For  a  man  who  can  conjure  up 
so  vivid  an  economic  hell,  Tehan 
is  a  good  deal  less  imaginative 
when  you  ask  him  why  all  this  is 
going  to  happen. 

He  falls  back  on  some  rather 
tired  arguments  that  are  familiar 
enough  to  readers  of  far  right-wing 
publications,  but  are  hardly  accept- 
ed in  respectable  economic  circles. 
He  says  that  full  employment  is  a 
dangerous  goal  and  that  debt  is, 
per  se,  bad.  He  loves  to  talk  about 
fiscal  discipline,  which  tends  to 
mean,  of  course,  a  lower  standard 
of  living  for  most  people  and  a 
tight  rein  on  health,  education  and 
welfare  spending.  Men  like  Tehan 
seem  to  feel  that  in  striving  for  a 
prosperous  society  with  security  for 
all,  man  is  challenging  God  and 
Cod  will  punish. 

There  is  always  the  possibility 
that  Tehan  could  turn  out  right 
this  time.  But  judging  from  his  per- 
formance in  1962,  1966  and  1969, 
that  might  be  more  accident  than 
calculation.  In  any  case,  the  odds 
seem  heavily  against  him. 

One  thing  is  clear:  Rival  bears 
are  going  to  have  a  hard  time  top- 
ping Tehan.  Unless  they  want  to  pre- 
dict zero  on  the  Dow.   ■ 
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Earnings  Are 
What  Really  Count 

lib  theory  has  been  tripping 
off  many  tongues  in  Wall  Street 
latch  Called  supply-&-demand 
theory,  it's  a  simple,  mechanistic 
wa>  of  explaining  why  the  market 
goes  up  or  goes  down.  Which  may 
\ie  why  it  is  so  popular. 

The  theory  has  been  a  consid- 
erable weapon  in  the  hands  of  the 
bears  of  late.  The  argument  goes 
like  this:  In  order  to  cut  down  their 
horrendous  debt  loads  and  fund 
essential  modernization  and  ex- 
pansion, corporation  after  corpora- 
tion is  selling  new  common  equity. 
These  sales  are  overwhelming  the 
demand  from  institutional  buyers 
—especially  with  mutual  funds 
playing  a  dwindling  role.  As  lor 
individuals,  they're  liquidating  equi- 
ties and  buying  bonds  with  nice 
fat  coupons,  or  putting  their  cash 
in  the  hank.  Result:  When  existing 
stock  is  put  on  the  market,  there's 
no  money  around  to  buy  it.  Down, 
down  goes  the  market. 

How    potent  a  bearish   argument 
this  has  been  can  be  gleamed  from 
a  single  set  of  figures.  Before  I 
the  mount  of  new  equity 

ever  offered  had  been  in  1961— 
billion  worth.  But  starting  in 
I  the  figure  soared  to  S4.3  bil- 
lion, to  $6.8  billion  in  1970  and 
this  year  will  pass  Sll  billion.  With 
individuals  selling  old  stocks  and 
corporations  selling  ru  "  stocks,  no 
wonder  the  stock  market  was  go- 
ing down' 

Does  the  theory  hold  up?  That 
is  what  Gustave  Levy,  managing 
partner  of  Goldman,  Sachs  want- 
ed to  know.  He  tossed  the  assign- 
ment to  Goldman's  associate  econ- 
omist. Richard  Worley,  a  26-year- 
old  with  little  more  than  a  year  and 
a  half's  experience  on  Wall  Street. 

How  strong  was  the  S-D  case-' 
Its  critical  weakness,  concluded 
Worley,  is  that  it  completely  over- 
looks corporate  earnings. 

The  volume  of  equity  financing 
has  probably  peaked,  says  Worley. 
Why?  Well,  profits  are  expected 
to  rise  between  10?  and  15%  this 
year,  and  perhaps  15?  to  20?  more 
in  1972.  Corporate  short-term  li- 
quidity has  improved  by  more  than 
$10  billion  since  the  end  of  last 
year.     Yet     capital     spending     has 
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TEMPEST  IN  A  TEAPOT? 

True,  mutual  funds  are  buying  less  stock  this  year  at  a  $1.5  billion  rate  vs. 
$2.5  billion  two  years  ago.  But  all  other  institutions  are  buying  at  an  un- 
precedented $20.5  billion  rate. 


MUTUAL  FUNDS 
NET  NEW  MONEY 


NET  STOCK  PURCHASES 


OTHER  INSTITUTIONS 
NET  NEW  MONEY 


NET  STOCK  PURCHASES 


1960         1965        1966         1967        1968         1969 
SOURCE:  FEDERAL  RESERVE  FLOW  OF  FUNDS  (1971  ESTIMATED) 


1970 


1971 


risen  by  only  2?  or  3?  this  year. 

"We  expect  that  by  the  end  of 
1972  corporate  liquidity  will  be 
back  to  acceptable  1966  levels," 
says  Worley.  "In  other  words,  you'll 
get  some  slight  reduction  in  the 
amount  of  financing  next  year— say 
$16  billion  in  bonds,  $8  billion  in 
stocks,  and  maybe  So  billion  in 
bank  loans." 

But  $8  billion  in  equity  financ- 
ing is  still  an  enormous  amount  of 
new  stock,  topped  only  by  expect- 
ed 1971  levels  in  the  entire  postwar 
period.  Won't  that  much  new  stock 
depress  demand  for  stock? 

"I  don't  see  that  argument  ei- 
ther," says  Worley.  "The  \olume 
of  new  issues  must  be  viewed  rela- 
tive, to  the  supply  of  funds  avail- 
able to  the  market.  I  would  inter- 
pret the  tremendous  buying  on  the 
part  of  the  four  main  classes  of 
institutional  investors  that  has  tak- 
en place  so  far  this  year  as  evidence 
that  there  is  great  flexibility  in  their 
investment  philosophy.  Further- 
more, the  flow  of  funds  into  these 
four  financial  institutions  will  con- 
tinue to  increase  in  1972." 

But  what  about  mutual  funds? 
"Sure,  there's  been  a  trend  to- 
ward net  redemptions  in  mutual 
funds.  But,  viewed  in  perspective, 
mutual  fund  stock  purchases  are 
quite  small  relative  to  those  of  oth- 
er institutional  investors.  Many  peo- 
ple nevertheless  feel  that  because 
of  their  very  high  activity  rates, 
mutual  funds  exert  a  large  influ- 
ence on  the  market.  This  may  be 
true  but  I  see  no  particular  reason 
for  thinking  that  they  will  be  less 


active  or  aggressive  in  the  future." 

Since  he  dismisses  supply-de- 
mand relationships,  what  then  does 
Worley  credit?  Earnings,  in  a  word. 
"I  think  the  most  telling  explana- 
tion of  the  large  volume  of  new 
stock  issues  and  possibly  of  the 
market's  poor  performance  is  that 
corporate  profits  have  done  very 
poorly  since  1966.  You  know,  peo- 
ple think  institutional  investors  are 
the  ones  who  move  the  market, 
right?  Well,  pension  funds  and  oth- 
er institutional  investors  bought  a 
hell  of  a  lot  of  shares  in  1969  and 
1970  and  the  market  didn't  do  well. 

"In  fact,  if  you  say  that  excess 
institutional  demand  is  what 
pushed  equity  values  up,  we  should 
have  had  our  best  markets  right 
when  we  didn't  have  them.  From 
1951  to  1961  there  was  no  excess 
institutional  demand,  save  for  the 
last  two  years,  yet  the  S&P  425 
tripled.  We've  had  considerable  ex- 
ccss  institutional  demand  from 
1961  on  and  the  S&P  425  has  not 
yet  doubled." 

The  meaning  is  quite  clear:  If 
earnings  improve,  then  so  will 
these  supply-demand  relationships; 
individuals  will  buy  more  and  sell 
less;  institutions  will  do  the  same; 
and  there  will  be  less  new  stock 
for  sale. 

All  this  will  disappoint  those 
people  who  look  for  easy,  mechan- 
istic explanations  of  how  things 
work.  But  it  won't  disappoint  the 
real  fundamentalists  who  have  al- 
ways believed  that  stock  prices 
tend  to  follow  earnings.  Count 
Goldman,  Sachs  in  that  group.   ■ 
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D  WORKS 

MINOXC 


David  Markin,  president  of  Checker  Motors  Cor- 
poration, always  pockets  his  featherweight  4  oz. 
Minox  camera.  For  recording  manufacturing  prog- 
ress, investigating  fleet  operations,  remember- 
ing innovations  and  unique  materials  at  design 
shows,  and  for  public  relations  at  business  meet- 
ings, David  finds  a  picture  is  worth  10,000  words. 
Evenings  and  weekends?  He  Minoxes  family, 
friends  and  sports  events. 
David  never  misses  because  his  electronic  Minox 
C  is  totally  automatic  and  computerized.  He  just 
drops  in  a  film  cartridge  . . .  aims  and  shoots  for 
sharp,  full-size  B/W  or  brilliant  color  pictures 
every  time. 

This  year,  gift  yourself,  clients  and  friends. 
At  all  fine  camera  counters. 

MINOX  USA        _^ 

P.O.  Box  1060,  Woodside,  N.Y.  11377     r™6*?C3 


Sheepskin  that  lasts 
FOREVER 

Precisely  reproduced  on  satin-finish  stainless 
steel,  a  college  diploma,  a  certificate,  photo- 
graph or  any  other  document  will  last  virtual- 
ly forever.  Lettering  and  illustrations  are 
fused  to  the  solid  stainless  steel  ...  im- 
pervious to  moisture,  aging,  and  sunlight.  A 
quick  wipe  with  a  damp  cloth  maintains  its 
elegant  luster.  For  our  other  distinctive,  en- 
during gift  ideas,  see  your  jeweler  or  station- 
er, or  write  direct  for  descriptive  pamphlet. 

THE  MASSILLON  PLAQUE  CO. 

DEPT.  F-11,  630  N.  ERIE  ST., 
MASSILLON,  OHIO  44646 


In  the  Eye  of  the  Storm 

What  happens  when  you're  trying  to  cut  down  in  a  business, 
and  suddenly  the  customers  start  showing  up  in  droves? 


There  are  few  things  more  discour- 
aging for  a  small  company  than  to  find 
itself  stranded  in  some  business  back- 
water; but  an  explosively  growing 
market  has  its  disadvantages  too.  Con- 
sider the  case  of  smallish  National- 
Standard  Co.  of  Niles,  Mich.,  which 
last  year  earned  a  comfortable  $7.3 
million  on  $124  million  sales.  For  years 
to  come,  N-S  would  seem  to  have 
more  market  than  it  can  handle. 

The  awkward  part  is  that  satisfying 
that  market  could  mean  destroying 
the  balanced  product  mix  that  the 
company  has  worked  so  hard  to 
achieve  and  that  resulted  in  a  tripling 
of  sales  and  earnings  in  the  past  15 
years;  but  failing  to  satisfy  it  might 
mean  slowed  growth. 

National-Standard's  problem  hinges 
on  the  steel-belted  radial  tire  already 
in  widespread  use  in  Europe,  which 
most  tire  industry  observers  feel  is 
certain  to  be  adopted  on  a  large  scale 
by  the  big  Akron  tiremakers  by  the 
mid-Seventies.  National-Standard  is 
the  only  U.S.  producer  of  the  high- 
quality  fine  steel  wire  that  steel-belt- 
ed radials  use  instead  of  rayon  or  fiber 
glass.  National-Standard  is  so  crucial 
to  the  manufacture  of  radial  tires  that 
when  it  decided  in  1970  it  could  have 
some  wire  available  this  year,  both 
Goodyear  and  Firestone  announced 
"technological  breakthroughs"  that 
would  enable  them  to  produce  radial 
tires  in  1971. 

N-S  can  now  produce  about  12  mil- 
lion pounds  of  radial-type  wire  an- 
nually at  its  Alabama  plant,  which 
it  expects  to  expand  to  34  million 
pounds.  Chairman  Thomas  H.  Pearce, 
who  came  to  N-S  from  England  back 
in  1948  to  work  on  tire  wire,  thinks 
the  company  could  reach  a  50-million- 
pound  output  by  1975.  Goodyear,  for 
one,  predicts  a  minimum  demand  of 
50  million  pounds  by  1975,  with  a 
possible  maximum  as  high  as  200  mil- 
lion pounds.  At  current  prices,  that 
means  a  market  of  between  $30  mil- 
lion and  $110  million. 

Right  Back  Again 

But  Pearce  is  a  little  bothered  about 
the  current  rush  of  demand.  In  1959, 
when  N-S  got  almost  80'*  of  sales 
from  wire  products  and  U.S.  wire  com- 
panies were  failing  because  of  foreign 
competition.  Pearce  decided  that  to 
grow,  N-S  must  step  up  research,  ex- 
pand overseas  and,  most  important, 
diversifj  domestically  awaj  from  both 
wire  and  tires.  N-S  is  the  major  sup- 
plier  of   head   wire    used    in    tire   side- 


walls.  So  he  acquired  companies 
steel  products,  welding  and  machinery 
while  expanding  in  wire  abroad.  "The 
main  thing,"  says  Pearce,  "was  getting 
away  from  the  tire  industry." 

The  approach  of  the  radial  tire 
seems  to  have  shot  that  hope  for  the 
moment.  Not  only  is  N-S  back  in  the 
arms  of  Akron,  it  has  quite  an  array  of 
potential  competitors,  both  in  wire 
and  other  synthetics  that  could  re- 
place wire.  Firestone  and  Belgium's 
Bekaert  are  constructing  small  U.S. 
wire  facilities.  FMC's  American  Vis- 
cose division  has  taken  out  licenses 
from  Pirelli  on  wire  processing.  Mon- 
santo is  working  on  a  steel-spinning 
technique  to  replace  the  traditional 
(and  expensive)  wire-drawing  pro- 
cess. On  the  synthetic  side,  du  Pont  is 
testing  its  new  Fiber  B,  a  tough  but 
still  costly  product;  Owens-Corning 
Fiberglas  and  PPG  are  working  on 
new  glass  fiber  products,  hoping  to 
keep  some  of  the  business  they  now 
have  in  fiber  glass  bias-belted  tires. 

But  N-S  has  a  new  wire-making 
process  of  its  own,  developed  with 
Battelle  Development  Corp.  To  hurry 
the  radial  market  along,  it  has  devised 
some  new  tire-making  machinery 
which  it  soon  hopes  to  offer  as  part 
of  an  entire  radial-building  system. 

Despite  the  size  and  weight  of  its 
competitors,  N-S  has  the  undeniable 
advantage  that  its  steel  capacity  is 
here  when  the  tire  companies  need  it. 
At  this  stage,  all  the  others  are  John- 
ny-come-latelys. 

The  disadvantage  is  that  Pearce, 
after  a  decade  of  trying  to  lead  his 
company  away  from  Akron,  is  leading 
it  closer  again.  "I  think  it  is  good  to  be 
diversified,"  he  says.  But  obviously  he 
thinks  a  shot  at  real  growth— even 
with  hazards— is  better.   ■ 
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Environs  de  Manfei— Mauric«  de  Vlaminck  11876 


from  The  Forbes  Magazine  Collection 


Is  this  the  year  Forbes  has  a  special  claim  to  be  your  gift  choice? 

Thanks  to  the  price-freeze,  1972  has  more  than  its  share  of  question  marks 
hanging  over  it.  Yet  the  forecasters  are  making  optimistic  noises.  At  times 
like  these,  it  might  be  good  to  have  Forbes  coming  regularly.  In  the  last  few 
issues  Forbes  has  looked  at  companies  in  computers,  railroads,  glass, 
agricultural  machinery,  in-home  sales,  oil ..  .discussed  stock-options,  no- 
load  funds  and  brokers  going  public,  all  in  terms  of  what's  happening  now 
—and  that's  only  a  small  part  of  what  a  year  of  Forbes  can  bring. 

There's  an  added  incentive  to  make  Forbes  your  choice— a  special  gift  rate. 
The  first  subscription  only  is  charged  at  the  regular  price  of  $9.50  a  year. 
All  additional  gifts  on  the  list,  including  the  renewal  of  your  own  subscrip- 
tion if  you  wish,  are  $7.50— a  saving  of  $2  on  each  one. 

A  gift  announcement  will  be  sent  to  each  recipient,  hand  inscribed  with 
your  name  and  bearing  a  reproduction  of  the  Vlaminck  landscape  you  see 
above.  The  subscription  will  begin  with  the  big  January  1,  Annual  Report 
on  American  Industry  issue. 

Send  us  your  list  either  on  your  own  stationery  or  on  the  adjoining  card. 
Forbes,  Dept.  1272,  60  Fifth  Avenue,  New  York,  N.Y.  10011.  Pan-American 
and  foreign  subscriptions,  please  add  $6  per  year. 


ourjetpower 
gets  you  there,  it    ,^._ 

brightens  your  st 


When  you  wing  it  to  the  Big  Town  on  a  747,  United  Aircraft  is  on  board, 

too.  In  fact,  our  engines  power  most  of  the  free  world's  jetliners. 

Reliably,  economically. 

Words  that  also  hold  true  for  the  power  behind  more  and  more 

bright  city  lights.  Some  60  utilities  have  ordered  or  are  using  our 

gas  turbines  to  generate  electricity.  And  advances  we're  making 

now  will  brighten  their  prospects  of  solving  problems  of 

fuel  shortages,  high  fuel  costs  and  pollution. 

A  powerful  lot  of  advanced  research  is  being 

turned  on  at  United  Aircraft. 
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PRATT  &  WHITNEY  AIRCRAFT  • 
HAMILTON  STANDARD  • 
SIKORSKY  AIRCRAFT  •  NORDEN  • 
UNITED  TECHNOLOGY  CENTER • 
UNITED  AIRCRAFT  RESEARCH 
LABORATORIES  •  UNISEM  • 
UNITED  AIRCRAFT 
OF  CANADA  LIMITED  • 
TURBO  POWER  &  MARINE  SYSTEMS 
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The  Creeping  Doubt 

All  you  have  to  do  is  think  about  self-insurance. 
And  you  start  wondering  if  you're  doing  the 
right. thing. 

A  Creeping  Doubt  is  enough  to  keep 
any  company  from  self-insuring.  Even 
ones  that  should. 


Halt  It. 


With  answers  from  a  business  insurance  expert.  CNA. 

If  you're  thinking  about  self-insurance,  we'll  help  you 
clarify  your  ideas. 

By  working  with  you  to  decide  the  services  you'll  need, 
we  can  help  you  identify  your  problems  and  opportunities. 

CNA  is  the  insurance  company  with  the  guts  to  halt  the 
Creeping  Doubt. 

But  he's  just  one  of  the  ways  insurance  can  lag  behind 
your  business. 

And  just  one  of  the  Insurance  Lags  we  can  help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 

*"C7\#\  / 'insurance 

Yxjt  v^y  to  beat  tfie  Lags 


CNA/INSURANCE  310  S.    MICHIGAN  AVI  A  JO.   L  I.     1,0604     CONTINENTAL  CASUALTY  CO.     AMERICAN  CASUALTY  CO.     NATIONAL   FIRE  INSURANCE  CO.  OF   HARTFORD       . 

TRANSCONTINENTAL   INSURANCE  CO.      TRANSFORATION  INSURANCE  CO.     VALLEY  FORGE  INSURANCE  CO.     VALLEY  FORGE  LIFE  INSURANCE  CO.     CNA  INVESTOR  SERVICES.  INC.  a'  C/VCV enlerpnse 


Five,  Four,  Three,  Two  . . . 

Earnings  are  what  the  accountants  say  they  are. 
Some  oil  companies  are  about  to  find  that  out. 


A  time  bomb  has  begun  ticking  away 
for  many  a  U.S.  oil  company— and  for 
those  who  own  stocks  in  them.  If  the 
bomb  goes  off  ( and  the  odds  are  it  will 
early  next  year)  the  explosion  in  the 
market  for  oil  company  stocks  could 
be  greater  than  any  caused  by  past 
expropriations  or  present  impositions 
of  higher  royalties  and  taxes. 

It's  a  near  certainty  that  several 
companies  that  have  been  terrific  mon- 
e\  makers  won't  look  nearly  as  good  as 
thej  used  to.  Others  that  have  shown 
just-about-average  earnings  will  look 
a  great  deal  better. 

Earnings,  as  even  sophisticated  in- 
vestor knows,  are  what  accountants 
make  them.  And  the  American  Insti- 
tute of  Certified  Public  Accountants 
is  well  on  the  way  to  issuing  new  rul- 
ings on  how  oil  company  earnings 
should  be  figured. 

There  are  two  principal  methods  for 
accounting  for  oil  exploration  and  de- 
velopment expenses.  One  is  field-cost 
accounting;  the  other,  full-cost  ac- 
counting- In  addition,  there  are  in- 
numerable combinations  of  both.  Un- 
der full-cost  accounting,  if  a  compan) 
explores  a  field,  investing  millions,  and 
doesn't  find  oil,  it  amortizes  the  cost 
over  a  period  of  years.  Under  field- 
cost  accounting,  it  expenses  the  cost. 

A  field  is  a  limited  area  with  cer- 
tain geological  features  that  point  to 
oil  beneath  the  ground. 

Companies  that  use  full-cost  ac- 
counting obviousl)  are  going  to  slum 
higher  earnings— for  a  while.  For  that 
reason,  as  Stanley  P.  Porter,  southwest 
regional  partner  of  Arthur  Young  & 
Co.  and  one  of  the  leading  authori- 
ties on  oil  accounting  in  the  nation 
has  said:  "The  financial  statements 
of  companies  that  follow  full-cost  ac- 
counting cannot  be  compared  with 
those  of  the  majority  of  companies  in 
the  industry.  Those  companies  that 
use  full-cost  accounting  are  not  even 
comparable  with  one  another  because 
of  material  differences  in  the  method 
of  applying  full-cost  concepts."  A  com- 
pany, for  example,  may  use  full-cost 
accounting  for  its  operations  in  the 
U.S.  and  field-cost  accounting  for  its 
foreign  operations.  It  may  use  field- 
cost  accounting  for  certain  regions  of 
the  country  and  full-cost  accounting 
for  other  regions. 

The  recommendation  of  the  Ac- 
counting Principles  Board's  committee 
on  extractive  industries  has  brutal 
implications  for  those  oil  companies 
that  have  used  full-cost  accounting. 
The  committee  recommends  that:   1) 


field-cost  accounting  should  be  the 
only  method  used  in  determining  an 
oil  company's  profits,  and  2)  that  all 
certified  public  accountants  should 
make  this  decision  retroactive. 

Later  in  November  the  APB  com- 
mittee began  open  hearings  on  the 
question  in  New  York.  What  happens 
now  is  anybody's  guess.  The  oil  com- 
panies that  practice  full-cost  account- 


TRICKS  ACCOUNTING 
CAN  PLAY 

What  difference  does  full  cost 
accounting  make?  Those  oil 
companies  that  changed  over  in 
1963  and  1964  lagged  behind 
the  industry  average  in  return 
on  equity  before  the  changeover, 
but  soon  outpaced  it. 


ing  are   attending   the   hearings   with 
guns  blazing. 

However,  if  the  AICPA  does  accept 
the  recommendation  of  the  APB  com- 
mittee, the  effect  on  oil  company  stocks 
could  be  considerable.  A  glance  at  the 
chart*  will  show  why.  Simply  by 
changing  from  field-cost  accounting  to 
full-cost  accounting  in  1963  and  1964, 
some  companies  were  able  to  show 
an  impressive  increase  in  their  earn- 
ings. If  these  companies  have  to 
change  back  to  field-cost  accounting, 
•they  will  show  just  as  impressive  an 
earnings  drop. 

*  Based    on     research     conducted     by    Dr.     John     P. 
Klingstedt  of  the  University  of  Oklahoma. 


Most  of  the  companies  that  use  full- 
cost  accounting  are  either  relatively 
small  in  themselves  or,  if  not  that,  at 
least  relatively  small  factors  in  the  oil 
business:  Among  others,  they  include 
Coastal  States,  King  Resources,  Occi- 
dental, Pennzoil,  Tesoro,  Westates  Pe- 
troleum, Texas  Oil  &  Gas,  Pubco. 
With  one  notable  exception,  the  big, 
long-established  oil  companies  all  use 
field-cost  accounting. 

Full-cost  accounting  did  not  come 
into  wide  use  until  1963  and  1964, 
and  by  then,  says  Roger  Davis,  comp- 
troller of  King  Resources,  "It  was  an 
impossible  task  for  the  majors  to  re- 
structure themselves  to  take  advan- 
tage of  this  system."  Which  is  why  the 
smaller  oil  companies  like  his  own  be- 
lieve the  big  boys  in  the  industry  are 
ganging  up  against  them. 

Texaco's  Reasoning 

In  resisting  the  change,  the  inde- 
pendents have  at  least  one  big  gun  on 
their  side— giant  Texaco,  Inc.,  the  most 
profitable  of  the  international  compa- 
nies and  the  one  major  that  does  use 
full-cost  accounting.  Says  William  R. 
Love,  Texaco  vice  president  and 
comptroller:  "We're  going  to  support 
Texaco's  position  because  we  believe 
full-cost  is  the  most  realistic  method 
and  the  APB's  recommendations  will 
greatly  limit  the  application  of  full- 
cost  accounting.  You  have  to  consider 
the  whole  operation.  The  reality  of 
this  business  is  that  you  can  drill  ten 
dry  holes  and  the  11th  is  productive. 
If  you're  an  established  company,  in 
the  long  run  it  won't  make  any  materi- 
al difference  what  accounting  method 
you  use."  (Under  field-cost  account- 
ing, a  company  understates  its  earn- 
ings initially  and  in  effect  overstates 
them  subsequently.  Under  full-cost 
accounting,  it  does  the  reverse.) 

You  mean  it  won't  make  any  dif- 
ference, Forbes  asked. 

"I  said  it  wouldn't  make  any  ma- 
terial difference,"  Love  replied. 

In  normal  accounting  practice,  any- 
thing from  5%  to  10%  is  not  considered 
a  "material"  difference.  Which  seems 
reasonable  for  well-established  Tex- 
aco. But  smaller,  newer  companies? 

Sidestepping  the  question,  all  that 
Love  would  say  is,  "I  do  believe  that 
many  of  the  smaller  companies  use 
full-cost  accounting  because,  like  us, 
they  believe  it's  the  most  reasonable 
system." 

In  a  company  as  large  as  Texaco, 
with  its  income  sources  widely  diver- 
sified, the  impact  of  full-cost  account- 
ing on  its  reported  profits  may  not  be 
very  large.  But  in  the  past  it  has  been 
very  large  indeed  for  smaller  compa- 
nies whose  income  is  derived  predom- 
inantly from  oil  production.  For  them, 
the  time  bomb  ticks  on.   ■ 
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Wheeiabrator  Frye 
has  just  made  the  big  board. 


Nobody  thought  we  could  bring  it  off. 
We  took  The  Equity  Corporation, 
a  36-year  old  holding  company  with  a 
complicated  structure,  merged  its  major 
components,  and  transformed  it  into  a 
modern  operating  company  with  a 
simplified  structure. 

All  within  eighteen  months. 
The  result  is  better  control  and  a  more 
certain  base  for  future  growth  for  our 
shareholders. 

We  are  a  new  company. 
Except  that  we  have  a  unique 
advantage  for  a  new  company:  we're  not 
starting  from  scratch. 

Wheelabrator-Frye  has  a  net  worth 
of  S90  million.  Sales  of  Si50million. 

And  cash  and  equivalents  of  $25  million. 
But  most  important,  our  divisions  have 
major  positions  in  the  markets  they're  in. 

And  our  business  is  in  growth  markets: 
environmental  control,  and  communications 
systems. 

Our  Environmental  Systems  Group 
is  a  worldwide  operation. 

It  has  air  pollution  control  systems 
operating  in  virtually  every  country  of 
Europe  and  South  America;  Japan,  India, 
Aust  Taiwan,  New  Zealand, 

South  Wes   Africa,  Israel,  the  Soviet 
Poland,  and 
Vugo  I  -ted  States. 

Our  ..ng  operations  are 

also  workiu  it 

We  offer  rru  methods  of 

preparing  metal  suri     es  than  any  other 
company  in  the  world. 


But  our  systems  are  carefully  con- 
trolled. They  don't  use  acids  to  clean  metals. 

Wheeiabrator  equipment  cleans  mechan- 
ically, ultrasonically  and  by  orboresonance. 

So  our  customers  can  clean  metals 
without  pouring  polluting  effluents  into 
the  world's  rivers  and  oceans. 

Our  Communications  Systems  Group 
is  printing  tomorrow's  money  today. 

Our  paper  operations  under  the  Frye 
name  are  a  major  factor  in  the  credit  card 
forms  millions  of  individuals  sign  each  day 
throughout  the  world. 

Our  ink  operation  is  the  2nd  or  3rd 
largest  producer  of  printing  inks  for  the 
packaging,  printing,  and  publishing 
industries.  They  are  marketed  under  the 
Sinclair  &  Valentine  name. 

In  short,  we  are  a  solid  company. 

With  this  strong  base,  we  plan  to  seek 
out  a  major  acquisition  to  supplement  the 
company's  current  position  in  the  environ- 
mental and  communications  markets,  and 
to  expand  our  international  operations. 

For  the  past  eighteen  months,  the 
efforts  of  our  management  have  been 
devoted  to  streamlining  a  powerful 
production  and  marketing  machine, 
tooled  up  to  perform  in  growth  markets. 

Now,  we're  on  the  move. 

Wheeiabrator  Frye 

299  PARK  AVENUE,  NEW  YORK  CITY      m 

Our  new  ticker  symbol 
on  the  New  York  Stock  Exchange  is: 

WFI 


Back  in  the  Race 

For  too  long,  France's  Rhone-Poulenc  seemed  guided  by 
George  Bernard  Shaw's  motto,  "Better  never  than  late." 
But  now  it  is  running  hard  to  catch  up  with  its  industry. 


The  first  thing  that  needs  saying 
about  Rhone-Poulenc  is  that  it  is  not 
a  chateau-bottled  wine,  but  one  of 
the  world's  top  dozen  chemical  com- 
panies. Its  sales  of  SI. 9  billion  place 
it  in  the  same  class  as  Monsanto  or 
W.R.  Grace,  and  a  little  ahead  of 
Dow  Chemical.  As  one  of  France's 
top  three  companies  (the  other  two 
are  Peehiney-Ugine  Kuhlmann  and 
Renault),  it  is  the  French  equivalent 
of  du  Pont— only  three  times  as  big, 
allowing  for  the  different  sizes  of  the 
two  economies. 

That  all  this  should  need  even  say- 
ing is  a  testimony  to  the  highly  de- 
veloped sense  of  anonymity  that  has 
long  been  the  hallmark  of  much  of 
French  business  life.  For  example, 
everybody  knows  of  Germany's 
Hoechst,  Bayer  and  BASF  and  Brit- 
ain's Imperial  Chemical  Industries. 
But  no  one  would  be  disgraced  for 
confessing  that  be  had  never  thought 
of  France  as  having  a  chemical  in- 
dustry at  all. 

Why?  Recently  Rhdne-Poulenc's 
own  president,  Wilfrid  Baumgartner, 
former  finance  minister  to  General  de 
Gaulle  and  ex-governor  ol  the  Banque 
de  France,  headed  a  governmental  in- 
quiry into  the  workings  ol  the  French 
stock  market.  It  wanted  to  know  why 
half  of  the  Frenchman's  savings  is 
staffed  under  mattresses  instead  ot  be- 
ing invested  in  companies  like  Rhdne- 
Poulenc,  and  why  so  lew  foreigners 
buy  French  sec  unties.  One  reason, 
Baumgartner's  commission  found,  was 
inadequate  company  disclosure.  In 
other  words,  that  old  tradition  of 
anonymity.  It  recommended,  among 
other  things,  that  companies  make 
full  use  of  the  financial  press  at  home 
and  abroad  to  inform  the  investing 
public.  Yet  when  Forbes  called  on 
Baumgartner,  he  insisted  that  he  must 
not  be  quoted  because,  said  Baum- 
gartner blandly,  "I  hate  publicity." 

In  fairness  to  Rhone-Poulenc,  it  is 
today  actively  setting  an  example  to 
the  rest  of  French  business  in  throw- 
ing open  its  shutters.  It  introduced 
such  radical  (for  France)  innovations 
as  consolidated  accounts,  details  of 
product  breakdown  and  even  statis- 
tical summaries  in  English.  The  in- 
cident just  cited  only  goes  to  show 
how  tenacious  long-established  reflex- 
es can  be. 

R-P's  past  addiction  to  anonymity 
went  hand  in  hand  with  the  hide- 
bound policies  it  inherited  from  a  by- 
gone age  of  Lyons  textile  families.  It 
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Baumgartner  of  Rhone-Poulenc 

worked  well  enough  for  a  family-con- 
trolled provincial  company  whose  ho- 
ii/ons  were  hounded  by  France's  tar- 
ill  walls,  behind  which  it  enjoyed  a 
near-monopoly  of  France's  man-made- 
fiber  market.  But  when  tariffs  began 
to  (all  within  the  Common  Market, 
and  the  international  competition  be- 
gan to  hot  up,  changes  had  to  come. 

The  Laggard 

Even,  so,  R-P  left  the  changes  till 
very  late.  At  the  start  of  the  Sixties, 
it  ranked  among  the  leaders  of  the 
European  chemical  industry,  second 
only  to  [CI.  It  could  count  itself  as 
the  peer  ol  the  German  Big  Three, 
ahead  ol  all  the  rest  in  Europe.  But 
during  the  succeeding  years  of  heady 
chemical  expansion,  R-P  fell  behind. 

By  1967  it  suffered  the  traumatic 
experience  of  seeing  its  sales  volume 
dip  and  two-thirds  of  its  profits  dis- 
appear. Meanwhile,  its  European 
competitors  forged  ahead.  Even  now, 
after  a  series  of  mergers  in  1969  that 
nearly  doubled  its  sales,  R-P  is  still 
smaller  than  any  of  the  German  Big 
Three  or  Italy's  Montedison.  It  has 
even  been  overtaken  by  Holland's 
AKZO,  while  Switzerland's  recently 
merged  Ciba-Geigy  is  not  far  behind. 

R-P's  major  weakness  was  its  de- 
pendence on  synthetic  fibers,  which 
accounted  for  nearly  60%  of  its  busi- 
ness. With  70%  of  the  French  synthet- 


ic fiber  market  and  10%  of  world  ca- 
pacity, this  had  been  R-P's  strength. 
With  sales  static  and  prices  falling 
by  50%  over  five  years,  it  was  a  rec- 
ipe for  trouble.  But  this  wasn't  the 
whole  story.  The  company  also 
muffed  its  big  opportunities. 

One  of  its  great  assets  is  its  first- 
rate  research  facilities,  on  which  R-P 
wisely  spends  a  lot  of  money.  It  was 
Rhone-Poulenc  that  pioneered  cello- 
phane (du  Pont  was  its  first  licensee). 
The  company  takes  pride  in  the  re- 
turns that  licensing  agreements  bring 
it— on  average,  six  times  what  it  pays 
other  companies  for  their  know-how. 

But  any  company  with  a  real  win- 
ner will  rue  the  day  it  settles  for  mere 
royalties.  That  is  what  R-P  did  some 
12  years  ago  when  it  invented  Thora- 
zine, the  wonder  tranquilizer  that  an 
R-P  executive  estimates  has  been  sav- 
ing U.S.  mental  hospitals  $2  billion  a 
year.  Instead  of  cashing  in  by  manu- 
facturing the  drug  in  the  U.S.,  R-P's 
management  settled  for  licensing  fees 
from  Smith  Kline  &  French.  "It  made 
that  company's  fortune,"  claims  an 
R-P  executive,  "but  we  weren't  or- 
ganized enough  to  do  it  ourselves  in 
the  States.  Today,  we  would."  The 
company  also  prided  itself  for  its  free- 
dom from  debt.  Yet,  as  one  French  in- 
vestor puts  it,  "What  was  the  sense  in 
i  el  using  to  borrow  when  money  was 
cheap,  when  today  it  borrows  at  8/4%?" 
—the  cost  ol  a  recent  R-P  borrowing. 

Only  in  1969,  after  it  had  slipped  to 
a  little  more  than  half  the  size  of  Bay- 
er, did  R-P  straighten  out  its  mix  by 
acquiring  a  big  petrochemical  base. 
This  it  did  by  taking  over  two  key 
French  companies,  Progil  and  part  of 
Pechiney-St.  Gobain.  The  move,  if 
late,  was  still  a  good  one.  It  restored 
R-P  in  terms  of  pure  size  to  the  chem- 
ical big  league.  It  also  effected  a  de- 
risive shift  away  from  fibers,  which 
dropped  to  a  third  of  sales, 
to  chemicals  and  pharmaceuticals 
(which  now  account  for  over  60%). 

Now  the  company  is  looking  to  fur- 
ther expansion  abroad.  This  is  as  vital 
to  R-P  as  it  is  to  any  European  chemi- 
cal company,  since  none  has  a  nation- 
al market  large  enough  to  support  a 
chemical  industry  in  isolation.  But 
R-P's  special  concern  is  the  size  of  its 
foreign-based  manufacturing  facilities, 
rather  than  straight  exports.  Not  far 
short  of  half  the  company's  total  busi- 
ness is  done  outside  France,  but  only  a 
fourth  is  generated  by  R-P's  manu- 
facturing companies  abroad.  Its  man- 
ufacturing share  is  actually  less  than 
it  was  before  its  recent  takeovers  in 
the  petrochemical  field. 

One  reason  why  this  particularly 
worries  R-P  executives  is  fear  of  in- 
creasing protectionism  in  one  form  or 
another,  which  could  hit  chemical  ex- 
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I  got  a  twenty-eight  million  dollar  loan 

in  an  hour  and  a  half  because 
Jerry  Jarrett,Executive  YR, was  involved. 


was  prepared  for  a  day  of  phone  calls  and  a 
week  or  so  of  red  tape.  But  when  I  called  Marine 
Midland  for  a  twenty-eight  million  dollar  loan  to  buy 
two  transport  ships,  the  loan  came  through  in  just  an 
hour  and  a  half. 

Which  sounds  incredible,  but  that's  how  Marine 
Midland  operates. 

You  see,  any  big  bank  can  give  a  large  scale 
loan,  but  when  you  negotiate  with  Marine  Midland 
you  talk  to  their  Senior  Officers,  the  men  who  make 
the  executive  decisions. 

So  even  when  it  became  apparent  that  the 
New  York  Bank  wouldn't  be  able  to  handle  the  entire 
loan  itself,  Jerry  Jarrett,  my  contact  at  Marine  Midland 
called  the  Rochester  and  Buffalo  Banks  to  ask  them 
to  participate  in  the  loan. 

When  a  businessman  and  a  banker  are  able  to 
talk  directly  with  one  another,  a  lot  of  time-wasting 
formalities  and  red  tape  are  avoided,  and  transactions 
can  be  made  quickly  and  smoothly. 

Which  is  really  what  business  is  all  about. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 


This  year, 
give  a  little  tenderness, 


Bombay 

The  gentle  gin, 

imported 
from  England. 


MJPl   1 


PMM 


EGMM, 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities.  No  offering  is 

made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State  of  New  York,  The  Attorney 

General  of  the  State  of  New  York  has  not  passed  on  or  endorsed  the  merits  of  said  offering. 
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18,000  Units 

Beneficial  Standard  Mortgage  Investors 

(A  Real  Estate  Investment  Trust) 

$18,000,000  6V2%  Convertible  Subordinated  Debentures 

Due  December  1,  1991 
With  270,000  Series  B  Warrants  to  Purchase  Shares  of  Beneficial  Interest 

Offered  only  in  Units,  each  consisting  of  SI. 000  principal  amount 
of  Deb,  ntures  and  1 5  Warrants  to  purchase  one  Share  of  Beneficial  Interest  eat  />. 
more  \ully  described  in  the  Prospectus. 


Price  $1,000  per  Unit 


S/o/«  /rorn  only  such  of  the  undersigned 
■  tuck  Stale. 


Walston  &  Co.,  Inc. 
Bear,  Stearns  &  Co.     Alex.  Brown  &  Sons     Burnham  and  Company     Clark.  Dodge  &  Co. 
Dominick&Dominick,  HarrisJJj  ban  &Co.  W.E.Hutton&Co.  Ladcnburg.Th'almTnn&Co. 
Shit'4*.19,!",pan>  Thomson  &  A    Kinnon  Auchincloss  inc.  G.  11.  Walker  &  Co. 

Incorporated 


ports  hard.  In  the  U.S.,  where  R-P  ha] 
a  number  of  pharmaceutical  and  otH 
er  manufacturing  plants  grouped  unl 
der  its  Rhodia,  Inc.  subsidiary,  phi 
joint  projects  with  Phillips  Petroleua 
in  Puerto  Rico  and  North  Carolina,  I 
wants  to  set  itself  up  with  a  petrol 
chemical  plant.  In  Germany  it  is  cul 
rently  seeking  an  acquisition  in  tlJ 
pharmaceutical  sector  (this  sector  bq 
ing  its  prime  target  for  furthq 
growth).  And  R-P  makes  no  secrq 
that  it  has  long  contemplated  mai 
riage  with  Bayer,  with  whom  it  al- 
ready has  pooled  research  arrangj 
ments.  ("Not  now,  maybe  later,"  saw 
an  R-P  spokesman.) 

Timing  Trouble 

Unfortunately  for  R-P,  it  had  nj 
sooner  begun  to  do  the  necessary  thai 
the  chemical  industry  was  hit  by  thj 
big  price  sag  that  sent  profits  turn 
bling.  R-P's  profits  in  1970  were  dowj 
from  SI 05  million  to  $83  million,  fun 
ther  trimming  its  margins,  which  hai 
averaged  only  a  thin  4.3%  over  thj 
previous  four  years,  to  4.1%.  No« 
Baumgartner  warns  that  this  year  the] 
will  dip  further. 

R-P  is  not  alone  in  that,  of  course 
The  difference,  however,  is  that  io 
management  has  yet  to  bring  thj 
group's  operational  performance  uj 
to  international  levels.  In  a  numbd 
of  key  indices,  it  is  well  below  thj 
competition.  Its  sales  per  employee 
for  example,  are  half  those  of  dj 
Pont.  To  be  sure,  none  of  the  Euro 
pean  companies  match  the  U.S.  chem 
ical  companies  for  operational  efficien 
cy,  but  Rhone-Poulenc's  figures  an 
also  poorer  than  those  of  the  othe 
European  companies.  Its  profits  pe 
employee,  at  $691,  compare  unfavor 
ably  with  Bayer's  $1,294,  BASF' 
81,830,  or  ICI's  SI. 224.  let  alone  d' 
Pont's  $2,969  or  Dow's  $2,181. 

R-P's  strength  has  been  its  big  casl 
flow,  thanks  to  a  liberal  deprecia 
tion  and  amortization  throw-off  tha 
has  enabled  it  largely  to  self-financ 
its  growth.  But  with  falling  proi 
its,  it  is  cutting  down  its  billion-do 
lar  investment  program  planned  fc 
the  three  years  1971-73.  Even  befoi 
this,  its  8336-million  capital  expend 
hire  in  1970  was  lower  than  that  ( 
ICI  or  any  of  the  big  German  chem 
cal  companies.  And  this  at  a  tim 
when  bigger  spending  on  ever  biggc 
chemical  plants  seems  the  only  wa 
to  halt  rising  production  costs. 

R-P,  in  seeking  to  do  now  what  i 
chief  rivals  were  doing  a  decade  ag< 
is  going  to  have  to  do  some  hard  rui 
ning  to  turn  Shaw's  epigram  aroun 
to  read.  "Better  late  than  never."  Bi 
its  efforts  are  evidence  that  toda 
France  does  indeed  have  a  chemic 
company  in  the  big  league.  ■ 
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Faces  Behind  the  Figures 


Father  of  the  Float 

Edward  L.  Palmer,  executive 
committee  chairman  of  New  York's 
First  National  City  Bank  (deposits 
S23.8  billion),  is  the  somewhat  ret- 
icent sire  of  the  floating  prime  rate. 
"Success  has  a  thousand  parents. 
Failure  is  an  orphan,"  he  notes. 
Palmer,  of  course,  doesn't  want  the 
floating  rate  to  end  up  an  orphan. 
He  sold  the  bank's  officers  on  tying 
their  key  loan  rate  to  the  market 
for  90-day  commercial  paper  sold 
through  brokers.  Then  he  an- 
nounced it  late  in  October  just  af- 
ter Morgan  Guaranty  Trust  Co. 
had  dropped  the  old  prime  from 
6%  to  5%%  (it  later  slipped  to 
w  hile  other  FNCB  brass  were 
at  a  directors'  meeting  in  Manila. 

But  only  a  few  banks,  such  as 
New  York's  Irving  Trust,  have  fol- 
lowed the  Citibank  lead,  perhaps 
because,  as  Palmer  admits,  the 
move  was  essentially  political.  "Ex- 
ve  publicity  followed  changes 
in  the  old  prime,"  he  vus.  "There 


was  that  automatic  knee-jerk  reac- 
tion in  Washington  that  this  was 
a  bank  conspiracy  to  raise  rates  at 
a  cost  to  the  little  guy.  We  wanted 
to  tie  it  directly  to  the  money  mar- 
ket and  make  it  more  competitive." 

The  Big  Six  of  commercial  paper, 
Salomon  Bros.,  Goldman,  Sachs, 
A.G.  Becker,  Lehman  Bros.,  First 
Boston  and  Merrill  Lynch,  seem 
bemused  by  the  action.  In  the  past, 
they  related  their  rates  to  the 
banks'  prime.  Now,  by  setting  its 
prime  one-half  percent  above  the 
commercial  paper  rate,  FNCB 
guarantees  the  dealers  a  constant 
advantage  with  companies  going  to 
the  short-term  well.  "The  firms  no 
longer  run  any  risk  that  companies 
will  prefer  to  borrow  from  their 
banks,"  says  First  Boston  Vice  Presi- 
dent Albert  M.  Wojnilower. 

The  real  test  of  Palmer's  baby 
will  come  when  and  if  interest  rates 
begin  to  move  up  again.  Wojni- 
lower fears  there  will  be  no  slow- 
ing bank  loans  then,  and  that  the 
big  money  center  banks  will  fuel 


Palmer  of  First  National  City 

inflation.  But  suppose  commercial 
paper  rates  move  to  5%%  while 
Citibank's  competitor,  Chase  Man- 
hattan, holds  its  prime  at  5M%: 
What  happens  to  the  floating  prime 
then?  "It's  not  engraved  on  any 
bond,"  Palmer  says.  "If  things  get 
out  of  hand,  we  can  always  change 
our  stance."  ■ 


Bless  'Em  All  .  .  . 

Foh  most  nun  walking  down 
a  street,  the  best  eye-catcher  is  a 
perfect])  proportioned  female.  Not 
for  Raphael  Malsin.  For  Malsin,  a 
6-foot,  1-inch  brunette  is  a  delight, 
a  squat  blonde  a  joy.  It's  not  Mal- 
sin's  age  (71)  that  accounts  for  his 
.  but  his  business. 

Malsin  is  chief  executive  officer 
of  Lane  Bryant,  which  last  year 
got  nearly  75%  of  sales  selling 
clothing  to  odd-sized  women  who 
will  never  make  the  gatefold  of 
Playboy  and  men  who  should  not 
apply  as  lifeguards.  Happily  for 
Malsin,  uncommonly  shaped  peo- 
ple are  common.  Last  year  Lane 
Bryant's  sales  were  a  tall  $229.2 
million,  its  return  on  equity  a  stout 
16%,  its  debt  a  thin  $5  million. 

'We're  a  company  that  discov- 
ered fringes  of  consumers  who 
were  not  being  well  served,"  says 
Malsin,  "and  we  began  to  develop 
clothing  to  satisfy  them."  Malsin 
stocks  for  tall  girls,  chubby  girls 
and  teens,  short  stouts  and  other 
such  odd  sizes. 

Malsin  is  the  son  of  Lena  Bryant, 
who  founded  the  company  71  years 
ago  to  sell  mostly  wedding  dresses. 
That  led  to  maternity  dresses, 
which  led  to  odd  sizes,  which  only 
in  the  last  decade  have  given  Mal- 


sin enough  business  to  build  a 
good-sized  company.  That  could 
be  because  of  the  population  in- 
crease or  because  mass  merchan- 
disers are  trimming  then  stocks  of 
sizes  16  and  18— leaving  them  to 
Lane  Bryant.  "The  worship  of 
youth  and  the  tendency  to  diet," 
explains  Raphael  Malsin,  "make 
most  stores  contract  their  size 
ranges  more  and  more." 

More  customers  in  turn  give 
Lane, Bryant  the  leverage  to  make 
its  manufacturers  more  fashion 
conscious.  Says  Malsin,  "We  had  to 
propagandize  among  our  manufac- 
turers to  be  more  daring  in  their  se- 
lection of  styles;  they  tend  to  make 
things  that  are  sale."  The  women 
responded;  but  Lane  Bryant's  new 
mail-order  business  for  men, 
dubbed  Lewis  Bryant,  is  still  los- 
ing money  after  four  years  rather 
than  reaching  break-even  in  three 
as  planned.  "It's  growing  in  sales," 
he  says,  "but  it's  got  to  grow  a 
good  deal  more  before  it's  profit- 
able." What  went  wrong?  Fat  men 
just  haven't  taken  as  quickly  to 
catalog  buying  as  the  ladies. 

These  days  Malsin  is  spending 
much  of  his  time  looking  into  for- 
eign markets.  Canada  is  one  possi- 
bility, though  high  (30%-35%)  duty 
costs  would  force  him  to  start  from 
scratch  there.  He  feels  that  Russia, 


while  it  is  out  for  political  reasons, 
could  be  a  gold  mine  ("consid- 
ering the  size  of  the  Russian  wom- 
en"). His  greatest  hope  had  been 
for  England,  but  a  visit  this  sum- 
mer dampened  his  enthusiasm.  "It 
seems  to  me,  after  a  sizable  num- 
ber of  viewings,  that  English  wom- 
en are  average  in  stature,"  sighs 
Malsin.  "It's  discouraging."  ■ 


Malsin  of  Lane  Bryant 


*- 


W0* 


FORBES,    DECEMBER    1,    1971 


75 


THE  BELL  SYSTEM  HAS 

[jTjTjTj] 

['I'Uil  T^I*]  JO 

[9\ 1 j k  1 
■111  -f k i ■ 

AT  THE  RATE 
OF  8,000  MILES  EVERY  DAY. 

If  this  is  welcome  news  to  you  in  the  data  field,  good. 
But  our  purpose  is  broader.  Our  purpose  is  better  service 
for  all  Bell  System  customers. 

You  see,  we  have  one  fully  integrated  network.  It  has 
both  "analog"  and  "digital"  channels... and  has  had  for  many 
years.  Signals  travel  as  waves  on  one  and  as  pulses  on  the 
other.  Regardless  of  the  original  source  or  form  of  the  signal, 
whether  human  voice  or  computer,  we  readily  transform  it  to 
travel  over  either  channel. 

This  flexibility  makes  virtually  all  of  our  network  available 
for  data  transmission.  It  keeps  charges  low.  And  it  gives  us 
alternate  routes  should  trouble  arise. 

Then  why  are  we  going  heavily  digital?  Because  with 
modern  electronics,  especially  solid-state  circuitry  pio- 


neered  at  Bell  Labs,  digital  transmission  is  better  not  only  for 
data  but  for  many  other  services  as  well. 

Digital  transmission  is  better  because  it  eliminates  many 
kinds  of  noise,  thereby  getting  more  information  over  the 
same  size  cable  with  greater  accuracy. 

Digital  is  clearly  technology's  best  answer  to  many  of 
America's  future  communications  needs.  It  will  benefit  every- 
body, not  just  our  data  customers. 

We  have  13  million  channel  miles  of  digital  now,  and  we 
have  definite  plans  for  the  near  future. 

•  For  1972,  a  new  digital  system  that  will  operate  at  6.3 
megabits  per  second,  four  times  the  speed  of  our  pres- 
ent all-digital  lines. 

•  By  the  mid-70's,  initiation  of  private  line  service  on  an 
end-to-end,  fully  digital  basis  which  will  ultimately  serve 
every  major  city  in  the  country. 

•  By  the  late  70's,  waveguide  systems  capable  of  thou- 
sands of  megabits  per  second. 

•  By  1980,  the  Bell  System's  network  will  be  four  times  its 
present  size.  A  large  proportion  of  it  will  be  digital- 
enough  to  provide  ample  capacity  to  meet  America's 
data-handling  needs. 

The  American  Telephone  and  Telegraph  Company  and 
your  local  Bell  Company  are  continually  working  to  improve 
service  to  business. 

This  time  by  increasing  digital  services  to  benefit  all  our 

customers. 


Faces  Behind  the  Figures 


Maverick  with  Money 

Thebe  is  a  story  still  circulating  in 
Dallas  about  the  time  when  H.L. 
Hunt,  said  to  be  the  world's  richest 
man  (estimated  wealth:  $2  billion 
to  $3  billion),  was  warned  that  his 
son  Lamar  stood  to  lose  about  $1 
million  a  year  on  the  then  strug- 
gling Dallas  Texans  football  team. 
H.L.,  now  82,  is  said  to  have  re- 
plied: "Well,  I  guess  he'll  be 
through  in  about  150  years." 

But  instead  of  generating  write- 
offs for  Dad,  Lamar  Hunt,  now  39, 
H.L.'s  sixth  child,  has  become  one 
of  the  world's  largest  investors  in 
professional  sports— and  is  produc- 
ing profits. 

The  Dallas  Texans  are  now  the 
Kansas  City  Chiefs,  Super  Bowl 
champions  in  1969  and,  with 
70,000  season  tickets  sold  for  next 
year,  the  beneficiaries  of  the  biggest 
advance  sale  in  sports  history.  La- 
mar's soccer  team,  the  Dallas  Tor- 
nado, though  still  a  loser  at  the 
gate,  won  the  North  American  Soc- 
cer League  title  this  year.  His  12% 
interest  in  the  Chicago  Bulls  bas- 
ketball team  is  now  profitable.  And 
he  expects  to  come  out  ahead  when 
he  sells  his  baseball  rights  in  the 
Dallas-Fort  Worth  Spurs  of  the 
Texas  League  to  Robert  Short,  who 


Sports  Entrepreneur  Hunt 

is  bringing  the  major  league  Wash- 
ington Senators  to  Dallas. 

These  days,  however,  Hunt  is 
spending  the  bulk  of  his  time  on 
tennis,  a  game  that  until  recently 
most  sports  promoters  had  written 
off  as  a  country  club  sport  with  lit- 
tle commercial  potential  to  it.  Hunt 
is  proving  them  wrong.  From  14 
full-time  pro  tennis  players  in  1968, 
his  World  Championship  of  Tennis 
troupe    has    grown    to   34    players 


who  will  put  on  20  tournaments 
this  coming  1971-72  season.  Last 
month  Hunt  popped  up  in  New 
York  to  announce  an  eight-match 
contract  ^with  NBC  estimated  at 
$500,000*  "I'm  not  interested  in 
losses,"  says  Hunt.  "Being  profit- 
able- is  a  whole  lot  more  fun  and 
creates  fewer  problems." 

Hunt's  invasion  of  pro  sports  has 
been  far  from  tranquil.  In  football 
he  was  the  key  figure  in  forming 
the  American  Football  League  to 
challenge  the  dominance  of  the 
National  Football  League.  In  ten- 
nis Hunt  is  at  odds  with  the  Inter- 
national Lawn  Tennis  Federation, 
which  thinks  his  World  Champion- 
ship of  Tennis  is  just  too  chillingly 
professional  (Australian  Rod  Laver 
has  won  $260,000  on  tour  so  far 
this  year).  So  it  banned  all  WCT 
players,  including  Laver,  Arthur 
Ashe  and  John  Newcombe,  from 
Forest  Hills  and  Wimbledon. 

Hunt  has  responded  by  announc- 
ing his  new  NBC  television  con- 
tract and  plans  to  expand  his  1972- 
73  tour  from  20  cities  to  25.  Then 
Hunt,  who  threatens  so  politely 
that  some  make  the  mistake  of 
thinking  him  soft,  adds:  "If  they 
ban  us  overseas  and  at  Forest  Hills, 
we'll  just  go  where  the  dollars  are— 
in  the  heart  of  the  U.S."  ■ 


Gilt-Edged  Millstone 

It's  easy  to  see  why  Burmah  Oil 
Managing  Director  N.J.D.  (Nicky) 
Williams  is  eager  these  days  to  sell 
his  approximately  83  million  (22%) 
shares  of  British  Petroleum.  On 
some  days  that  22%  has  more  mar- 
ket value  than  Williams'  entire 
$750-million-sales  Burmah  Oil 
Corp.  How  explain  that  at  the  club? 

Williams  of  Burmah  Oil 


Then  last  summer  Williams'  at- 
tempt to  merge  with  the  U.S.'  Con- 
tinental Oil  had  to  be  called  off.  It 
was  really  a  three-cornered  strug- 
gle: The  BP  chunk  of  shares  could 
not  be  kept  in  a  Conoco-Burmah 
merger  because  the  Justice  Depart- 
ment would  have  brought  antitrust 
action;  BP  is  already  in  the  U.S. 
through  its  Sohio  and  Sinclair 
deals;  Continental  was  interested  in 
Burmah,  if  Burmah  could  persuade 
BP  to  take  BP  shares  in  exchange 
for  some  juicy  oil  reserves  that 
crude-short  Conoco  coveted.  BP 
was  not  amused. 

The  setback  was  an  unhappy 
one  for  Williams,  who  had  badly 
wanted  to  get  Burmah  into  the 
U.S.  oil  maiket,  the  world's  largest. 
To  a  European  oilman  accustomed 
to  huge  tax  bites,  U.S.  oil  tax  in- 
centives weir  an  attractive  lure; 
that's  why  BP  loves  it  so  much. 

A  45-year-old  Calcutta-born  Brit- 
on, lawyer  Williams,  who  ran  the 
family  legal  firm  in  Pakistan,  joined 
Burmah  in  the  early  Sixties.  It  was 
just  about  the  time  that  its  crude 


and  marketing  holdings  in  the  Far 
East— where  Burmah  got  its  start  in 
the  late  1880s— began  to  turn  sour. 
Despite  efforts  to  broaden  the  com- 
pany, despite  partnerships  for  ex- 
ploration in  the  Gulf  of  Mexico, 
Peru,  Ecuador  and  Australia,  de- 
spite the  acquisition  of  Lobitos  Oil- 
fields, a  British  company  whose  as- 
sets include  two  refineries  in  En- 
gland, Burmah  hasn't  changed  that 
much.  Williams  argues  that  the 
history  of  Burmah  Oil  "started  ten 
years  ago."  But  even  with  its  acqui- 
sition of  Castrol  Oil,  a  maker  of 
high-grade  oils  well-regarded  in 
Britain,  Burmah  remains  a  kitten  in 
an  oil  world  of  international  tigers. 

The  ultimate  prize,  a  big— not  too 
big— acquisition,  has  eluded  Wil- 
liams. He  wants,  as  he  puts  it,  not 
a  mother  or  a  brother,  but  a  son— 
presumably  a  good-sized,  robust 
and  energetic  one.  That  clay  would 
certainly  be  speeded  if  he  could 
find  a  cash  buyer  for  those  BP 
shares.  The  price  tag,  at  current 
market  prices:  $1.2  billion.  But  so 
far  there  have  been  no  takers.  ■ 
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PET  "DIVERSIFIED" 

Pet  Incorporated  is  a  diversified  company,  with  sales  approaching  $800,000,000. 
We've  diversified  from  a  single  product  organization  to  become  one  of  the  largest,  fastest 

growing  companies  in  the  food  industry.  Each  year  we  add  new  products  and 
services,  pushing  profits  to  all-time  peaks  while  satisfying  new  demands  for  consumer  foods. 

What  are  those  big  growth  areas  Pet  Incorporated  has  expanded  into?  Here  goes: 


SPECIALTY  RETAILING 

We  cater  to  the  traveler.  That's  why  Stuckey's  is 
the  highway  stop  sign  for  travelers  at  more  than 
Stzctys   300  locations  along  the 
nation's  interstate 
highways.  And  what 
would  people  do 
-without  our9-0-5 
and  Vendome 
"one-stop"party  centers  for 
wine, liquor  and  snacks? 
Our  planned  acquisition 
of  Medicare  Pharmacies  offers  us  a  new 
opportunity  for  rapid  expansion. 

SPECIALTY  FOODS  AND 
CONFECTIONS 

Feast  your  eyes  on  our  specialty  lines  of  fine 
foods.  Some  of  our  brands  are  Pet,  Compliment, 

Reese  gourmet  foods, 
-  .Old  El  Paso, 

'^p  Gulf  Belle  and 


IP*' 


Sanies 


Orleans, 


|[ISh— • J  Whitman's, 
Musselman's, 
BC  Breakfast  Cocktail 
and  Sego. 


STORE  ENVIRONMENTS  AND 
REFRIGERATION  SERVICES 

We  store  these  frozen  assets  in  display 
cases  made  by  Hussmann,  the  world's  largest 

manufacturer  of 
display  equipment 
for  food  stores. 
Our  other  Pet 
performer 
is  Merchants 
Refrigerating  Company,  which 
operates  refrigerated  warehouses 
and  distribution  services. 


FROZEN  FOODS 

People  know  these  Pet  products  under  the  names 

of  Downyflake, 
Milady,  Pet-Ritz 
and  Schrafft's. 
They're  part  of 
our  frozen 
assets. 


MILK  AND  ICE  CREAM 


We  still  make  good  old  Pet  evaporated 
milk.  But  we  also  process  and  distribute 
fresh  milk  and 
ice  cream  throughout  the 
southeastern  states. 


SNACK  FOODS 


Laura  Scudder's,  Red 
Seal  and  Dentler-Facs 
are  our  fine  names  in  the 
exciting  snack  food 
market.  We  concoct 

0  everything  from  chips 

■  to  nuts! 


AWAY-FROM-HOME  EATING 

When  you're  away  from  home, 
'  you  can  still  find  delicious 
food  at  one  of  our  Schrafft's 
Restaurants.  Our  food  service 
11^ for  business  offices, 
colleges  and  hospitals 
is  also  growing. 


In  growth  and  diversification  — PET  performs! 


PET 

INCORPORATED 


Faces  Behind  the  Figures 


The  Foreign  Minister 

A  few  weeks  ago  65-year-old  Dr. 
Gerd  Tacke,  one  of  the  heroes  of 
the  postwar  West  German  econom- 
ic recovery,  stepped  down  from  his 
post  as  president  and  chief  execu- 
tive of  Siemens  A.G.,  the  Munich- 
based  electrical  equipment  maker. 
Siemens  was  left  in  a  deficit  capital 


Tacke  of  Siemens 


position  after  World  War  II,  but 
under  Tacke  it  has  mushroomed  to 
nearly  $3  billion  in  worldwide  sales, 
over  half  of  it  from  electric  pow- 
er and  telecommunications  equip- 
ment. In  recent  years  Tacke  has 
pushed  boldly  into  nuclear  power 
and  computers.  His  major  accom- 
plishment was  building  Siemens  in- 
to a  truly  multinational  enterprise 
with  plants  on  every  continent— an 
achievement  for  which  he  earned 
the  nickname  "The  Foreign  Min- 
ister" inside  the  company. 

Tacke  is  an  unusually  thought- 
ful man,  and  Forbes  caught  him 
in  his  Munich  office  in  a  reflective 
mood.  He  conceded  that  the  re- 
turns weren't  in  yet  on  his  insistence 
that  Siemens  stay  in  computers— 
and  wouldn't  be  in  until  years  after 
his  retirement.  The  operation  is  not 
yet  in  the  black  and,  largely  be- 
cause of  it,  Siemens'  profit  growth 
in  recent  years  has  come  nowhere 
near  matching  its  steady  15% 
growth  in  sales;  at  about  3.3%  on 
the  sales  dollar  last  year,  its  net 
profit  margins  were  not  as  good, 
for  example,  as  rival  General  Elec- 
tric's  3.8%. 

Then,  just  weeks  before  Tacke's 
retirement,  RCA  suddenly  quit  the 
computer  business,  leaving  Siemens 
without  its  close  partner. 

"We're  not  going  to  commit  sui- 
cide over  the  fact  that  RCA  stopped 
its  computer  division,"  he  said.  "We 
had  a  very  frank  and  extended  ex- 
change of  knowhow  with  RCA, 
but  we  still  put  great  efforts  into 
being  as  independent  as  possible. 
We  may  go  ahead  alone  from  here, 
although  I  would  not  be  truthful 
if  I  did  not  say  that  negotiations 
with  others  are  going  on."  Tacke 
admits  that  RCA's  departure  has 
probably  set  back  Siemens'  time- 
table for  computer  profits  by  at 
least  a  year  or  two. 

The  current  downturn  in  the 
West  German  economy  will  hurt, 
too.  Tacke  was  quick  to  point  out 
that  "Siemens  since  the  war  has 
not  had  a  single  year  when  its  turn- 
over [sales]  decreased,  even  when 
the  total  turnover  of  German  in- 
dustiA  declined."  But  profits,  he 
conceded,  arc  another  matter. 
Forbes  quoted  reports  that  earn- 
ings of  German  companies  would  be 
down  by  20S  for  1970.  "For  man) 
companies— but  do  not  include  Sie- 
mens in  this  downturn— your  esti- 
mate is  not  enough,"  Tacke  warned. 
In  the  last  general  business  slump 


in  1967,  he  said,  "Siemens,  like 
many  other  German  companies, 
had  a  competitive  advantage  in  the 
world  market  because  our  wage 
levels  were  growing  by  only  5%  to 
7%,  while  competitors  had  increases 
of  10%,  15%  and  20%.  Now  our 
wage  levels  have  gone  up,  and  we 
are  in  very  difficult  times  in  our 
exports." 

What  about  Japanese  competi- 
tion? "They  can  destroy  our  price 
level  once  in  a  while  and  take  some 
business  away  from  us,"  replied 
Tacke,  "but  I  belong  to  that  small 
group  of  people  who  are  not  will- 
ing to  dramatize  the  Japanese  ques- 
tion. They  are  a  nation  of  110  mil- 
lion very  able,  veiy  industrious, 
very  disciplined  people.  But  still 
they  are  only  110  million,  and  they 
have  their  problems  for  that  reason. 
How  long  can  they  go  on  exporting 
twice  as  much  as  they  import?  Also, 
look  at  the  mounting,  mounting, 
mounting  debt  of  the  Southeast 
Asian  countries  to  whom  Japan  is 
exporting;  Japan  can't  go  on  ex- 
porting credit  forever." 

Any  disappointments  in  his  plan 
to  make  Siemens  into  a  multina- 
tional giant?  One,  conceded  Tacke. 
He  set  his  eye  early  on  the  U.S. 
market,  where  Siemens  is  teamed 
up  now  with  Allis-Chalmers,  but 
so  far  has  managed  to  gamer  less 
than  1%  of  the  American  electrical 
equipment  business.  It  is  a  question 
of  muscle,  said  Tacke.  "To  do  in  the 
U.S.  what  we  have  done  in  the  rest 
of  the  world,  you  would  have  to 
double  Siemens,  so  we  have  gone 
more  slowly  there.  If  you  are  a 
featherweight,  as  we  are  in  the 
U.S.,  you  shouldn't  try  to  compete 
with  the  heavyweights." 

Then,  as  our  visit  was  ending, 
Tacke  suddenly  shifted  to  a  more 
philosophical  mood.  "Once  in  a 
while,"  he  said,  pondering  his  now 
empty  coffee  cup,  "I  am  a  little  sad 
when  I  see  that  certain  cliches  of 
thinking,  certain  bureaucratic  hab- 
its, certain  prejudicial  attitudes, 
certain  fixed  ideas  of  prestige  and 
certain  hierarchic  structures  are 
still  less  softened  than  I  hoped  they 
would  be  when  I  retired.  I  tried 
hard,  but  it  is  difficult  to  influence 
a  company  of  more  than  300,000 
people  with  a  tradition  of  125 
years.  It's  very  difficult  to  open  it 
up  and  make  it  change  with  the 
changing  times.  I  think  I've  done 
a  great  deal,  but  still  the  job  is 
not  finished."   ■ 
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Hey, 

D'Arcy-MacManus-lntermarco! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


American  Natural  Gas  Co. 
American  President  Lines 
Anheuser-Busch,  Inc. 
A-T-O,  Inc. 

Automation  Industries,  Inc. 
Beatrice  Foods  Co. 

(Aunt  Nellie's  Foods,  Inc.) 
Bendix  Corp. 
Bigelow-Sanford,  Inc. 
Bristol-Myers  Co. 

(Bristol-Myers  de  Mexico,  S.A.) 
California  Canners  and  Growers 
Capitol  Industries,  Inc. 

(Capitol  Records  of  Canada,  Ltd.) 
Celanese  Corp.  of  America 
Chrysler  Corp. 

(Fabricas  Automex,  S.A.) 
Colgate-Palmolive  Co. 
Consolidated  Natural  Gas  Co. 

(East  Ohio  Gas  Co. 

West  Ohio  Gas  Co.) 
Crown  Zellerbach  Corp. 


Dow  Chemical  Co. 
Economics  Lab.,  Inc. 
Emerson  Electric  Co. 
Fieldcrest  Mills,  Inc. 
General  Foods  Corp. 

(General  Foods  de  Mexico,  S.A.) 
General  Mills,  Inc. 
General  Motors  Corp. 
General  Tire  and  Rubber  Co. 
Gerber  Products  Co. 

International  Telephone  &  Telegraph  Corp. 
Keene  Corp. 
Walter  Kidde  &  Co.,  Inc. 
Laclede  Gas  Co. 
Lear  Siegler,  Inc. 
Litton  Industries,  Inc. 
MCA.  Inc. 

(Universal  Pictures) 
Missouri-Pacific  Railroad  Co. 
Outboard  Marine  Corp. 

(Gale  Products  Div.) 
Charles  Pfizer  &  Co.,  Inc. 


Ralston  Purina  Co. 

Royal  Crown 

Joseph  E.  Seagram  &  Sons,  Inc. 

(Four  Roses  Distillers  Co.) 
Southwestern  Bell  Telephone  Co. 
Sperry  Rand  Corp. 

(Univac  Div.) 
Standard  Brands,  Inc. 

(Fleischmann  Distilling  Corp.) 
Standard  Oil  Co.  of  Indiana 

(American  Oil  Co. 

Amoco  Chemicals  Corp.) 
Sterling  Drug,  Inc. 
Thiokol  Chemical  Corp. 
3M  Company 
Victor  Comptometer  Corp. 

(Daisy,  Rogers  Div. 

Heddon,  Rogers  Div.) 
Warner-Lambert  Co. 

(Chicle  Adams,  S.A.) 
Wolverine  World  Wide,  Inc. 
Youngstown  Sheet  &  Tube  Co. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan*: 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

452 

74.5 

Business  Week 

352 

58.0 

Time 

350 

57.7 

Fortune 

311 

51.2 

Newsweek 

205 

33.8 

U.S.  News  &  World  Report 

171 

28.2 

None  (specified) 

16 

2.6 

you  have  checked  more 

than  two  of  the  above 

magazines,  v 

most  thoroughly? 

FORBES 

280 

46.1 

Time 

234 

38.6 

Business  Week 

226 

37.2 

Fortune 

139 

22.9 

Newsweek 

94 

15.5 

U.S.  News  &  World  Report 

86 

14.2 

Not  stated 

41 

6.8 

Now  it's  likely  that  all  the  officers  of  these  important  D'Arcy-MacManus-lntermarco  clients  receive  all  six 
of  these  magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 


FORBES  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  July  and 
August,  1971  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  D'Arcy-MacManus-lnter- 
marco, Inc.  clients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance 
companies).  Of  a  net  mailing  to  866  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries, 
treasurers  and  comptrollers),  607  or  70.1%  responded. 


Alcan  Aluminum 

presents 

a  modest  success  story 

to  brighten 

your  day. 


Modest  or  mammoth,  Alcan  Aluminum  thinks  success  is  an 

uplifting  subject.  Like  our  recent  success  in  turning 

a  minor  product  improvement  into  a  major  gain  in  sales. 

And,  in  a  product  category  that's  been  pretty  static,  industry-wide, 

for  the  last  couple  of  years. 

It  began  at  our  plant  in  Woodbridge,  New  Jersey,  where  we  fabricate 
the  wood-grained  aluminum  home  siding  we  call  Driftwood. 

Now,  textured  siding  isn't  unique  to  Alcan.  But,  naturally,  we 
wanted  to  make  ours  better.  So  we  thought  long  and  hard  about  it, 
and  then  came  up  with  a  nifty  solution. 

We  decided  to  color-coat  our  Driftwood  siding  twice.  For  a 
subtle,  two-toning  effect  that  makes  it  more  real,  more  attractive 
and,  as  it  turns  out,  a  heck  of  a  lot  more  appealing  to 
homeowners.  With  the  result  that  Alcan  Aluminum  has  had 
substantial  increases  in  siding  sales.  Much  of  it  due  to 
twin-toned  Driftwood.  And  Alcan's  share  of  the  siding  market 
has  continued  to  increase  this  year. 

Of  course,  aluminum  siding  is  only  a  small  part  of  all  we  make  and 
market  at  Alcan  Aluminum.  But  we  think  any  success  story  is 
a  jolly  thing  to  talk  about.  Even  a  modest  one. 

Find  out  what  else  Alcan  is  up  to— in  the  United  States,  in 
Canada  and  in  more  than  100  other  countries.  Write  for  our 
booklet,  "Introducing  Alcan."  Address :  A\\u 

Alcan  Aluminum  Corporation,  ^■Bi|ill|h 

100  Erieview  Plaza,  Cleveland,  Ohio  441 14.  ^u_can  ^ 

Alcan.  The  aluminum  company. 


Faces  Behind  the  Figures 


Wingate  of  International  Nickel 


Parade  Postponed 

It  could  have  been  a  triumphal 
exit.  International  Nickel  Chairman 
and  Chief  Executive  Henry  S.  Win- 
gate  had  presided  over  a  decade  of 
tranquil  prosperity.  Inco's  earnings 
had  grown  160%  from  $80  million 
in  1960  to  last  year's  $209  million, 
as  sales  doubled  to  over  $1  billion. 
In  1969  Wingate  had  assured  the 
Inco  board  he  would  step  down 
when  he  reached  65  in  1970. 

But  when  Harry  Wingate's  65th 
birthday  rolled  around  in  October 
1970  the  storm  warnings  were  out. 
A  serious  nickel  glut  was  in  pros- 
pect. So  he  took  the  tougher  course 
and  decided  to  see  it  through.  The. 
parade  was  postponed. 

It  has  been  quite  a  storm.  Inco 
was  caught  smack  in  the  middle  of 
a  major  expansion  that  had  caused 
it  to  go  into  debt-$287  million 
worth— for  the  first  time  since  1928. 
The  nine-month  earnings  figures 
showed  a  46%  decline,  as  inventor- 
ies of  unsold  nickel  soared  49%  to 
$425  million. 


Convinced  that  the  worst  of  the 
storm  was  over,  Harry  Wingate  an- 
nounced in  November  that  he 
would  be  stepping  down  next  April. 
His  successor  will  be  59-year-old 
Edward  L.  Grubb,  currently  in 
charge  of  Canadian  operations  and 
a  "37-year  Inco  veteran.  Significant- 
ly, Grubb,  who  was  promoted  to 
executive  vice  president  just  last 
January,  is  a  specialist  in  labor  re- 
lations—never an  Inco  strong  point. 

But  most  of  the  hard  decisions 
have  already  been  made  by  Win- 
gate. Production  has  been  cut  back 
22%,  forcing  widespread  layoffs,  and 
a  big  new  $481  million  mine  in 
New  Caledonia  has  been  post- 
poned. April  is  still  several  months 
away  and  Inco's  post-recession  re- 
covery record  is  outstanding.  When 
Wingate  was  president  back  in 
1958,  another  recession  year,  Inco's 
earnings  fell  from  $86  million  to 
$39  million.  But  the  next  year  net 
income  was  right  back  up  to  $85 
million  again. 

Harry  Wingate  may  yet  have  his 
triumphal  parade.   ■ 


Pregnant  Silence? 

"Neither  strikes,  nor  recessions, 
nor  the  best  efforts  of  larger  com- 
petitors shall  stay  Chairman  John 
Francis  Connelly  from  the  swift 
execution  of  his  bold  forecasts." 

There  is  no  such  motto  carved 
in  stone  over  the  portal  at  Crown 
Cork  &  Seal  headquarters  on  Ash- 
ton  Road  in  Philadelphia,  but  there 
might  as  well  be.  Four  years  ago, 
Connelly  told  Forbes:  "I  am  ab- 
solutely confident  that  we  will  have 
record  profits  this  year  and  again 
in  1968,  L969  and  1970."  No  soon- 
er said  than  done.  Every  year 
thereafter  Crown  Cork  delivered 
record  profits,  rising  steadily  from 
$18.8  million  in  1967  to  $25.9  mil- 
lion in  1970  on  sales  of  $414  mil- 
lion. Not  had  for  a  company  that 
competes  in  an  industry  dominated 
by  two  companies  (American  Can 
and  Continental  (.'an)  roughly  five 
times  Crown's  size.  Hut  just  busi- 
ness as  usual  for  tough  John  Con- 
nelly who  has  turned  in  record 
profits  ever)  single  year  since  1957 
when  he  bought  control  of  t'len- 
troubled  Crown  ( !ork. 

This    year   things   have   ch 

The  silence  on  Ashton  Hon!  is 
deafening.  Nol  that  Crown  Cork 
has  suffered  an  earnings  setback. 


Despite  a  faltering  economy  and 
a  month-long  strike  at  six  key  U.S. 
plants,  Crown  Cork's  nine-months' 
earnings  were  up  another  10%.  But 
John  Connelly  doesn't  want  to  talk 
about  it. 

"I  hate  publicity,"  he  says.  "It's 
going  to  be  flattering  to  us,  since 
we're  the  only  can  company  whose 
profits  are  up  this  year  and  I  don't 
want  to  rub  their  noses  in  it."  Well, 
at  least  not  every  nose.  "Listen," 
Connelly  adds  heatedly,  "you  go 
talk  to  those  SOBs  over  at 
National   Can.   When   they   settled 


Connelly  of  Crown  Cork  &  Seal 
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without  a  fight,  breaking  labor  ne- 
gotiations, they  caused  every  steel 
company's  labor  rates  to  go  through 
the  roof!"  (Forbes,  May  J). 

But  is  that  the  only  reason  Con- 
nelly is  modest?  It's  no  secret 
Crown's  great  strength  (roughly  a 
third  of  earnings)  is  its  near  mo- 
nopoly in  bottle  tops  and  aerosol 
can  production  in  the  less  devel- 
oped countries.  But  pioneer  rights 
under  which  Crown  paid  no  over- 
seas taxes  for  many  years  are  fast 
running  out.  With  taxes,  can  Con- 
nelly keep  those  profits  rising? 

What's  more,  domestically,  key 
markets  representing  about  a  third 
of  Connelly's  sales  are  expected  to 
grow  at  less  than  3%  a  year.  So 
Connelly  is  hedging  his  bets  by 
moving  into  new  types  of  lighter 
tinplate  cans.  Trouble  is,  there  is 
considerable  overcapacity  in  metal 
cans  already. 

And  there  is  one  other  disturb- 
ing fact  in  John  Connelly's  crystal 
ball.  He  passed  his  66th  birthday 
on  Mar.  4.  And  there  was  no  indi- 
cation at  the  April  annual  meet- 
ing that  he  intended  to  step  down. 
Can  John  Connelly  bring  himself 
to  step  down  while  he's  ahead? 

Perhaps  those  are  the  questions 
that  silence  the  usual  proud  pre- 
dictions from  Ashton  Road.   ■ 
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"Strip  away  the  myths  in  this 
business,  and  you  get  down  to  two 
basic  things. 

"The  quality  of  the  counselor. 
And  the  quality  of  his  environment. 

"Everything  else  comes  second. 
Because  everything  else  is  a  step 
removed  from  the  day-to-day  decision- 
making process. 

"Some  firms  ignore  the  environ- 
ment. They  just  go  after  a  big  name, 
which  sometimes  works.  But  when 
there's  only  one  star,  I  think  you  have 
to  wonder  how  much  of  his  time 
you're  really  getting. 

"Then  there's  the  other  extreme. 
An  arany  of  people.  With  rigid  chains 
of  command,  committees,  and  buck- 
passing.  Once  again,  I  think  you  have 
to  look  at  who  is  actually  making  the 
day-today  decisions. 

The  best  of  both 

"At  Lionel  Edie,  we  try  to  com- 
bine the  best  of  both  worlds.  We  want 
nrst-rate  talent  on  the  firing  line.  We 
don't  believe  in  trainees  learning  the 
business  with  our  clients'  money.  Our 
counselors  have  an  average  of  over  10 
years'  experience. 

"But  good  work  doesn't  happen  in 
a  vacuum.  We're  not  foolish  enough  to 
get  in  our  counselors'  way  when  deci- 
sions have  to  be  made.  But  we  do 
monitor  and  measure  the  results  of 
their  decisions.  And  we  make  sure 


they've  got  the  tools  to  make  the  right 
decisions. 

The  firm  works  for  the  counselor 

"Take  our  economic  research 
group,  for  example.  We  have  25  pro- 
fessional economists  specializing  in 
virtually  every  aspect  of  the  economy. 

"They  do  a  lot  of  work  for  major 
corporations.  Yet  one  of  the  biggest 
customers  of  Edie  Economics  is  Edie 
Investment  Counseling.  Our  coun- 
selors will  tell  you  that  our  economic 
group  is  a  vital  source  of  input. 

"Another*  thing  that  helps  is  our 
computerized  data  bank.  If  a  coun- 
selor wants  to  know  how  many  cars 
with  automatic  transmissions  were 
produced  in  1963,  we  can  tell  him.  In  a 
hurry.  And  he  doesn't  have  to  be  sit- 
ting in  our  New  York  office.  We  have 
a  wire  network  that  goes  to  each  of  12 
domestic  and  2  European  offices. 

"The  same  goes  for  securities 
research.  Our  in-house  computer  oper- 
ation allows  Edie  counselors  to  com- 
pare hundreds  of  stocks  on  more  than 
two  dozen  factors. 

"We  think  that's  what  our  cus- 
tomers expect  for  their  fee.  Good 
people  in  a  good  environment. 

"It's  been  working  for  40  years." 

Lionel  D.  Edie  &  Company,  Inc. 

Investment  Counselors  •  Economic  Consultants 

A  wholly  owned  subsidiary  of  Merrill  Lynch,  Pierce,  Fenner  &  South  Inc 


Hi 


'At  Lionel  Edie,  our 

0  investment  counselors  get 
paid  to  make  decisions. 
"Not  to  pass  the  buck." 


Ralph  D.  Creasman,  Chairman  of  the  Board, 
Lionel  D.  Edie  &  Company,  Inc. 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  D.  R.  Bullough 
767  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  collect:  801-322-0473 

j&     Whitney 
J^s     Harris 
■^Ms    Financial 
(^L     Opportunities 
Group 

Established  and 
capitalized  by 

111 

International  Telephone 
and  Telegraph  Corporation 


Nfffi 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 

ChotlOnoogi  57402 


OIL   AND    GAS    DIVISION 

Minerols  ownership, 

exploration  cmrl  development 

WHELAND   FOUNDRY    DIVISION 

One  of  the  nation's  largest  and  most 

modern  production  facilities 

LISTED  AMERICAN  AND  PACIFIC  C0ASI 
STOCK  EXCHANGES   (SYMBOL    NAR) 


The  Funds 


Making  Out 


What's  Merrill  Lynch,  Pierce,  Fen- 
ner  &  Smith's  relationship  going  to 
be  with  the  mutual  fund  industry? 
Love?  Flirtation?  Tolerance?  It  was 
only  two  years  ago  that  fund  en- 
thusiast Donald  T.  Regan,  now 
CEO  and  chairman,  pushed  the 
once  reluctant  Wall  Street  giant 
into  permitting  its  salesmen  to  sell 
fund  shares.  But  since  then,  Merrill 
Lynch's  attitude  has  been  a  little 
unclear  to  outsiders.  True,  it  had 
its  own  pair  of  no-load  funds  (ac- 
quired when  it  took  over  Lionel 
D.  Edie  &  Co.  in  1969).  But  no 
Wall  Street  salesmen,  not  even  Mer- 
rill Lynch's,  are  going  to  get  rich 
selling  no-load  fund  shares. 

Now,  however,  the  relationship 
is  beginning  to  come  into  focus: 
The  two  aren't  going  to  get  mar- 
ried, but  they  expect  to  have  some 
good  times  together.  In  October 
Merrill  Lynch  underwrote  venera- 
ble Massachusetts  Financial  Ser- 
vices' newest  mutual  fund  entry: 
the  Massachusetts  Financial  Devel- 
opment Fund.  The  deal  was,  to  put 
it  mildly,  spectacularly  successful. 
Lucky  Massachusetts  Financial 
Services  got  a  check  from  Merrill 
Lynch  for  nearly  $179  million,  a 
sum  from  a  new  fund  underwriting 
exceeded  only  by  the  amount  taken 
in  by  Gerry  Tsai's  ill-fated  Man- 
hattan Fund  and  Lehman  Bros.' 
One  William  Street.  But  that  was 
long  ago,  and  those  bull  markets 
are  dead.  These  days,  much  of  the 
mutual  fund  industry  is  suffering 
from  anemic  sales  and  a  disconcert- 
ing redemption  problem. 

For  Merrill  Lynch,  it  was  the  sec- 
ond successful  fund  underwriting 
in  a  year  and  the  second  for  Mas- 
sachusetts Financial  Services,  for 
which  it  has  now  raised  a  total  of 
some  $307  million.  The  business  is 
quite  profitable  to  both  parties: 
Massachusetts  Financial  Services 
earns  the  annual  management  fees, 
which  on  $307  million  would  be  in 
the  neighborhood  of  $2  million  a 
year.  Merrill  Lynch  has  picked  up 
a  clean  $1.5  million  in  underwrit- 
ing fees  alone  plus  commissions 
(what  Merrill  Lynch  labels  selling 
concessions),  not  to  mention  any 
brokerage  business  that  is  routed 
its  waj 

Does  this  mean  that  Merrill 
Lynch  is  going  to  start  merchan- 
dising a  raft  of  new  funds?  Prob- 


Regan  of  Merrill  Lynch 


ably  not.  The  first  underwriting  bo- 
nanza of  a  year  ago  led  many  ob- 
servers to  predict  such  a  course. 
But  ...  as  we  said,  it's  a  question 
of  friendship,  not  of  wedding  bells. 
"We  are  constantly  being  ap- 
proached by  underwriting  compa- 
nies asking  us  to  take  a  look  at 
what  they  propose  to  do,"  says 
Merrill  Lynch's  Vice  President 
Robert  A.  Nathane.  But  so  far  all 
have  been  turned  clown. 

But  it  was  a  different  story  when 
it  came  to  Massachusetts  Financial 
Services,  managers  of  Massachu- 
setts Investors  Trust,  the  country's 
oldest  mutual  fund.  Merrill  Lynch 
knew  it  would  probably  not  be  em- 
barrassed by  the  collapse  of  any 
of  its  funds.  If  anything,  the  Bos- 
ton-based firm  has  been  too  stodgy. 
So  when  Massachusetts  Financial 
Services  had  second  thoughts  about 
relying  entirely  on  Vance  Sanders 
and  Co.,  its  longtime  distributor, 
Merrill  Lynch  was  happy  to  step 
in  for  the  initial  fat  underwriting. 

Merrill  Lynch  evidently  brought 
merchandising  skill  as  well  as  size 
to  the  relationship.  When  Massa- 
chusetts Financial  Services  planned 
MFS  Income  Fund  last  year,  Mer- 
rill Lynch  proposed  that  the  name 
be   changed   to   Massachusetts   In- 
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come  Development  Fund  (Forbes, 
Dec.  1.  1970)  and  that  it  be  able 
to  invest  in  equities  as  well  as  debt. 
It  reasoned  that  a  fund  that  offered 
both  income  and  a  bit  of  growth 
would  attract  more  buyers.  Some- 
what the  same  pattern  was  behind 
this  year's  underwriting.  Merrill 
Lynch  saw  that  with  the  interest 
rate  pattern  changing,  there  might 
be  a  demand  for  a  growth  fund 
with  above-average  income.  MFS 
had  lacked  such  a  fund,  but  now 
it  has  Massachusetts  Financial  De- 
velopment Fund. 

So  for  those  who  have  wondered 
whether  Merrill  Lynch  might  start 
a  big  fund  of  its  own,  the  question 
now  is,  why  should  they?  As  an 
underwriter  they  get  a  fee.  And  as 
salesmen  they  get  a  chunk  of  the 
load  fee.  If  the  funds  perform  poor- 
ly, Merrill  Lynch's  reputation  isn't 
so  directly  on  the  line  as  would  be 
the  case  with  its  own  fund. 

Merrill  Lynch  is  not  only  big.  It 
knows  what  it  is  doing. 


Can  They  Survive? 


In  the  depressed  mutual  fund  field 
today,  that  question  is  being  asked 
more  and  more  often  about  the 
smaller  investment  management 
companies,  those  with  mutual  fund 
assets  under  $100  million. 

With  sales  slow  and  the  market 
sluggish,  such  companies  find  it 
ever  harder  to  make  ends  meet. 
"We  would  guess,"  says  Arthur  Lip- 
per  Corp.'s  Arthur  Lipper,  "that  as 
much  as  80%  of  the  individual  man- 
agement companies  operate  at  a 
break-even  point  or  at  a  loss.  You 
are  very  likely  going  to  see  a  sub- 
stantial number  of  mergers  or  pos- 
sibly liquidations." 

Nor  is  Lipper's  opinion  a  lone 
'one.  Says  Solon  P.  Patterson,  presi- 
dent of  Alpha  Research  Corp.,  "I 
frankly  don't  see  how  a  pure  mu- 
tual fund  operation  of  $30  million 
to  $40  million  or  less  in  assets  is  go- 
ing to  make  it."  Such  a  fund  would 
have  only  about  $300,000  a  year 
for  paying  its  costs;  by  contrast,  a 
$200-million  fund  might  have  $1.5 
million— without  substantially  high- 
er costs. 

Daniel  L.  Goldy,  president  of  In- 
vestors Counsel,  a  mutual  fund 
management  company  with  $57 
million  in  assets,  confirms  the  neg- 
ative climate.  "Quite  a  few  peo- 
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NEW  ISSUE 


November  10,  1971 


1,200,000  Shares 


Reynolds  Securities  Inc. 


Common  Stock 


($1  Par  Value) 


Price  $20  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Blyth&Co.,Inc. 


Drexel  Firestone        duPont  Glore  Forgan        Eastman  Dillon, Union  Securities  &  Co. 

Incorporated  Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated  Incorporated 


Stone  &  Webster  Securities  Corporation 


Dean  Witter  &  Co. 

Ioi.orpor.vtrd 


Bache  &  Co. 

Incorporated 


Wertheim  &  Co. 


Shearson,  Hammill  &  Co. 

Incorporated 
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NEW  ISSUE 


November  12,  1971 


$150,000,000 
Aluminum  Company  of  America 


7AS%  Sinking  Fund  Debentures  Due  1996 


Price  100% 

plus  accrued  interest  from  November  15, 1971 


Copies  oj  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  at  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Dillon,  Read  &  Co.  Inc.  Kuhn,  Loeb  &  Co. 

BIyth  &  Co.,  Inc.  Drexel  Firestone 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 
Kidder,  Peabody  &  Co. 

Incorporate* 

Loeb,  Rhoades  &  Co. 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Hornblower  & 
Lazard  Freres  &  Co. 

Merrill  Lynch 


White,Weld&Co. 


Dean  Witter  &  Co. 

Incorporated 


Salomon  Brothers 
duPont  Glore  Forgan 

Incorporated 

Goldman,  Sachs  &  Co. 

Weeks-Hemphill,  Noyes 

Lehman  Brothers 

Incorporated 

Pierce,  Fenner  &  Smith 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 
Bache  &  Co. 

Incorporated 


Why  not  be  seen 

where  your  customers  and 

prospects  are  looking* 

Forbes:  capitalist  tool 


•More  top  management  men  in  America's  500  largest  industrial  corpora- 
tions read  FORBES  regularly  than  read  Time  or  Business  Week,  or  Fortune, 
or  U.S.  News  or  Newsweek  (Erdos  and  Morgan). 


The  Funds 


pie  are  knocking  on  our  door  on 
the  assumption  that  we  would 
want  to  merge  with  somebody  else. 
It's  damn  diverting,"  he  says  with 
annoyance.  But  IC  lost  money  in 
1968  and  1969  and  barely  broke 
even  in  1970.  Admits  Goldy,  "It's 
.slim  pickings." 

The  problem  is  that  many  of  the 
smaller  funds  were  marginal  from 
the  moment  they  were  started  back 
in  the  go-go  era  of  the  late  Sixties. 
They  counted  on  a  hot  track  rec- 
ord to  swell  their  sales,  bootstrap- 
ping them  into  the  black.  The  mar- 
ket collapse  ended  those  dreams. 

Since  then,  marketing  mutual 
fund  shares  has  become  an  ardu- 
ous task.  Many  small  investors  have 
soured  on  funds.  Further,  since 
the  abolition  of  give-ups  in  1968, 
many  dealers  find  they  can  make 
more  money  peddling  insurance, 
REITS,  oil  ventures,  etc.  Says  Lip- 
per,  "A  mutual  fund  can  no  long- 
er look  to  a  broker-dealer  for  much 
support.  Which  is  one  reason  why 
we  think  there  will  be  a  continua- 
tion of  net  redemptions." 

Can  the  smaller  investment  com- 
panies stay  alive  under  these  cir- 
cumstances? If  the  company  is  af- 
filiated with  an  insurance  compa- 
ny, a  brokerage  firm  or  with  an 
investment  counseling  business,  the 
odds  are  better  because  costs  can 
be  spread  over  a  wider  asset  base. 
Patterson  of  Alpha  Research  man- 
ages two  mutual  funds  with  only 
$33  million  in  assets.  He  survives 
because  "we  are  a  subsidiary  of 
the  [investment  counseling]  firm 
Montag  &  Caldwell  that  manages 
over  $300  million.  We'd  never  have 
made  it  without  them." 

So  much  for  the  manager's  trou- 
bles. How  does  the  investor  fare  in 
the  smaller  funds?  A  brief  look  at 
Forbes'  latest  Mutual  Fund  Survey 
(Aug.  15)  reveals  that  in  many 
cases,  investors  did  well  in  the 
smaller  funds,  poorly  in  others— so 
smallness  was  no  guarantee  of  good 
performance.  But  in  most  every 
case,  the  investor  paid  higher 
charges  for  being  in  the  smaller 
fund.  Add  to  this  a  situation  where 
many  smaller  funds  are  losing  mon- 
ey for  their  managers,  and  it  is 
difficult  to  dismiss  Lipper's  predic- 
tion that  there  will  be  many  merg- 
ers and  perhaps  liquidations. 

Smallness  has  its  virtues,  but  for 
many  management  companies  prof- 
itability isn't  one  of  them.  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus 


Xot  a  New  Issue 


November  5,  1971 


1,057,030  Shares 


Colonial  Penn  Group,  Inc. 


Common  Stock 

par  value  $.10  a  share 


Price  $52.25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 

Blyth  &  Co.,  Inc.  The  First  Boston  Corporation  Drexel  Firestone  duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.     Goldman,  Sachs  &  Co.     Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co. 

Bache  &  Co.  F.  S.  Smithers  &  Co.,  Inc. 

Incorporated 

American  UBS  Corporation      Basle  Securities  Corporation      Bear,  Stearns  &  Co.      A.  G.  Becker  &  Co. 

Incorporated 

CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  Robert  Fleming  E.  F.  Hutton  &  Company  Inc. 


Incorporated 

W.  E.  Hutton  &  Co. 
Reynolds  Securities  Inc. 
Shields  &  Company 

Incorporated 

G.  H.  Walker  &  Co. 

Incorporated 


Incorporated 

F.  S.  Moseley  &  Co. 


Kleinwort,  Benson 

Incorporated 

L.  F.  Rothschild  &  Co. 
Swiss  American  Corporation 
Walston  &  Co.,  Inc. 


Paribas  Corporation 


Shearson,  Hammill  &  Co. 

Incorporated 

Spencer  Trask  &  Co. 

Incorporated 

Wood,  Struthers  &  Winthrop  Inc. 


Consider 

tax-exempt  bonds 

asameansof 

financing  your  corporation's 

pollution  control 

facilities. 

Federal  and  State  anti-pollution  legislation  calls  for  higher 
standards  of  industrial  pollution  control.  This  means  Amer- 
ican industry  will  be  spending  billions  of  dollars  in  the  years 
ahead  for  the  construction  and  upgrading  of  waste  treat- 
ment facilities. 

Salomon  Brothers,  as  one  of  the  nation's  leading  invest- 
ment bankers,  stands  ready  to  work  closely  with  and  provide 
all  necessary  assistance  to  local  governments  and  corpora- 
tions faced  with  the  problems  involved  in  financing  anti- 
pollution facilities. 

lax-exempt  bonds,  where  permitted,  offer  industrial 
corporations  the  most  economical  method  of  financing  pol- 
lution control  systems  available  today. 

Salomon  Brothers  can  help  formulate  a  financial  plan 
suitable  for  your  corporation's  anti-pollution  program.  Spe- 
cialists from  our  firm  will  meet  with  you  to  review  your  par- 
ticular needs  and  assist  in  raising  the  capital  required  at  the 
most  advantageous  terms. 

Consistent  without  objective  to  provide  maximum  liquid- 
ity for  our  customers,  we  are  prepared  to  maintain  an  active 
and  continuing  market  in  anti-pollution  bonds. This  willing- 
ness to  provide  a  secondary  market  will  contribute  substan- 
tially to  a  bond's  marketability  and  can  be  a  major  factor  in 
providing  the  borrower  with  the  lowest  possible  interest 
costs. 

We  invite  you  to  call  or  write  William  E.  Simon  or  Gedale 
B.  Horowitz,  General  Partners,  Municipal  Department (2 12) 
747-7000. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankets 


One  New  Yoi  k  Plaza,  New  York,  New  York  10004 

Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Los  Angeles,  Philadelphia,  St,  Louis,  San  Francisco. 

Members  New  York  Sto<  k  Ex<  hange,  Inc. 


The  Forbes  Index 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories/ 

•  How  intensively  are  we  building'  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


AUG 126.4 

SEPT. 125.4 

OCT.   122.0 

NOV 119.5 

DEC 119.8 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.5 

JUNE 136.4 

JULY  137.3 

AUG 137.4 

SEPT.  (Prel.)  136.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  COepf.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Investing  In  A  Managed  Economy 


What's  mi    matter  with  the  stock 

market?  Most  economists  of  high  re- 
pute say  all's  well  with  tlie  economy, 
and  that  1972  will  lie  a  good  year.  A 
majoritx  ot  analysts  predict  that  cor- 
porate earnings  next  year  will  be  l(M 
to  183  higher  than  in  1971.  The  Dow 
Jones  industrials,  however,  have  been 
going  down  day  after  day,  and  as  this 
is  written  are  oil  more  than  100  points 
from  their  September  high. 

The  enthusiasm  which  followed 
President  Nixon's  Aug.  15  TV  appear- 
ance, in  which  he  announced  a  com- 
plete reversal  of  his  previous  economic 
policies,  lias  now  been  replaced  by  a 
no-confidence  situation  even  more  ex- 
treme than  that  which  existed  last 
summer.  What's  wrong? 

Without  pretending  to  know  all  the 
answers,  let  me  outline  a  few  suspi- 
cions and  theories.  In  the  first  place, 
it  should  he  recognized  that  the  only 
Way  to  control  inflation  is  to  apply 
some  deflation;  and,  in  doing  so,  there 
is  always  danger  that  deflation  will  get 
away  from  us  just  as  inflation  did.  And 
deflation  is  the  most  unpleasant  thing 
that  can  happen  to  the  economy. 

Main  of  us  lack  faith  in  the  ability 


Mr.   Hooper   is  associated   with   the   New  York  Stock 
E»change  firm  of  W.   E    Hutton  &  Co. 


of  the  economy  managers  to  stop  de- 
flation in  its  tracks  just  at  the  brink 
where  it  has  mastered  inflation  and 
before  it  goes  far  enough  to  create 
spreading  dislress  and  depression.  Per- 
haps the  present  economy  managers 
are  smart  enough  to  do  this.  Perhaps 
the  whole  anti-inflation  effort  won't 
work,  due  to  labor's  revolt.  As  a  con- 
sequence, we  even  may  go  back  into 
still  faster  and  faster  inflation.  In  any 
event  there's  great  uncertainty;  and 
there's  lots  of  deflation  in  the  stock 
market  already,  if  nowhere  else. 

Then  there  is  worry  about  the  profit 
implications  of  Phase  2  of  the  Nixon 
program.  Obviously,  labor  will  be  a 
reluctant  cooperator  in  any  attempt 
to  put  a  ceiling  on  wages,  however 
high  that  ceiling  may  be.  Instead  of 
being  firm,  Washington  has  shown  a 
tendency  to  bribe  labor  into  being 
good.  The  ceilings  on  prices  appear  to 
be  much  lower  than  those  on  labor, 
and  the  equation  between  prices  and 
wages  threatened  for  Phase  2  amount 
to  lower  business  profits,  not  the  high- 
er profits  that  many  economists  and 
analysts  are  predicting.  I  can't  seem 
to  convince  myself  there  is  much  prob- 
ability that  labor  will  suddenly  "get 
religion"  and  make  higher  profits  pos- 


sible. Nor  do  I  think  a  real  showdown 
between  government  and  business  is 
likely  in  a  Presidential  election  year. 

Better  Return  with  less  Worry 

Those  of  us  who  are  on  the  firing 
line  dealing  with  the  investment  pub- 
lic notice  something  else.  In  their  buy- 
ing and  selling,  our  clients  have  not 
been  making  money  recently.  We  have 
not  been  making  a  better  mousetrap 
(as  we  did  for  so  many  years  back  in 
the  1950s  and  1960s)  so  there  is  grass 
growing  in  that  beaten  path  that  the 
world  formerly  was  making  to  our 
door.  Money  in  bonds,  in  thrift  ac- 
counts and  in  mortgages  has  been  pro- 
viding a  better  return  than  money  in 
stocks— and  with  far  less  worry. 

What's  worse,  those  who  tried  to 
make  money  too  fast  in  the  late  1960s 
(and  there  are  many  of  them)  are 
licking  their  wounds.  Look  what's  hap- 
pened to  the  computer  shares,  the 
electronic  issues,  the  conglomerates, 
the  fast  foods,  the  correspondence 
schools  and  a  vast  majority  of  "new- 
issues."  It's  bad  advertising  for  stocks, 
just  as  is  the  steady  decline  in  the 
price  of  better  equities  daily  evi- 
denced by  the  drop  after  drop  in  the 
DJI,  something  that  some  30  million 
investors  look  at  every  day. 

There  is  also  a  supply-demand  fac- 
tor in  the  stock  market.  The  supply  of 
new  issues  has  been  and  still  is  very 
large.  That  was  all  right  as  long  as  in- 
vestors were  saving  money  to  go  into 
stocks,  but  it  is  not  so  good  when  they 
prefer  to  put  their  savings  into  bonds. 
The  mutual  funds,  a  big  source  of  de- 
mand for  years,  are  no  longer  raising 
new  money  on  balance.  They  are  sim- 
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FundScope,  the  monthly  mutual  fund  mag- 
azine, in  its  December  issue  uncovers  data 
that  will  startle  many  fund  shareholders. 
For  example,  of  464  mutual  funds  rated 
by  FundScope,  only  8  are  rated  above 
average  for  Growth-lncome-Stability! 
SPECIAL  OFFER:  Send  just  $17  for  a 
3-month  trial  subscription  to  FundScope 
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investment  objectives  PLUS  —  4  big 
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Mutual  Fund  Guide,  the  new  Bible  of  the 
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Include  ZIP.  No  salesman  will  call 

FundScope,  Dept.  F-24,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles  Calif.  90067 


ply  switching  from  one  stock  to  an- 
other which  creates  no  new  demand. 
The  banks  and  the  pension  funds, 
while  still  a  source  of  demand,  are- 
putting  a  higher  percentage  of  their 
new  money  into  bonds  and  mortgages. 
Because  it  has  not  paid  to  do  it  recent- 
ly, the  public  is  reluctant  to  speculate. 
Indeed,  I  suspect  that  more  specula- 
tive money  is  retiring  from  the  stock 
market  than  is  going  into  it. 

Very  few  of  us,  I  fear,  have  a  clear 
idea  of  the  implications  of  the  "dol- 
lar crisis."  I  would  be  the  first  one 
to  say  that  I  was  slow  to  catch  on. 
America  poured  money  into  Europe 
and  Asia  (partly  for  war  purposes) 
until  there  were  just  too  many  dollars 
abroad.  This,  plus  inflation  at  home, 
eventually  created  a  situation  where 
the  dollar  was  overvalued  in  relation 
to  other  world  currencies.  Then,  so  as 
not  to  lose  all  our  gold,  we  stopped 
selling  gold  to  other  nations. 

That  resulted  in  the  dollar  going 
down  in  relation  to  other  currencies, 
but  even  more  important,  it  made  it 
more  difficult  for  the  great  commercial 
nations  like  Germany  and  Japan  to 
sell  to  us  and  easier  for  us  to  sell  to 
them.  Other  countries  now  must  make 
contracts  in  international  trade  in  cur- 
rencies with  a  rapidly  fluctuating  val- 
ue, and  hardly  know  where  they 
stand.  Business  has  begun  to  deterio- 
rate rapidly.  Higher  values  for  cur- 
rencies result  in  some  deflation  and 
the  threat  of  more  deflation. 

Now,  deflation  is  an  infectious  dis- 
ease, just  like  inflation.  In  this  small 
world,  where  communications  are  so 
easy,  inflation  spreads  from  country  to 
country,  and  deflation  is  bound  to 
spread  in  the  same  manner.  All  this, 
of  course,  could  be  ameliorated  by  a 
stabilization  of  currencies.  This  gen- 
eration knows  a  lot  about  inflation, 
but  little  has  been  written  about  in- 
flation. Usually  inflation  is  regarded 
as  sinful,  but  for  active  people  it  is 
very  pleasant.  Deflation  is  very  un- 
pleasant and  antiprofits  to  everyone 
except  those  who  have  retired  on  a 
fixed  income,  and  to  the  most  un- 
aggressive people. 

The  big  trouble  with  deflation  is 
that  it  makes  debtors  pay  off  their 
loans  in  terms  of  dollars  bigger  than 
they  have  borrowed.  For  the  past  30 
years  Americans,  and  the  citizens  of 
most  other  countries,  have  been  pay- 
ing off  loans  in  terms  of  dollars  smaller 
than  they  have  borrowed.  That  has 
tended  to  keep  all  of  us  solvent. 

Over  the  centuries,  or  even  the  dec- 
ades, units  of  currency  tend  to  become 
worth  less  and  less  in  terms  of  buying 
power.  Adam  Smith  pointed  out  in 
1776  in  his  Wealth  of  Nations  that 
the  British  pound  sterling  originally 
was  a  pound  of  silver  when  silver  was 


worth  almost  as  much  as  gold,  and 
that  it  gradually  deteriorated  even  be- 
fore his  time.  There  are  times,  how- 
ever, like  the  late  1880s  and  the  early 
1890s,  when  the  value  of  the  currency 
tends  to  rise  and  prices  tend  to  decline. 
They  usually  are  of  short  duration, 
but  while  they  last  they  are  not  nice. 

Now  far  be  it  from  me  to  predict 
we  are  drifting  into  deflation,  or  to  say 
that  there  is  no  political  remedy  for  it; 
"  but  I  do  think  that  at  present  there  is 
at  least  a  threat  of  it.  How  serious  this 
threat  is  will  be  determined  over  the 
next  year,  not  the  next  four  weeks.  We 
have  embarked  on  a  politico-econom- 
ic experiment,  currently  involving 
more  danger  than  economic  weal. 

Bonds  Are  Better 

What  should  an  investor  do  about 
it?  For  the  present,  good  bonds  (even 
if  they  don't  go  up  in  price)  look  safer 
and  better  than  common  stocks.  There 
is  a  greater  near-term  and  medium- 
term  danger  in  owning  stocks  than  in 
not  owning  them.  They  can  go  down 
much  further  and  much  easier  than 
they  can  go  up. 

It  is  important,  however,  to  know 
something  about  the  past  history  of 
bear  markets  like  this  one.  Stocks  don't 
drop  from  the  top  to  the  bottom  with- 
out good  rallies.  Sentiment  from  time 
to  time  improves,  and  the  public, 
which  always  wants  to  be  optimistic 
rather  than  pessimistic,  comes  out  into 
the  sunshine.  Each  rally  usually  stops 
a  little  lower  than  the  previous  one 
and  each  decline  goes  a  little  lower. 
The  best  thing  you  can  do  is  to  keep 
your  powder  dry  till  the  whole  thing 
blows  over— even  if  you  don't  buy  at 
the  bottom.  Few  ever  do,  and  you 
better  not  try. 

There  are  not  many  stocks  that  I 
can  enthuse  about  right  now.  If  I  were 
to  buy  any,  I  think  I  would  consider 
Federal  National  Mortgage  (75)  first. 
The  company  is  growing  very  rapidly 
and  promises  to  grow  still  more  next 
year.  Earnings  are  increasing  regularly 
from  quarter  to  quarter,  partly  be- 
cause the  spread  between  the  cost  of 
money  and  what  Fanny  Mae  is  earn- 
ing on  money  loaned  is  rising.  Again, 
with  money  rates  declining,  the  mar- 
ket value  of  older  mortgages  is  in- 
creasing, making  possible  some  capital 
gains.  This  is  a  huge  company.  It  is 
so  capitalized  as  to  provide  high 
leverage  for  the  stock. 

I  get  many  inquiries  from  readers 
about  the  coppers  and  the  steels. 
These  stocks  are  historically  cheap, 
but  I  think  it  is  too  early  to  buy  them. 
.  .  .  The  international  oils  probably 
are  the  best  all-around  values— but 
good  bonds  are  still  better.  ...  I 
think  most  price/ earnings  ratios  still 
are  too  high.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Dividends  Or  Interest? 


Ever  since  our  tax  laws  began  to 
differentiate  between  "earned  income" 
and  "capital  gains."'  tbe  lure  of  invest- 
ment income  from  securities  has  di- 
minished. By  now.  main-  investors 
couldn't  care  less  whether  a  stock 
pays  a  dividend  or  what  it  yields. 
Now.  Phase  2  has  imposed  a  limita- 
tion on  dividend  increases.  Although 
no  one  seriously  believes  dividends  are 
inflationary,  few  Wall  Streeters  ob- 
jected to  this  action  because  it  is  all 
but  meaningless  to  most  investors.  It 
was  just  a  symbolic  gesture. 

This  downgrading  of  cash  divi- 
dends should  not  be  misinterpreted. 
Of  course,  one  must  iu\est  for  a  "re- 
turn" on  capital,  but  if  IBM  earns  S9 
a  share,  yet  pays  only  $5.20,  the  dif- 
ference can  be  considered  "edible  in- 
come." Such  nibbling  on  capital  does 
not  me, tn  an  invasion  of  principal.  Ob- 
viously, these  considerations  apply 
primarily  to  individual  investors,  par- 
ticular!) those  above  the  minimum 
tax  bracket.  But  what  about  the  multi- 
billion-dollar  pension  binds  which  pay 
DO  taxes  on  either  income  or  capital 
gains?  Or  the  income  beneficiaries  ot 
trusts  who  usually  cannot  participate 
in  capital  appreciation? 

Such  investors  and  others  who  have 
become  frustrated  in  their  quest  foi 
capital  gains  have  turned  increasingly 
to  fixed-income-bearing  securities 
Some  simply  put  the  money  into  sav- 
ings banks,  which  in  New  York  pay 
as  much  as  6%  if  they  tie  the  money 
down  for  at  least  two  years. 

A  few  months  ago  the  Treasury  of- 
fered a  TV  bond,  due  1981,  at  par. 
Now.  it  sells  above  110— not  bad,  10% 
appreciation  while  earning  1%.  Inves- 
tors have  also  been  buying  vast 
amounts  of  bonds,  tax-exempts  as  well 
as  corporates,  depending  on  the  needs 
of  the  individual.  Now  that  there  is 
hope  that  inflation  will  at  least  be  re- 
tarded, the  7.5?  yield  on  long-term, 
high-grade  bonds  looks  good  enough 
to  incur  a  moderate  price  risk.  If  long- 
term  interest  rates  should  decline  fur- 
ther, to  6.5%  perhaps,  then  there  is 
the  possibility  of  a  sizable  capital 
appreciation. 

But  now  take  a  new  look  at  the  util- 
ities, the  stock  market's  stepchildren 
ever  since  inflation  took  hold  in  eam- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


est.  Many  fine  utility  stocks  sell  at  10 
to  12  times  earnings  and  offer  yields 
of  6.25?  and  more.  Inflation  has  hurt 
this  industry.  Costs  were  mounting 
and  compensatory  rate  increases  were 
often  lagging.  Borrowing  costs  were 
also  rising  steeply  at  a  time  when  the 
utilities  needed  to  add  capacity. 

These  problems  have  not  gone 
away.  In  fact,  some  bears  on  the  utili- 
ties believe  that  they  are  getting 
worse;  that  Phase  2  will  make  it  even 
more  difficult  to  get  prompt  and  ade- 
quate rate  increases;  that  a  lot  of 
ecjintv  securities  will  have  to  be  sold 
in  order  to  finance  needed  capital  ex- 
penditures and  still  maintain  a  strong 

capital  structure;  that  dividend  in- 
creases will  be  limited  to  4%  a  year. 
All  this,  of  course,  is  well  known.  That 
is  precisely  why  the  Dow  Jones  utility 
average  is  lower  today  than  it  was  a 
decade  ago. 

One  or  the  Best 

Public  Service  Commissions  cannot 
afford  to  jeopardize  the  health,  finan- 
cial and  operational,  of  the  utilities 
in  their  respective  states  by  with- 
holding  needed  rate  increases,  and  it 
is  difficult  to  see  how  Phase  2  can  in- 
terfere with  an  already  regulated  in- 
dustry. Long-standing  records  of  divi- 
dend increases  will  have  to  be  kept 
alive  in  order  to  make  these  stocks 
desirable  investments.  Otherwise 
many  companies  may  not  be  able  to 
raise  equity  capital,  and  if  they  don't 
do  that,  the  quality  rating  of  their 
bonds  may  be  lowered,  thus  further 
raising  borrowing  costs. 

Take  a  look  at  one  of  the  largest 
and  best  utility  systems  in  the  coun- 
try, American  Electric  Power.  This 
stock  first  reached  the  present  price  of 
27)2  in  1960.  In  that  year  the  com- 
pany earned  $1.17  a  share  and  paid 
84  cents.  This  year  earnings  are  $2.40 
and  the  dividend  is  $1.70.  Except 
for  the  freeze,  the  dividend  would 
have  been  raised  again  last  October; 
this  had  been  AEP's  practice  for  a 
great  many  years,  thereby  fully  com- 
pensating for  the  rise  in  the  cost  of 
living.  There  are  many  other  excellent 
Utilities  with  similar  performance  rec- 
ords. Once  investors  regain  confi- 
dence, they  will  switch  back  into  util- 
ities if  they  want  a  gradually  rising  in- 
come and  a  chance  for  appreciation.  ■ 
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If  you  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 
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I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 
7918  Ivanhoe  Avenue, 
(P.O.Box35l)Dept  2-12-1 
La  Jolla,  California  92037. 
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THIS  RECORDING  COULD 
HOLD  THE  ANSWER  TO 
YOUR   FUTURE   SUCCESS... 

This  recording  outlines  the  remarkable  con- 
cept and  philosophy  of  Success  Motivation 
Institute,  Inc.,  a  company  devoted  exclusively 
to  "motivating  people  to  their  full  potential." 

With  the  recording  you'll  receive  a  booklet 
jt lines  the  business  opportunity  avail- 
able to  you  at  Success  Motivation  Institute,  the 
world's  largest  producer  of  motivational, 
!**velopment,  sales  training,  manage- 
ment development,  and  family  motivation 
progran  s 

Send  for  your  free  copy  of  "Personal  Moti- 
>nd  the  BUSINESS  OPPORTUNITY 
booklet  today.  There's  absolutely  no 
obligatton. 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614  Dept.  FBS  12-1 
Waco,  Texas  76710 
Telephone  817-776  1230 
(Call  Collect) 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Buildup  In  Sight 


•  ■  V 


About  three  months  ago,  the  idea  be- 
gan to  get  around  that  institutional 
investors  had  run  out  of  buying  pow- 
er. If  so,  and  with  individual  investors 
selling  much  more  stock  than  they 
were  buying  and  the  supply  of  new 
stock  from  corporations  seeking  addi- 
tional capital  at  record  levels,  many 
observers  argued  that  the  stock  mar- 
ket had  no  way  to  go  but  down.  The 
fact,  of  course,  is  that  it  did  go  down. 
But  it  is  also  a  fact  that  the  supply- 
demand  relationships  cited  to  support 
forecasts  of  lower  stock  prices  have 
not  so  far  materialized.  What's  more, 
there  are  reasons  to  believe  that  they 
have  been  shifting  in  favor  of  higher 
stock  prices  and  will  continue  to  do 
so  in  the  months  ahead. 

Indications  are  that  the  tide  of 
new  stock  issues  (net,  after  redemp- 
tions) passed  its  peak  during  this 
year's  second  quarter  (while  the  Dow 
fluctuated  mostly  above  900)  with  a 
total  of  $4.3  billion.  This  huge 
amount,  incidentally,  included  a  giant 
American  Telephone  preferred  stock 
offering,  which  accounted  for  most  of 
the  increase  from  the  first  quarter's 
$2.2  billion.  Now,  preliminary  com- 
putations point  to  a  third-quarter 
total  of  perhaps  about  $2.5  billion 
and  a  full-year  total  of  roughly  $11 
billion.  These  estimates  suggest  that 
the  fourth-quarter  total,  at  maybe  $2 
billion,  will  be  the  year's  lowest,  and 
also  lower  than  the  fourth  quarter  of 
1970  (when  stock  prices  were  rising 
sharply).  In  other  words,  the  pressure 
of  supply  from  the  new-issue  source 
appears  to  have  been  subsiding  since 
last  spring— and  especially  while  it 
was  being  cited  as  a  mounting  threat 
to  stock  prices. 

A  Boost  to  Prices 

This  trend  now  seems  likely  to  con- 
tinue. Corporations'  retention  of  cash 
flow— undistributed  earnings  plus  de- 
preciation (noncash)  charges— has 
been  rising  steeply  to  record  highs. 
In  the  second  quarter,  according  to 
ral  Reserve  Hoard  data,  cash 
flow  ran  at  an  annual  rate  of  $84.5 
billion,  up  some  17'/  from  the  year- 
earlier  period;  given  the  trend  of  re- 
corporate  earnings  reports,  the 
third-quarter  rate  may  have  been  at 

Mr  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


•  least   another    billion    dollars    higher. 

These  new  peaks  are  being  reg- 
istered, please  note,  despite  a  busi- 
ness recovery  generally  characterized 
as  sluggish.  Even  a  modest  accelera- 
tion in  business  activity  and  profits 
next  year  could  add  at  least,  say,  an- 
other $10  billion  to  retained  cash 
earnings.  This  would  substantially  ex- 
ceed the  rise  in  business  spending  for 
capital  goods  currently  being  pro- 
jected for  1972,  with  enough  left  over 
to  finance  much  of  the  added  inven- 
tory accumulation  expected  next  year. 
Under  such  conditions,  not  only  net 
new  stock  issues  but  also  net  new 
corporate  bond  offerings  could  drop 
sharply  during  next  year  from  this 
year's  record  totals,  presumably  with 
beneficial  implications  for  stock  and 
bond  prices  alike. 

While  the  rate  of  net  new  stock 
issues  receded  from  last  spring's  peak, 
net  sales  of  stock  by  individual  in- 
vestors also  have  been  subsiding,  as 
one  would  expect  them  to  do  when- 
ever stock  prices  decline  and  precisely 
at  a  time  when  they  were  being  point- 
ed to  as  a  reason  why  stock  prices 
should  fall.  According  to  latest  Fed- 
eral Reserve  statistics,  individuals'  net 
stock  sales  during  the  third  quarter 
were  down  to  $439  million,  from  $1.3 
billion  in  the  second  quarter  and  $2.8 
billion  in  the  first.  For  the  fourth 
quarter  to  date,  New  York  Stock  Ex- 
change odd-lot  statistics  suggest  that 
the  rate  of  individuals'  net  selling 
failed  to  rise  afresh,  more  likely  that 
it  continued  to  recede. 

In  the  arithmetic  of  flow-of-funds 
accounting,  these  indications  of  re- 
duced net  new  stock  issues  and  sharp- 
ly lower  net  stock  liquidation  by  in- 
dividual investors  point  to  a  decline 
in  the  rate  of  institutional  net  stock 
buying  in  the  third  quarter  and  din- 
ing the  first  half  of  the  fourth.  (If 
the  dollar  total  of  net  sales  declines, 
the  volume  of  net  buying  must  also 
contract,  else  the  accounts  won't  bal- 
ance.) But  it  would  be  rash  to  take 
this  as  evidence  that  institutions  had 
run  out  of  buying  power.  More  likely, 
the  implied  drop  in  institutional  net 
stock  purchases  may  have  produced 
a  significant  increase  in  surplus  buy- 
ing power  on  the  institutional  sector, 
much  as  was  the  case  in  the  third 
quarter  of  1970. 
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Then  nonbank  financial  institutions, 
possibly  fearing  another  big  bear-mar- 
ket leg,  channeled  only  about  15fS  of 
their  investible  funds  into  the  stock 
market  and  all  the  rest  into  fixed-in- 
terest-bearing media.  In  the  fourth 
quarter  of  1970,  under  pressure  from 
continuing  large  cash  inflows,  they 
committed  over  oO"?  of  investible 
funds  to  the  stock  market  and  so  ap- 
parently made  a  major  substantial 
contribution  to  a  big  rise  in  stock 
prices.  Put  differently,  institutional  re- 
luctance to  buy  common  stocks  ap- 
parently had  created  an  extraordi- 
narily strong  technical  situation  in  the 
stock  market. 

Better  Market  Ahead 

A  Minilar  condition  may  have  been 
building  up  during  the  past  five 
months.  True,  the  mutual  funds  group 
can  no  longer  be  counted  a  reliable 
source  of  net  stock  buying.  But  other 
institutions,  notably  pension  and  re- 
tirement funds  and  insurance  compa- 
nies, swing  tar  more  weight  in  the 
market  than  the  mutual  funds  and, 
besides,  continue  to  enjoj  a  rising  in- 
flow ot  new  cash  that  needs  to  be 
invested.  Overall,  the  totals  are  so 
enormous    that    even    a    moderate    use 

in  the  percentage  of  money  devoted 

to  common  stocks  could  do  wonders 
tor  stock  prices. 

Last  year,  for  example,  nonbank 
financial  institutions  that  typically 
buy  common  stocks  had  almost  $2M 
billion  to  invest  in  one  medium  or  an- 
other. It  seems  all  but  certain  that 
this  year's  total  will  be  higher,  and 

next    \ear's    higher    .main.    RetnemUi 

that  pension  and  retirement  funds, 
together  the  dominant  groups  on  this 
sector,  are  still  far  from  being  Fully 
Funded  at  a  time  of  rising  demands 
for  wider  and  better  coverage  for 
beneficiaries,  thus,  their  new-cash  in- 
flows probably  will  continue  growing 
much  taster  than  their  payouts  for 
years  to  come. 

In  light  ot  the  Foregoing,  it  seemed 
dear  to  me  that  the  underlying  money 
Hows  and  supply-demand  relation- 
ships which  presumably  ijovern  the 
stock  market's  basic  technical  condi- 
tion were  improving— not  deteriorat- 
ing—while stock  prices  kept  falling 
from  their  September  highs  in  an  in- 
creasingly panicky  atmosphere.  At  the 
same  time,  the  more  conventional 
technical  evidence,  which,  in  my 
opinion,  had  at  no  time  developed 
convincing  primary  downtrend  im- 
plications, suggested  that  the  market 
was  becoming  grossly  oversold  as  the 
Dow  tumbled  around  800  last  month. 
Beneath  the  surface,  accordingly,  I 
thought  the  stage  was  being  set  for 
a  much  better  stock  market  perfor- 
mance in  the  months  ahead.  ■ 
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Value  Line  for  the  next 
three  months  for 

only  $25 


(REGULAR 
RATEM9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 

already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 

See  for  yourself  how  Value  Line's  investment  advisory  service,  though 

not  "free  of  charge,"  might  help  you  to  maximize  your  investment 

profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 

regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 

a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 

months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 

thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 

have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 

reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 

filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 

Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 

extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 

1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 

and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 

a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 

"Selection  and  Opinion"  section  of  the  VALUE  LINE  INVESTMENT 

SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 

market,  advice  on  investment  policy,  in-depth  analyses  of  especially 

recommended  stocks  and  special  situations,  the  Value  Line  market 

averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

•If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 

to  be,  you  may  return  the  material  we  send  you  within  30  days 

for  a  full  and  unquestioned  refund  of  your  $25. 
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Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 
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Investments  Geared  to  America's  Future 


OHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:(212)679-2700 

NAME  


ADDRESS. 


pheips 
dodge 

145th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52VH  per  share  on 
its  capital  stock,  payable  De- 
cember 10, 1971,  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  November  19,  1971.  This 
makes  total  dividends  for  1971 
of  $2.?0  per  share,  the  same  as 
in  1970. 

R.   D.  BARNHART, 

Treasurer. 
New  Yorfc,  N.  Y. 
November  3,  7977 


612  Convertible  Bond  Charts 

with  common  and  Convertible  Bond  clearly  shown 
on  same  large  chart  in  exact  conversion  ratio 
help  you  follow  today's  developing  opportunities 
in  now  sharply  discounted  Convertible  Bonds 
A  10  year  sales  and  earnings  strip  is  included 
plus  an  inset  chait  giving  past  annual  price 
ranges  for  Convertible  Bond  and  common  An 
accompanyinu  current  computer  output  folder 
gives  much  vital  information  about  each  Con 
vertible   Bond  and   Editor   Sidm  year 

experience  backed     Buy.     Sell,     Hold    Ratings    on 
the    612    Convertible    Bonds     A    few    dozen    Con 
vertible   Bonds  arc   rated    "Best   Buys"   with  sup 
porting   Statistics    and   several   we   consider  among 
the    most   attractive   cuirently   are    fully   analyzed 
Another    accompanying    foldei    succinctly    ex; 
the  valuable  uses  of  Convertible  Bonds  in  I 
promise  filled,    dingti  filled    markets 
ALL    this    with    the    now  comingoff  the  press    fully 
updated     edition     of    THE     R.H.M      CONVERTIBLE 
BONO    CHART    BOOK,    now    in    its    15th    yen    of 
publication 

No     serious     investor     should     be     without 
R  H  M     Convertible    Bond    Chan  your 

copy,    plus    all    described    above,    send    %7    > 
Ccnvertible  Bond  Chart  Book,    R.H.M.   Associates 
Dept.    FC    1.    220    Firth   Ave..    NY.,    NY.    lOOOl' 


WALL  STREET  VIEW 

By  Robert  Stovall 


Does  Phase  2  Faze  Voir  Too? 


Seemingly  locked  into  course  for  a 
year-end  nonrally,  stock-market  par- 
ticipants are  struggling  with  the  com- 
ponents ol  a  neu  formula.  These  eon- 
lain  the  essential  variables  of  the  com- 
plex layers  of  the  federal  program  to 
limit  inflation  to  an  annual  rate  of  27< 
or  3'L  The  still  unfolding  controls  are 
likely  to  have  their  highest  confusion 
quotient  in  the  final  weeks  ol  1971 
as  Phase  1  melds  into  Phase  2. 

For  all  the  unknowns,  a  discernible 
pattern  has  developed  regarding 
prices;  it  appears  to  he  an  espousal 
of  the  theories  of  J.K.  Galhraith  as 
articulated  in  his  The  New  Industrial 
State  and  earlier  in  TIic  Affluent 
Society.  An  apparent  role  player, 
President  Nixon  has  evolved  from  an 
economic  stance  in  1969  that  was 
frankly  Friedmanesque  ("Only  money 
matters")  to  his  adaption  of  the  kev  - 
nesian  "full  employment  budget"  last 
winter  to  the  two  essential  tenets  ol 
the  Galbraithian  argument.  For  years 
the  professor  has  been  making  these 
essential  points  about  the  inflationary 
tendencies  of  the  American  economy: 
Only  formal  wage  and  price  controls 
can  he  effective;  such  controls  can, 
with  exceptions,  he  limited  to  the 
200  largest  U.S.  corporations  and  the 
unions  they  deal  with. 

Last  month,  in  an  obviously  Gal- 
braithian mood,  the  Cost  of  Living 
Council  announced  a  three-tier  classi- 
fication system  that  will  require  com- 
panies with  sales  of  more  than  $100 
million  a  year  to  receive  advance  ap- 
proval before  raising  prices.  All  wage 
and  fringe-benefit  settlements  involv- 
ing more  than  5,000  employees  will 
need  prior  clearance  front  the  Pay 
Hoard.  Included  in  this  close  surveil- 
lance group  are  about  1,300  compa- 
nies uitli  more  than  152  of  total  U.S. 
sales  and  about  10',  of  all  workers. 
Smaller  companies  would  get  less  at- 
on  under  the  plan. 

So   at    tins    earl)    stage,    we   can    at 

least  guess  .a  some  probable  keys  to 
performance  in  tin-  months  ahead. 
Smaller  companies,  particularly  if 
the)  make  creative  or  nonessential 
products,  will  probabl)  have  more 
m  "I  operation  and  more  op- 
portunities foi  success  in  the  1972 
economy.    Those    companies    dealing 


A   guest   columnist.    Mr     Stovall   is  a  vice   president 
Ol   the  NYSE   firm  ol   Reynold     Securities  Inc 


with  the  consumer  may  have  an  easier 
time.  An  ingot  is  an  ingot  and  no 
amount  of  packaging,  upgrading  or 
research  and  development  is  going  to 
convince  Washington  to  allow  price 
increases  beyond  the  guidelines.  Com- 
panies with  marketing  and  promotion- 
al ability  to  develop  new  products  and 
services  also  should  have  an  edge. 

Suitable  Stocks 

I  have  been  watching  a  number 
of  seemingly  suitable  candidates  who 
meet  some  or  most  of  the  criteria.  Per- 
haps a  package  approach  to  equities 
in  this  category  would  be  an  intelli- 
gent strategy  for  the  equity  investor 
as  Phase  2  evolves.  Of  three  favored 
diversified  consumer  comestible  pur- 
veyors, American  Maize-Products, 
IIcliuc  Products  and  U.S.  Tobacco 
(Forbes,  Oct.  15),  only  AZE  is  too 
big  to  fit  this  thesis  of  smallness  being 
the  preferential  size. 

Some  other  ideas:  Binncij  <{•  Smith 
(30)  is  a  leader  in  the  manufacture 
of  educational  art  materials.  About 
half  of  sales  are  produced  by  the 
Crayola  line  of  wax  crayons.  Im- 
proved facilities  are  helping  earnings 
rise  despite  the  well-publicized  level- 
ing out  of  the  school  population. 
Dexter  Corp.  (16)  produces  an  un- 
usual line  of  long-fiber  industrial  web 
products  such  as  nonvvoven  material 
for  tea  bags  and  other  filtering  pro- 
cesses as  well  as  specialty  chemicals. 
A  long-term  earnings  growth  trend 
was  interrupted  in  1970  but  has  re- 
sumed in  the  latest  quarter. 

With  the  fadeaway  of  the  military 
procurement  industry,  the  Southeast 
is  now  unquestionably  the  fastest 
growing  major  region  of  the  nation. 
A  number  of  formula-fitting  companies 
arc  thriving  there.  American  Business 
Products  (16)  has  increased  sales  in 
each  of  the  past  32  years  and  divi- 
dends 14  times  in  the  same  period. 
Cox  Broadcasting  (31),  a  leading 
communications  and  set  vice  company, 
has  been  a  strong  market  performer 
this  year  on  a  modest  gain  in  earnings. 
Flowers  Industries  (15)  is  an  aggres- 
sive baking  companv  with  one  of  the 
most  efficient  operations  in  its  indus- 
try, With  the  other  southeastern  com- 
panies, its  shares  may  show  an  im- 
provement in  the  multiple  along  with 
continuing  earnings  gains.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Dateline  Australia 


The  wonders  of  modern  communica- 
tions and  jet  transportation  have 
brought  Australia  closer  to  the  way  of 
life  of  Western  Europe,  and,  to  an 
even  greater  degree,  to  that  of  Amer- 
ica, but  the  distance  has  not  yet  been 
entirely  bridged,  and  the  country  pre- 
sents some  very  strange  and  interest- 
ing contrasts. 

In  some  ways,  almost  complete  af- 
finity to  our  way  of  lit''  can  be  seen. 
For  instance,  1  am  writing  this  at  a 
beautiful  spot— Surfers  Paradise— on 
Australia's    Cold    Toast,    where    1    am 

trying  to  recuperate  in  a  short  week- 
end from  two  arduous  weeks  of  visit- 
ing and  conferring  with  Australian 
h'nanc  iers  and  businessmen. 

The  aiea   is  delightful,  with  one  of 

the  most  go  geous  and  longest 
beaches  in  the  world  and  with  a  cli- 

mate  similar  to  that  ot  Miami.  Like- 
Miami,  too,  hotels,  motels  and  con- 
dominiums are  sprouting  up  on  every 
available  spot  of  land,  lint  even  this 

does  not  detract  from  the  essential 
charm  and  restfulneSS  ot  the  resort. 

Television  programs,  leaning  heavi- 
ly   on     British    and    American     p 

types,  have  also  helped  to  bring  the 

Australians    closer    to    what    could    lx; 

described   as   either   the   blessings   01 

the    evils    of    the    second    half    of    the 

20th  century,  depending  on  one's 
point  of  view,  While  the  more  ad- 
vanced m  age  maj    dress  somewhat 

more  conservatively  than  we  are  ac- 
customed to,  the  youth  seem  to 
have  adopted  a  universal  uniform. 

Economic  Doldrums 

As  tai  as  business  is  concerned,  a 
cloud  of  depression  seems  to  have 
nded  on  the  country.  About 
three  years  ago.  the  Australian  stock 
market  experienced  one  of  the  great- 
est of  booms. 

The  very  important  and  impressive 
(by  world  standards)  discoveries  of 
mineral  resources  ol  all  kinds  excited 
the  imagination  too  highly  in  some 
cases  and  produced  excessive  price 
rises  in  stocks  (frequently  by  over- 
seas, rather  than  Australian,  buyers). 
As  is  the  case  in  all  market  booms, 
the  good  carried  the  poor  with  it. 

Now  that  a  number  of  sobering 
factors  have  tended  to  dampen  the 
enthusiasm,  the  excesses  of  the  few 
have    unduly    brought     down     many 


first-class  companies  with  tremendous 
long-term  potential.  The  bankruptcy 
of  Mineral  Securities,  one  of  the  larg- 
est Australian  mining  finance  houses, 
was  followed  by  smaller,  and  perhaps 
less  consequential,  disasters.  At  the 
same  time,  spurious  and  often  far  too 
optimistic  statements  by  some  direc- 
tors of  smaller  companies  produced 
artificial  boomlets  which  could  not 
subsequently  be  substantiated  by  hard 
facts.  All  of  this  has  produced  a  post- 
boom  atmosphere  in  which  lack  of 
credibility  plavs  a  large  part.  It  has 
also  speeded  the  introduction  of  gov- 
ernmental regulator)  bodies  and  vari- 
ous investigations  which,  in  the  long 
run,  will  do  a  great  deal  ot  good,  and, 
hopefully,  will  help  to  eliminate  some 
"I  the  abuses  ot  the  last  two  years  or 
so  In  the  meantime,  however,  it  has 
wrecked  the  public  image  of  several 
men  who  wer<  once  regarded  as  the 
pillars  of  the  financial  scene. 

President  Nixon's  new  economic  pol- 
icy, inasmuch  as  it  has  created  an  un- 

'ainty  in  foreign  exchange  mar- 
kets, lias  added  to  the  already  con- 
tused scene  \ustralia  lives  on  its  for- 
eign trade,  mainly  on  its  exports  of 
mineral  resources.  The  somewhat  con- 
tracted Bow  ol  world  trade  and  de- 
clines in  metal  puces  have  caused  a 
revaluation  ol  the  profitability  of 
many  of  the  recent  vast  mineral  dis- 
coveries. An  additional  factor  is  the  ef- 
fect of  our  policy  on  Japan,  by  far 
1  lie  largest  of  Australia's  customers. 
It  is  feared  that  the  impact  of  our 
new  economic  policy  will  have  such  a 
dampening  effect  on  the  Japanese 
economy  as  to  postpone  the  commer- 
cial exploitation  ot  many  of  these 
new  mineral  resources  by  at  least 
several  years. 

I  can  only  repeat  what  I  have  con- 
tinued to  say— that  the  pendulum  in- 
variably swings  too  far.  It  is  incon- 
ceivable that  the  world  monetary  au- 
thorities will  allow  political  bickering 
of  what  is,  after  all,  a  fairly  minor 
nature,  to  lead  to  world  recession. 
And  one  has  to  have  enough  optimism 
to  believe  that,  after  the  initial  points 
have  been  settled,  we  shall  return  to  a 
.  healthy  growth  pattern  throughout 
the  world.  Some  relative  positions  will 
no  doubt  have  changed  slightly  to  al- 
low the  U.S.  and  some  of  the  Western 
European  nations,  as  well  as  Japan,  to 


achieve   a   more    balanced   pattern    ot 
world  trade. 

All  this  leads  to  the  conclusion  that 
many  first-class  Australian  companies 
have  reached  levels  where  they  must 
be  considered  as  very  attractive  long- 
term  investments.  The  Seventies  are 
not  going  to  bring  a  halt  in  new  dis- 
coveries or  a  cessation  of  the  buildup 
necessary  to  bring  the  discoveries  of 
the  Sixties  to  the  markets.  The  essen- 
tial health  of  the  Australian  economy 
can  be  seen  in  many  factors  which 
encourage  my  long-term  optimism: 
to  mention  two,  the  flow  of  fresh  mon- 
ey to  savings  bank  accounts,  which 
certainly  is  not  going  to  stay  there 
once  even  a  little  of  the  present  psy- 
chological despondency  disappears, 
and  an  inflow  of  capital  investments 
from  overseas  at  record  levels. 

In  vesting  in  Australia's  Potentials 

Broken  Hill  Proprietary  Co.  Ltd. 
still  remains  the  most  interesting  area 
for  the  conservative  American  investor 
to  participate  in  the  growth  poten- 
tial of  this  country-continent.  Profits 
from  its  many  operations— it  is  inter- 
ested in  many  areas  of  mineral  explo- 
ration and  has  vast  oil  interests- 
should  more  than  justify  much  higher 
prices  than  the  current  price  level. 
It  is  believed  that  large-scale  wild- 
catting  for  oil  in  other  sections  of  the 
Pass  Straits  will  soon  start  up  again 
to  see  if  additions  could  be  made  to 
the  already  important  and  impressive 
discoveries  which  are  now  quickly 
being  turned  into  actual  revenue. 

The  smaller  oil  exploration  compa- 
nies deserve  an  article  to  themselves. 
Just  let  me  mention  that  while  my 
longtime  favorite  Santos  (jointly  with 
Delhi  International  Oil  Co.)  is  below 
the  best  levels  of  the  year,  it  is  still 
well  above  the  price  levels  of  the 
beginning  of  the  year  to  reflect  the 
growing  appreciation  of  the  impor- 
tance of  the  gas  and  oil  fields  these 
companies  have.  Of  the  major  mineral 
companies,  Western  Mining  is  selling 
at  a  fraction  of  its  high  of  the  last  18 
months  or  so.  The  vagaries  of  the 
marketplace  should  not  be  allowed  to 
detract  from  the  fact  that  this  con- 
cern has  made  one  of  the  most  impor- 
tant nickel  discoveries  of  recent  time. 

I  hope  this  will  serve  as  just  a  few 
pointers  of  what  I  have  learned  on  a 
very  interesting  trip,  on  which  I  hope 
to  elaborate  in  future  columns. 

In  the  meantime,  let  us  all  take  off 
our  hats  to  a  country  that  has  re- 
tained sufficient  sanity  and  good  sense 
to  make  its  most  important  horse  race, 
the  Melbourne  Cup,  a  national  event 
important  enough  to  close  the  stock 
exchange,  the  banks  and  all  other 
business  activity  and  to  produce  a 
grand  midsummer  festival.   ■ 
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DIRECTED  TOWARD  _  _ 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days,  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 
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BABSOIVS  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS.  MASS.  02181 


A  NO-LOAD  Mutual  Fund 

R0WE  PRICE 
NEW  ERA 
FUND  inc 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call: 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  <w 

Baltimore,  Maryland  21201  (301)  539-19S2 
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STOCK  TRENDS 

By  Charles  Rolo 


Fun  And  Games  * 


Recreation  is  firmly  established  as 
one  of  our  major  growth  industries. 
Department  of  Commerce  figures 
show  total  consumer  expenditures  on 
recreation  rose  from  $11  billion  in 
1950  to  $18  billion  in  1960  and  $39 
billion  in  1970;  Standard  &  Poor's  pro- 
jects nearly  $90  billion  by  1980. 

Wall  Street  recognized  this  trend 
some  years  ago  and  a  number  of  the 
so-called  "leisure  time"  stocks  became 
favorites  of  fashion— and  consequent- 
ly overvalued,  particularly  in  the  go- 
go  era.  But  there  has  since  been  a 
healthy  shakeout  in  this  sector.  At 
current  levels  the  group  offers  a  varie- 
ty of  investment  opportunities. 

The  reasons  why  this  industry 
should  continue  to  grow  at  an  impres- 
sive rate  are  familiar,  depressingly  so 
to  some  people  who  are  concerned 
with  productivity.  Increasing  affluence 
and  upward  mobility,  a  widening  dis- 
tribution of  wealth  and  the  produc- 
tive powers  of  modern  technology  are 
forces  which,  for  better  or  for  worse, 
are  changing  us  from  a  work-oriented 
to  a  play-conscious  society.  And,  like  it 
or  not,  the  current  sexual  revolution 
will  accelerate  this  process  of  change. 

Pleasure  vs.  Work 

One  need  not  swallow  psychoana- 
lytic doctrine  uncritically  to  recognize 
that  it  has  established  a  link  between 
the  energies  channelled  into  work 
and  repression  of  the  sexual  and  ag- 
gressive instincts.  The  major  psychic 
force  that  powered  the  development 
of  modern  industrial  society  was  an 
ethic  which  glorified  work  and  self- 
discipline  and  condemned  sexuality. 
Thus  anything  which  undermines  the 
Puritan  Ethic  as  drastically  as  the  sex- 
ual revolution  has  done  is  bound  to 
have  a  pervasive  impact  on  a  mature 
industrial  society.  Let  us  face  it:  The 
more  permissive  the  prevailing  social 
ethos  becomes,  the  stronger  is  the 
genera]  bent  toward  pleasure  seeking. 

This  scenario  is  one  in  which  main 
will  see  signs  of  encroaching  deca- 
dence. 1  leave  that  portentous  issue 
to  the  cultural  historians.  The  opera- 
tive point,  for  a  column  on  invest- 
ments, is  that  the  purveyors  of  fun 
■  nnl  games  are  well  situated  to  bene- 
fit  from   deep-seated   trends   at   work 

Mt.  Rolo  is  I  vice  president  ol  the  New  York  Stock 
fxcheriRe  firm  ol  Edward  A    Viner  S  Co..  Inc. 


in  our  society.  Let  me  footnote  this 
statement  with  a  random  sampling  of 
the  relevant  statistics. 

•  Consumer  purchases  of  sporting 
goods  roughly  doubled  in  the  1950s 
and  1960s.  They  are  now  running  at 
an  annual  rate  of  about  $4.5  billion. 

•  Annual  retail  sales  of  recreation- 
al vehicles  rose  25%  in  1969  and  even 
in  the  recession  year,  1970,  they 
expanded  from  $36.3  billion  to  over 
$39  billion,  a  gain  of  7.5%. 

•  The  four-day  week  appears  to  be 
an  idea  whose  time  is  not  far  off. 
Already  some  700  companies  around 
the  nation  are  on  a  four-day  schedule. 

Recreation,  of  course,  is  a  broad 
term  which  embraces  several  indus- 
tries and  thousands  of  companies.  I 
will  focus  on  a  few  major  companies. 

Outboard  Marine  (35)  is  the  vol- 
ume leader  in  marine  products 
through  its  Johnson  and  Evinrude 
lines.  In  spite  of  a  dip  in  1970  (a 
strike  year),  sales  have  shown  good 
growth  over  the  past  five  years,  but 
the  earnings  record  has  been  erratic. 
Cost  reduction  and  major  plant  im- 
provement programs  have  already  re- 
sulted in  sharply  increased  profitabil- 
ity, which  should  be  sustained  with 
the  help  of  a  stronger  economy.  In 
the  fiscal  year  ended  Sept.  30,  earn- 
ings rose  to  $2.84  per  share,  up 
from  $1.66,  and  $3.30  appears  a  rea- 
sonable expectation  for  fiscal  1972. 
Selling  at  about  11  times  this  projec- 
tion, the  stock  appears  to  offer  worth- 
while appreciation  potential  over  the 
intermediate  and  the  longer  term. 

Fuqua  Industries  (18)  derives  nearly 
60%  of  its  sales  and  more  than  70%  of 
its  profits  from  leisure  time  products 
(chiefly  lawn  equipment  and  snow- 
mobiles) and  real  estate  development. 
The  rest  comes  from  trucking  and 
agribusiness.  After  five  years  of  strong 
growth,  earnings  dipped  in  1970  but 
have  rebounded  this  year.  Net  per 
share  (fully  diluted)  should  be  in  the 
$1.70  area  in  1971  and  could  ap- 
proach the  $2  level  in  1972.  Major 
real  estate  development  projects  in 
the  Fort  Lauderdale  and  Tulsa  areas 
could  be  a  significant  source  of  future 
growth.  At  9  times  projected  1972 
earnings,  the  stock  looks  attractive. 

After  the  collapse  of  the  bowling 
boom  in  the  early  1960s,  Brunswick 
Corp.    (32)    experienced    a    time    of 
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troubles.  The  earnings  recovery  which 
began  in  1966  was  helped  by  increas- 
ing involvement  in  the  leisure  time 
and  medical  supply  fields.  Brunswick 
has  a  leading  position  in  marine  mo- 
tors and  is  well  represented  in  a  num- 
ber of  the  faster  growing  segments  of 
the  sporting  goods  market. 

This  year's  per-share  earnings  could 
lx>  in  the  SI. 30  area,  30%  above  the 
99  cents  reported  in  1970,  and  with 
a  pickup  in  consumer  spending  net 
might  reach  $1.60  in  1972.  At  20 
times  next  year's  profit  projection,  the 
stock  is  not  exactly  cheap.  But  I  would 
consider  it  a  candidate  for  purchase 
on  weakness  because  of  its  broad 
participation  in  the  industry. 

Speculative  Appeal 

TetePrompTer  (76)  is  the  Big 
Daddy  of  cable  television.  The  com- 
pany's dynamic  founder,  Irving  Kalm, 
recently  resigned  as  chief  executive 
following  his  conviction  on  charges 
of  bribery,  which  is  under  appeal. 
But  the  company's  growth  prospects 
appear  to  be  solidly  buttressed  by  its 
strong  position  in  cable  television  and 

program  origination.  Per-share  earn- 
ings jumped  from  32  tents  m  1967  to 
$1.53  in  1()7().  I  estimate  they  could 
attain  S2.20  this  year  and  $2.75  in 
1972,  excluding  incremental  earnings 
from  the  acquisition  of  Muzak  from 
W  rather  Corp.  (now  awaiting 
Wrather  stockholders'  approval)  and 
from  passage  of  the  proposed  invest- 
ment tax  credit. 

The  estimated  increment  from  these 
two  sources  could  raise  1972  profits 
to  over  $3  per  share.  At  the  recent 
price  of  76-43%  below  the  1970  high 
and  20%  below  the  1971  high-TP  is 
selling  significantly  below  the  prevail- 
ing valuations  of  the  past  few  years. 
It  is  a  volatile  stock,  not  easy  to  live 
with;  but  in  my  opinion  its  impressive 
growth  prospects  give  it  speculative 
appeal  for  risk-oriented  investors. 

Walt  Disney  Productions  (103)  is 
perhaps  the  quality  issue  in  the  lei- 
.sure  time  field  on  the  strength  of  its 
earnings  record  (per-share  net  rose 
from  54  cents  to  $1.80  in  the  period 
1961-70);  its  projected  growth  rate 
(my  estimate  is  in  excess  of  15%  an- 
nually); and  its  asset  growth  as  the 
property  of  Disney  World  in  Florida, 
now  a  total  investment  of  $400  mil- 
lion, is  progressively  developed. 

I  would  expect  earnings  to  approxi- 
mate $2  per  share  this  year  and  $2.50 
next.  Even  though  the  stock  has  de- 
clined appreciably  from  last  April's 
high  of  129,  it  still  looks  richly  val- 
ued. For  long-term  investors  willing  to 
accept  near-term  vulnerability,  this 
quality  growth  issue  is  probably  a 
hold.  I'd  consider  it  in  a  buying  range 
in  the  85-90  area.  ■ 


Your  portfolio  is 
smaller  than  you  think. 


Sure. 

It's  $10,000. 

Or  $15,000. 

Or  even  $150,000. 

But  that's  small  by  the  standards 
of  many  brokers  and  advisers  today. 

Which  means  it  doesn't  give  you 
much  of  a  claim  on  their  time  or 
attention. 

So  if  your  portfolio  is  $150,000 
or  less,  we  suggest  you  take  it  to  us. 

We're  Wallace  Forbes  &  Partners. 

We  specialize  in  portfolio 
management  for  the  investor  of 


moderate  means. 

Our  program  was  developed  by 
Wallace  Forbes,  formerly  President 
of  the  Forbes  Investors  Advisory 
Institute. 

It  enables  the  investor  of 
relatively  modest  means  to  get  the 
quality  of  counsel  that  has  often  been 
unavailable  to  him  in  the  past. 

Mail  the  coupon  below  for  a 
copy  of  our  1,0- page  brochure. 

It's  the  first  step  in  being  treated 
like  a  big  wheel. 

Instead  of  a  third  wheel. 


|   Gentlemen:  Please  send  me  your  brochure. 
.   Name 


Address- 
City 


State. 


.Zip. 


I 

I 

Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  Ul  5  2  West  45  St.,  New  York,  N.  Y.  10036.  Tel.  MO  7-7610 


OIL  STOCKS 

and  the  growing 

FUEL  FAMINE 

New  research  findings  point  to  a  strikingly  interesting— but  highly  selective 
—situation  now  developing  in  the  oil  industry. 

In  contrast  to  the  outlook  for  a  number  of  the  Oil  Stocks,  we  believe  one 
group  of  these  stocks  can  benefit  substantially. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  re- 
leased this  week.  Besides  giving  you  the  carefully  researched  facts,  this  Re- 
port appraises  reward/  risk  factors  and  delineates  which  of  the  following  Oil 
Stocks  are  recommended  for  especially  strong  growth  prospects : 


Gulf 

Phillips 

Imperial  Oil 

Grt  Plains  Dev 

Ashland  Oil 

Sun  Oil 

Can.   Homest 

La  Land  &  Expl 

Pennzoil  Un 

Std  Oil  (N.  J.) 

Clark  O  &  R 

Prairie  Oil  Roy 

Skally 

Shell 

Kerr-McGee 

Continental 

Bow  Valley   Ind 

Atlantic  Rich 

Quaker  State 

Scurry-Rainbow 

Pacific  Pet 

Cities  Serv 

Royal  Dutch 

Utd  Canso  O&G 

Callahan  Mining 

Can.  Exp  G  &  O 

Texaco 

Mobil 

Marathon 

Std  Oil    (Ohio) 

Std  Oil   (Ind.) 

Gulf  Oil-Can. 

Std  Oil    (Cal.) 

Union   Oil   Cal. 

Asamera 

Getty 

Canadian   S  Pet 

Occidental  Pet 

Dome  Pet 

Natomas 

To  receive  the  Oil  Stock  Advisory  Report  and  the  next  four  weekly  releases 
of  regular  service  to  examine  in  privacy  (no  salesman  will  call)— mail  $5, 
together  with  your  name  and  address  on  the  coupon  below. 

Name 


Street. 
City_ 


.State. 


-Zip- 


Send  $5  to  Dept.  734 

Research  Institute  Investors  Service 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.  Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 
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Tortured 
for  Christ! 


.      Milan  Haimovici 

Lutheran  pastor  Milan  Haimo- 
vici spent  eight  years  in  Ro- 
manian jails  passing  through 
indescribable  tortures.  The 
Communists  placed  him  bare- 
foot on  burning  coals.  He  was 
savagely  beaten  in  the  groin 
and  made  to  empty  barrels 
filled  with  the  human  waste  of 
thousands  of  prisoners  with  his 
own  hands.  However,  his  faith 
withstood  all  these  trials.  Even 
Communist  officers  as  they 
spoke  later  about  it,  were  filled 
with  such  respect  that  they 
took  off  their  hats  when  speak- 
ing about  this  living  saint. 
Thousands  of  Christian  pris- 
oners, died  in  Romanian  Com- 
munist jails.  A  complete  ac- 
count of  their  courageous  faith 
and  stand  for  the  Lord  is  con- 
tained in  the  book  TORTURED 
FOR  CHRIST,  by  Rev.  Richard 
Wurmbrand,  a  bestseller  in  25 
languages. 

Be  interested  in  the  plight 
of  our  persecuted  brethren 
behind  the  Iron  and  Bam- 
boo Curtains.  You  can  help! 

Mail  coupon  for  the  book, 
"Tortured  for  Christ"  by 
Rev.  Richard  Wurmbrand. 

1109  E.  Chevy  Chase  Dr.,  Glendale 
Telephone:  (213)  247-3711 
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VOICE  OF  THE  MARTYRS  ■ 

|  P.O.Box  11,Glendale,CA91209  U.S.A.  | 

■  "Remember  them  that  are  in  bonds"  — 
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I  Address 
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|state  Zip  I 

Mail  coupon  for  FREE  book 
]  "Tortured  for  Christ"       Thank  You.  I 
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AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Members  New  li  irM  Slock  Eichmga.  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  1000S 


READERS  SAY 


(Continued  from  page  14) 
than  either  of  those  chosen  by  the  Pro- 
fessor. He  completely  bypasses  the  fabric 
manufacturing  segment  of  the  industry 
and  jumps  over  this  with  references  to 
fibers  on  the  one  hand  and  garments 
on  the  other.  Forbes  could  have  found  a 
better  expert  in  some  of  the  univer- 
sities closer  to  home. 

—Caesar  Cone 
Executive  Offices 
Cone  Mills  Corp. 
Greensboro,  N.C. 

Not  Whole  Story? 

Sir:  You  state  that  the  airlines'  cur- 
rent troubles  ( Fact  <Lr  Comment,  Nov.  1 ) 
resolve  down  to  the  fact  that  business- 
men are  phoning  instead  of  taking  trips 
such  as  Chicago/ Los  Angeles,  New 
York/ Atlanta  "and  the  like."  A  big  fac- 
tor. But  the  whole  story?  How  many 
routes  of  "the  like"  does  troubled  inter- 
national carrier  Pan  Am  have? 

—Chester  Sackett 
Forest  Hills,  N.Y. 

Businessmen  have  sharply  cut  over- 
seas travel  too—MSF. 

Penetrating 

Sir:  I  think  the  Ford  article  is  a  pene- 
trating and  well-balanced  piece  of  work 
(Forbes,  Nov.  1).  You  covered  a  lot 
of  ground  in  a  relatively  short  space. 

—Henry  Ford  II 

Chairman  of  the  Board 

Ford  Motor  Co. 

Dearborn,  Mich. 

Watch  the  Swiss 

Sir:  In  your  feature  on  American 
technology  (Forbes,  Nov.  15),  Edward 
E.  David  Jr.,  the  President's  science  ad- 
viser, cited  the  Bulova  Watch  Co.'s  Ac- 
cutron  as  an  example  of  admirable  Amer- 
ican technological  innovation  vs.  our 
overseas  competition.  Not  so!  The  Accu- 
tron  design  was  purchased  by  Bulova 
from  a  Swiss  inventor,  later  a  Bulova  em- 
ployee. Moreover,  the  Swiss  watch  in- 
dustry has  now  developed  and  is  mar- 
keting an  even  more  radical  improve- 
ment, the  quartz  crystal  watch. 

—Robert  J.  Biubero 
Merion  Station.  Pa. 

A  Premature  Bottom 

Sir:  The  chart  of  the  Forbes  In- 
dex is  wrong  in  the  Oct.  1  and  Oct.  15 
issues.  The  index  bottomed  out  in  No- 
vember, 1970,  and  these  issues  show  the 
bottom  In  May,  1970.  You  also  have  the 
Aug.,  1971  reading  under  Feb.  '71. 

—David  Harahus 
Ferndale,  Mich, 

Reader   Harahus   is   correct.    Tin 
graver's  error  had  slipped  past  our  press 
people  at  the  printer- Ed. 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  Q-24 

the  Danforth  Associates 
Wellesley  hills.  Mass.,  u.s.a.  02181 

Investment  Management   .    Incorporated  1936 


THIS  SPACE  CONTRIBUTED  BY  THI  PUBLISHER 
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FOR 
DADDIES 


Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

f  AMERICAN  CANCER  SOCIETY 
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1  HUQCjH  lb...  BUSINESS  OF  LIFE 


A  snow  year,  a  rich  year. 

—George  Herbert 


Business  is  founded  on  vision  and 
confidence;  success  on  industry  and 
cooperation. 

—John  Henry  Patterson 


The  real  duty  of  man  is  not  to  ex- 
tend his  power  or  multiply  his  wealth 
beyond  his  needs,  but  to  enrich  and 
enjoy  his  imperishable  possession:  his 
soul.  —Gilbert  Highet 


It  is  not  where  you  serve,  but  how 
you  serve.  —J.  Rubin  Clark 


A  hard,  dull  bitterness  of  cold. 

—John  Greenleaf  Whittier 


Simplicity,  honesty  and  sincerity 
are  qualities  that  give  character  to 
people  and  to  things  produced  by 
people.  —William  Feather 


I  have  tried  in  my  time  to  be  a 
philosopher,  but  cheerfulness  was  al- 
ways breaking  in.  —Oliver  Edwards 


A  pessimist  is  a  man  who  thinks 
everybody  as  nasty  as  himself,  and 
hates  them  for  it. 

—George  Bernard  Shaw 


Philosophy  is  the  art  of  living. 

— Plutahch 


B.  C.  FORBES 

Success  is  finding,  or  making, 
that  position  which  enables  you 
to  contribute  to  the  icorld  the 
very  greatest  services  of  which 
you  are  capable,  through  the 
diligent,  persevering,  resolute 
cultivation  of  all  the  faculties 
God  has  endowed  you  with,  and 
doing  it  all  with  cheerfulness, 
scorning  to  allow  difficulties  or 
defeats  to  drive  you  to  pessi- 
mism or  despair. 


The   day   most  wholly   lost   is   die 
one  on  which  one  does  not  laugh. 

—Nicolas  Chamfort 


It  is  the  character  of  a  brave  and 
resolute  man  not  to  be  ruffled  by  ad- 
versity and  not  to  desert  his  post. 

—Cicero 


Progress  is  nothing  but  the  victoiy 
of  laughter  over  dogma. 

—Benjamin  DeCasseres 


The  optimist  says  we  live  in  the 
best  of  all  possible  worlds;  the  pessi- 
mist fears  this  is  true. 

—James  Branch  Cabell 


Good  sense  is  at  the  bottom  of  ev- 
erything: virtue,  genius,  wit,  talent 
and  taste.  — M.  J.  de  Chenier 


For  success,  attitude  is  equally  as 
important  as  ability. 

—Harry  F.  Banks 


No  person  is  either  so  happy  or  so 
unhappy  as  he  imagines. 

—La  Rochefoi  cauld 


To  laugh  often  and  much;  to  win 
die   ,■  elligent  people  and 

hildren;  to  earn  the  ap- 
ation   of   honest   critics   and   en- 
ilse  friends;  to 
appreciate  bej  nd  the  best  in 

othei  >rld  a  bit  bet- 

ter,   whether    !»    a    healthy   child,   a 
garden    patch 

condition;  to  knoi  ■    life  li  is 

breathed    easiei     bi     mse    you    have 
lived  This  is  lo  have  succeeded 
— Rali'u  Waldo  I 


I   had   rather  have  a  tool   maki 
merry,  than  experience  make  me  sad. 

Sll  vKESPE  Mil 
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He  who  is  the  cause  of  another's 
advancement  is  thereby  the  cause  of 
his  own  ruin. 

— Niccolo  Machiavelli 


Nature  intended  you  to  be  the 
fountain  spring  of  cheerfulness  and 
social  life,  and  not  the  monument  of 
despair  and  melancholy. 

—Arthur  Helps 


The  strong  man,  the  positive,  deci- 
sive man  who  has  a  program  and  is 
determined  to  carry  it  out,  cuts  his 
way  to  bis  goal  regardless  of  difficul- 
ties. It  is  the  discouraged  man  who 
turns  aside  and  takes  a  crooked  path. 
—Orison  Swett  Marden 


Nothing  is  useless   to  the  man  of 

sense;  he  turns  everything  to  account. 

—Charles  Fontaine 


A  Text . .  . 


Sen!  m  by  Mis  E.  Vance  Uav. 
Billings,  Mont  What's  your  fa- 
vorite t(-\('.'  The  Forbes  Scrap 
book  of  Thoughts  on  the  Must 
-i  i  ii.-  is  presented  to  send- 
ers of  lexis  used. 


God  hath  made  me  to  laugh,  so  that 
all  that  hear  will  laugh  with  me. 

-Genesis  21:6 
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Christmas  gifts,  $60  and  under. 

Johnnie  Walker  Black  Label  Six-Pack,  about  $60  Sold  separately,  about  $  10  a  fifth. 


The  easy  part  of  moving 
our  Greyhound  headquarters  was 
finding  the  right  moving  company. 


oeT 
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It  could  have  been  tough  to  find  the  right  moving 
company  to  move  our  nearly  500  families— plus  a 
number  of  rather  large  Greyhound  companies- 
halfway  across  the  country.  Especially  in  summer, 
at  the  height  of  moving  season. 

Luckily,  we  knew  someone  at  Greyhound  Van 
Lines.  So  they  did  as  good  a  job  for  us  as  they 
do  for  their  other  customers.  Very  good. 

A  lot  of  other  people  did  quite  a  job,  too.  Our 
Greyhound  affiliates  who  know  about  real  estate. 
And  finance.  And  trip  planning.  They  helped  us 
find  homes  and  schools  and  friends . . .  they  made 
our  travel  more  pleasant. 

Moving  isn't  easy.  Even  moving  one  family  across 
town  involves  a  few  tears  and  a  little  homesickness. 
But  the  right  help  makes  a  big  difference. 

We  were  the  toughest  customer  Greyhound  Van 
Lines  ever  had  to  move. 
If  they  satisfied  us,  they 
must  be  pretty  good. 

"Another 
Satisfied 
Customer" 


Greyhound 

In  moving,  too,  we've  got  more  going  for  you. 


® 


Area  code  907 
Brought  to  you  by  RCA. 


It's  bigger  than  half  the 
countries  in  the  world,  has 
fewer  people  than  Rhode  Island, 
and  the  temperature  gets  70 
degrees  below  zero.  It  has  so 
few  roads  that  housewives  fly 
to  bridge  games.  The  night 
lasts  for  months  and  glaciers 
move  just  as  they  did  a  million 
years  ago. 


It  is  Alaska,  our  49th  state. 
Area  code  907. 

Fifty  years  ago  it  took  over 
a  year  for  messages  to  get  from 
Washington,  D.C.  to  Alaska 
and  back. 

RCA  got  interested  in 
Alaska's  problem,  so  we  set  up 
a  company  to  try  and  find  some 
new  answers. 


Now  RCA  Alaska  Communi- 
cations, Inc.  is  helping  to  bring 
Alaska  closer  by  way  of  outer 
space. 

RCA  Alascom  is  using  a 
satellite  to  put  Alaska  in  touch 
with  the  rest  of  the  world.  Late 
RCA  plans  to  put  Alaskans  in 
touch  with  each  other  in  what 
may  be  the  first  use  of  a  satel- 
lite for  in-state  calls. 

This  means  Alaskans  are 
going  to  get  a  lot  of  things  they 
never  had  before.  Regular  live 
network  television,  good  busi- 
ness communications,  better 
long  distance  phone  service, 
including  direct  distance  dialing, 

And  142  communities  will 
get  the  first  adequate  phone 
service  they  ever  had. 

RCA  Alascom  is  not  only 
making  communications 
cheaper  and  easier,  in  some 
places  it's  going  to  make  it 
possible. 

Which  is  what  being  a  world 
leader  in  communications  is 
all  about. 

So  give  them  a  call.  That's 
area  code  907.  Why  let  a  few 
thousand  miles  stop  you? 
It  didn't  stop  us. 

RC/1  : 
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We  don't  talk  about  opportunities. 
We  create  them. 


Billy  Joe  Hooper  is  the  boss. 
His  income  is  better  than  good 
because  he  successfully  runs 
a  Texaco  service  station. 

What's  more,  he  owns  his  own 
home,  a  new  car,  and  his  three 
children  are  assured  a  college 
education.  And  now  he's  become 
a  Texaco  wholesaler  with  two 
trucks  to  make  deliveries. 

Things  weren't  always  so  good 
for  Billy  Joe;  back  in  1959  he  was 


working  in  a  lesser  job.  At  night, 
to  earn  extra  money,  he  worked 
as  an  attendant  in  a  Texaco 
service  station. 

Impressed  by  his  hard  work  and 
determination,  we  arranged  financ- 
ing so  he  could  go  into  business 
for  himself. 

Today,  Billy  Joe  Hooper  is  just  one 
of  1,700  minority  group  retailers 
who  operate  their  own  Texaco 
stations.  We  have  a  special  program 


to  train  minority  group  members 
who  are  interested  in  doing  this. 
We  call  it  Operation  Opportunity. 

Call  it  what  you  will,  it  proves  a 
point.  We  at  Texaco  don't  just  talk 
about  opportunities.  We  create 
them.  If  you  know  someone  who  may 
be  interested,  please  write  to  us: 

Manager,  Training 

Sales  —  United  States, 

Texaco  Inc.,  135  East  42nd  Street, 

New  York,  N.Y.  10017. 


We're  working  to  keep  your  trust,  nrix acq 
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Side  Lines 


Smith 


Faces  Behind  the  Articles 

As  the  tide  runs  against  defense  spending,  fewer  and  fewer  defense 
companies  have  been  able  to  buck  the  current.  In  this  issue  we  look 
into  two  new  prospective  trouble  spots.  Washington  Bureau  Manager 
James  Flanigan  and  Reporter  Lynn  Adkins— reporting  both  in  the  capi- 
tal and  on  Long  Island— detail  Grumman's  mounting  woes  with  the 
U.S.  Navy.  Jetting  back  and  forth  between  New  York  and  Beverly 
Hills,  Associate  Editor  William  Reddig— backed  by  Staff  Writer  Jim 
Srodes  in  Washington— gathered  the  story  of  how  Litton  Industries  is 
heavily  at  risk  with  its  commercial  and  naval  shipbuilding  programs. 

After  a  tour  of  European  commercial  capitals,  Eu- 
ropean Bureau  Manager  Arthur  Jones  tells  how  the 
Continent  is  girding  for  a  major  Japanese  invasion- 
arid  weighs  the  odds.  And,  from  Japan,  we  report  on 
what  young  Japanese  businessmen  think  of  what  for- 
eigners think  of  them. 

In  his  nearly  nine  years  at  Forbes,  Senior  Editor 
Harold  Lavine  has  covered  just  about  every  kind  of 
business  story  there  is:  from  the  liquor  industry  to  the 
garment  industry,  from  high  finance  on  Wall  Street 
to  outright  stealing  there.  In  this  issue,  he  brings  his 
varied  experience  to  bear  on  a  promising  but  trou- 
bled industry:  toys. 

In  "Faces  Behind  the  Figures,"  Special  Reports 
Editor  Kenneth  Schwartz  interviews  as  interesting  a 
pair  of  businessmen  as  we've  met,  the  brothers  Dun- 
can of  Houston,  Tex.  A  case  history  of  how  people 
can  become  fabulously  wealthy  and  yet  not  lose  their  business  drive. 

It's  a  specialty  of  Forbes,  this  covering  of  a  large  variety  of  business 
ground  in  a  relatively  short  amount  of  space.  And  it  takes  a  special  kind 
of  person  to  handle  these  kinds  of  stories.  Associate  Editor  Geoffrey 
Smith  is  a  good  example.  Geof,  32,  is  a  six-year  Forbes  veteran,  a 
Princeton  English  major  and  has  a  Master  of  Business  Administration 
degree  in  management  from  New  York  University.  His  articles  in  this 
and  recent  issues  have  covered  the  waterfront:  metals  (International 
Nickel);  packaging  (Crown  Cork  &  Seal);  finance  (Goldman,  Sachs); 
chemicals  (National  Lead);  conglomerates  (U.S.  Lines)  and  drugs 
(Smith  Kline  &  French).  We  asked  Geof  how  he  kept  straight  the 
details  of  so  many  different  stories.  His  answer  was  interesting:  "It's 
because  all  these  articles  had  a  common  thread.  The  common  thread 
was  people.  I  was  writing  about  a  conglomerate  and  a  chemical  com- 
pany, a  major  metals  company  and  a  packaging  company.  Very  differ- 
ent stories  but  similar  plots:  executives  or  groups  of  executives  faced 
with  a  difficult  situation.  When  you  think  of  business  in  this  way,  the 
chemical  business  isn't  all  that  different  from  the  metals  business  or 
from  packaging.  By  looking  at  business  in  this  way,  from  the  very  top, 
you  develop  insights  that  you  can  carry  from  one  story  to  another.  In 
this  context,  doing  more  than  one  company  at  a  time  isn't  at  all  con- 
fusing. In  fact,  from  the  attitudes,  the  personalities,  the  problems  of 
the  men  you  meet,  you  develop  a  common  denominator  which  runs 
through  everything  we  do  at  Forbes." 

Not  a  bad  description  of  what  Forbes  is  all  about:  big  business  as 
it  looks  to  the  men  at  the  top,  the  men  whose  qualities  and  abilities 
are,  in  the  last  resort,  much  more  important  than  bricks  and  mortar 
and  machinery  in  determining  corporate  success.   ■ 


The  business 

of  making  Scotch: 

ifs  become  too  much 

of  a  business. 

You've  probably  never 
had  the  opportunity  to  drink 
a  fifteen  year  old  Scotch. 

And  the  reason,  once 
you've  stopped  to  think  about 
now  popular  Scotch  is  today,  is 
reallyquite  simple. 

There  just  aren't  many 
profit-minded  businessmen 
about  to  wait  fifteen  years  for 
their  Scotch  to  fully  mature, 
when  without  too  much 
trouble  they  can  sell  a  five  or 
eight  or  twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  a  time  when  making 
Scotch  was  more  of  an  art  than 
a  business.  ( This  attitude  has 
not  been  without  its  reward. 
For  nine  successive  reigns  the 
House  of  Justerini  &  Brooks 
has  been  the  holder  of  the 
Royal  Warrant.) 

Thus  it  is  that  in  a  world 
that  continually  strives  for 
the  new,  the  changed,  the 
expedient,  we  are  pleased 
to  present  you  with  a 
Scotch  made  the  way  Scotch 
was  meant  to  be  made. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smooth,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  in  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  One  sip  and  we  think 
you  will  agree  it  was  worth  the 
waiting. 

Royal  Ages 

Fifteen  years  of 
breeding. 


15  Year  Old  Blended  Scotch  Whisky. 
The  Paddington  Corp.,  N.Y.  10020 


READERS  SAY 


Borch  on  Foreign  Trade 

Sir:  I  don't  believe  there  is  another 
person  in  the  U.S.,  or  for  that  matter  in 
the  world,  who  could  have  analyzed  the 
trade  conditions  in  the  world  as  did  GE 
Chairman  Fred  Borch  (  Forbes,  Not;. 
15).  His  cure  sounds  potent. 

— L.E.  Bretland 
Troy,  Ohio 

Sir:  Fred  Borch  should  he  President 
of  the  U.S.  Or  at  least  an  adviser  to  the 
President. 

— C.S.  Spencer 
Topeka,  Kan. 

Sir:  Mr.  Borch,  like  many  of  our  in- 
dustrial leaders  and  union  leaders,  re- 
fuses to  admit  that  the  primary  responsi- 
bility for  our  declining  trade  balance  lies 
here  at  home.  The  decline  in  production, 
the  exportation  of  our  technology  and 
the  lack  of  a  national  industrial  policy 
have  together  permitted  other  nations  to 
penetrate  our  domestic  markets.  We  have 
to  stop  blaming  others  for  our  problems. 
—Patrick  J.  Greaney 
Fort  Lee,  N.J. 

Right  by  the  Book 

Sir:  Washington  seating  (Fact  <Lr  Com- 
ment, Nov.  15)  goes  by  a  "green  book" 
in  which  Counsellors  to  the  President 
with  Cabinet  rank  ( Rumsfeld )  outrank 
Assistants  to  the  President,  even  though 
very  distinguished  (Kissinger).  Even  so, 
you  may  be  right. 

—George  Shultz 

Executive  Office  of  the  President 

Office  of  Management  and  Budget 

Washington,  D.C. 

Waiting  for  God 

Sir:  In  view  of  your  problems  and  ir- 
ritations in  attempting  to  catch  the  at- 
tention of  a  waiter  (Fact  h  Comment, 
Dec.  1),  you  might  be  interested  in  the 
following  from  a  previous  century:  Epi- 
taph for  a  Waiter /By  and  by, /God 
caught  his  eye. 

—John  A.  Thomas 
Truro,  Mass. 

Occidental  Objects 

Sir:  As  an  outside  Director  of  Occi- 
dental Petroleum  Corporation  for  the  last 
twelve  years  in  which  Dr.  Armand  Ham- 
mer has  been  its  chief  executive,  1  can 
categorically  say  that  the  article  in  your 
November  15th  issue  contained  incorrect 
Statements  and  inferences  injurious  to 
Occidental,  its  400,000  shareholders  and 
Dr.  Hammer,  It  appears  that  Forbes  got 
much  <>i  its  information  from  disgruntled 
former  employees  and  Directors. 

You  imply  that  Dr.  Hammer  by-passes 
his  executives.  In  every  acquisition  by 
Occidental,  the  existing  management  was 
retained  and  the  new  division  was  given 
autonomy  so  long  as  it  met  the  perfor- 


mance   objectives    set    by    the    Board    of 
Directors. 

Your  article  states  that  not  fewer  than 
11  "key  officers  and  Directors"  have  left 
Occidental  since  1968.  Of  the  ten  people 
to  whom  you  referred,  nine  were  ex- 
Directors  and  officers  of  acquired  com- 
panies. Since  Occidental  has  scores  of 
executives,  this  turnover  is  minimal,  par- 
ticularly since  it  is  well  known  that  there 
is  usually  a  heavy  turnover  of  executives 
in  acquired  companies. 

Your  statement  that  "by  the  third 
.quarter  of  1971,  Occidental  was  $8.5 
fnillion  in  the  red"  is  incorrect.  Occiden- 
tal did  report  a  loss  of  $8.5  million  for 
the  third  quarter,  but  at  the  end  of  that 
quarter,  Occidental  still  had  a  profit  of 
$54.4  million. 

Contrary  to  the  charge  that  Occidental 
"drained  Hooker  Chemical  of  badly 
needed  capital,"  our  figures  show  that 
since  Hooker  was  acquired  by  Occiden- 
tal, funds  provided  for  Hooker's  capital 
expenditures  actually  exceeded  Hooker's 
cash  flow  by  many  millions. 

Your  reference  to  Occidental's  consent 
judgment  with  the  Securities  and  Ex- 
change Commission,  involving  accounting 
principles,  should  have  stated  that  Occi- 
dental's consent  expressly  disclaimed  lia- 
bility of  any  kind,  which  provisions  were 
accepted  by  the  Securities  and  Ex- 
change Commission  and  the  court.  Fur- 
thermore, as  shown  in  Occidental's 
1970  Annual  Report,  the  company's  in- 
come, including  sales  of  coal  lease 
rights,  was  approved  by  Arthur  Ander- 
sen &  Co.,  Occidental's  independent 
public  accountants. 

The  question  raised  at  the  conclusion 
of  your  article— "What  will  happen  to 
Occidental  if  he  insists  in  holding  on?" 
—is  an  offensive  slur  on  an  executive, 
who,  to  my  personal  knowledge,  contin- 
ues to  exert  great  energy  and  skill  to  re- 
solve problems  of  international  complex- 
ity which  have  affected  the  entire  oil 
industry.  Also,  Dr.  Hammer  is  opening 
new  opportunities  such  as  the  recent  ac- 
quisition of  valuable  oil  rights  in  Vene- 
zuela, Nigeria  and  Peru  with  the  same 
resourcefulness  which,  as  you  have  point- 
ed out,  built  a  small  company  into  one 
of  the  great  enterprises  of  this  country. 

—Neil  H.  Jacoh> 

Professor,  Graduate  School 

of  Management 

University  of  California,  Los  Angeles 

and  Chairman  of  the  Executive 

Committee  of  the  Board  of  Directors 

of  Occidental  Petroleum  Corporation. 

Too  Many  Tests  .  .  . 

Sir:  Congratulations.  It's  about  time 
we  stopped  the  invasion  of  privacy  in 
today's  hiring  policies  (  Fact  h  Comment. 
Dec.  1).  Two  years  ago,  a  Los  Angeles 
Sears'  store  wanted  me  and  other  poten- 
tial employees  to  take  a  series  of  tests. 
While  main  were  closely  linked  to  po- 
tential work,  several  of  these  tests  were 
meaningless.  One  test,  last  revised  in  | 
1935,  asked  my  opinions  on  the  then- 
current  figures  in  the  public  eye.  1  was, 
at  that  time,  24  and  the  test  was  11 
years  older  than  I!  My  personal  evalua- 
(Continued  on  pane  64) 
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L&M  Radiator.  Inc..  of  Hibbing,  Minnesota, 
manufactures  radiators  for  earth  moving 
equipment  Five  years  ago,  the  company's 
export  sales  were  non-existent.  Today, 
they're  at  a  higher  level  than  some  of 
Fortune's  500  -  25°o  of  sales  —  and  growing 
fast.  Yet  like  three  out  of  five  U.S.  exporters, 
L&M  Radiator  has  fewer  than  100  employ- 
ees -  74  fewer  to  be  exact 

Chairman  Clay  Murray  thought  he  knew 
the  reasons  for  going  into  export.  But  until  he 
got  in  touch  with  the  U.S.  Department  of 
Commerce,  he  was  not  quite  sure  how  it 
could  be  done. 

Strong  reasons.  Mr.  Murray  now  knows 
that  with  U.S.  exports  of  manufactured  goods 
growing  at  twice  the  rate  of  domestic  sales, 
exports  are  truly  our  growth  industry. 

He  now  realizes  that  export  volume  helps 
him  get  longer  production  runs,  reduces  unit 


costs,  and  evens  out  the  cyclical  variations  in 
his  sales  pattern.  He  recognizes,  as  never 
before,  that  with  world  trade  at  an  annual 
level  of  $279  billion  -  and  growing  by  about 
11  %  a  year— there  are  enormous  opportuni- 
ties for  his  company  to  grow  and  profit. 

A  new  economic  climate.  Today,  with  the 
New  Economic  Policy  putting  economic 
considerations  first  in  our  dealings  abroad, 
Mr.  Murray  has  stepped  up  his  firm's  export 
activities. 

Now  that  his  company's  products  are 
priced  more  favorably  overseas,  he's  in  a 
better  competitive  position.  And  he  knows 
that  his  potential  in  world  markets  is  now 
greater  than  at  any  time  since  he  started  to 
export. 

How  to  do  it  As  Mr.  Murray  discovered, 
the  U.S.  Department  of  Commerce  and  its 
42  field  offices  can  supply  the  research 


material  and  economic  data  that  are  vital  to 
overseas  success.  As  well  as  the  counseling 
you  need  to  put  it  all  in  focus. 

The  Department's  International  Trade 
Specialists  are  ready  to  help  you  get  started 
in  exporting. 

They  can  identify  your  markets,  locate 
overseas  distributors  and  set  up  sales  pro- 
motion programs. 

Your  banker  can  simplify  financing,  pay- 
ment and  insurance. 

The  time  is  now.  Last  year,  while  domes- 
tic sales  of  durable  goods  were  declining, 
exports  of  those  same  goods  rose  by  17%. 
With  our  New  Economic  Policy,  the  promise 
of  export  growth  and  profits  appears  the 
brightest  in  history. 

The  way  to  start  is  with  the  coupon  below. 
It  can  help  you  get  to  market  before  some- 
one else  sews  it  up. 


No  giant  of  industry. 

But  a  solid  success 

in  world  markets. 


MA  It  COX  A      MI  MXU    UO 

sax   .in ax.     pi: it i) 

SOUTH      A  MM  Hi  (A 


kMr/: 


>  st.tes  department  of  e   Mr.  Robert  R  Beshar,  Di  rector  L^L£I 

"^^A  k\^  I   Bureau  of  International  Commerce 

U.S.  Department  of  Commerce 
Washington,  D.C.  20230 

I  want  to  know  more  about  export 
opportunities.  Please  send  me  your 
Introductory  Guide  to  Exporting. 


BUREAU      OF      INTERNATIONAL     COMMERCE 


NAME 


TITLE 


COMPANY 


ADDRESS 


CITY 


STATE 


ZIP 


Natural  gas, 
right  off  the  boat 


America  needs  the  energy  to  grow. 


We're  importing  Liquid  Natural  Gas. 
If  s  helping  us  meet  the  peak  winter  demand  in  the  cold  Northeast 
And  within  five  years,  LNG  will  be  in  use  all  across  the  country. 

Natural  gas  becomes  a  liquid  when  its  temperature 
is  lowered  to  260  degrees  below  zero.  This  makes  it  a 
compact  and  readily  transportable  energy  source.  In  fact, 
LNG  actually  powers  the  engines  of  the  ships  that  carry  it. 

Once  here,  LNG  can  be  quickly  transformed 
back  to  gas.  And  as  a  gas,  give  us  600  times  its  volume 
as  a  liquid.  Or  it  can  be  left  as  is.  And  stored 
conveniently  until  needed. 

This  LNG  is  the  same  energy  that 
powered  the  Blue  Flame  car  to  a  new  world 
land  speed  record.  The  same  pure  power  that 
has  already  proven  itself  as  a  virtually 
pollution-free  fuel  for  motor  vehicles. 

Liquid  Natural  Gas.  It  allows 
us  to  bring  the  vast  gas  supplies  of  the 
world  right  to  our  shores.  And  supplies 
another  answer  to  the  country's 
increasing  energy  needs. 

A  AMERICAN  GAS  ASSOCIATION. 


Trends 

&  Tangents 


BUSINESS 


Bevvore  of  Scompsters 

Want  to  buy  a  tax-sheltered  real 
estate  property  this  month  to  cut 
your  year-end  tax  bill?  Well,  don't. 
That's  the  advice  ot  Gregory  Mc- 
Kay, a  Beverly  Hills  financial  con- 
sultant who  himself  deals  in  tax 
shelters.  McKa)  warns  that  people 
who  buy  real  estate  as  tax  shelters 
in  December  face  three  hazards. 
First,  the)  an-  competing  with  oth- 
ers who  have  tin-  same  idea.  s 
ond,  the)  are  pre)  to  what  McKay 
calls  "scampsters— guys  who  have 
bad  deals  that  they've  been  saving 
all  year  to  unload  as  last-minute 
tax  shelters."  And  finally,  because 
of  red  tape,  dials  made  m  Decem- 
ber often  aren't  completed  until  ear- 
I)  January— too  late  to  qualify  as  a 
tax  shelter  foi  the  previous  year. 

A  Small  Cadillac? 

That  depends,   it   seems,  on  Olds- 
mobile's    new    small    luxur)    car,    to 
he  introduced   in   late    1972.    II    it's 
ntmtted  mi  im<j.<   65 


"1 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LA3EL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


L_. 


An  apology  for  advertising  Plymouth  Gin. 


Plymouth  Drinkers,  forgive  us. 
For   years   you    had    Plymouth  to 
yourself.    It    was    like    Acapulco 
before  the  crowds. 

Now,  the  time  has  come 
to    acquaint    more    Ameri 
cans  with  our  English  Gin. 

But  rest  as- 
sured everything 
else    will    remain 


unchanged.  The  monk  on  our 
label.  Our  Refectory,  where 
the  Mayflower  Pilgrims  met. 
And  our  prized  ingredients. 

Finally,  our  pricewillremain 
mildly  extravagant. 

The  world  may  be  watch- 
ing, but  they  won't 
all  be  drinking. 


Miss  Kiyoko  introduces 
the  Dial  JALTokyo 
Information  Service. 


I  f  you  have  a  question— about 
doing  business  in  Japan,  about 
shopping,  about  anything— simply 
dial  us  at  747-3191  in  Tokyo.  Our 
bilingual  consultants  will  answer 
almost  anything  a  visitor  needs  to 
know. 

And,  before  you  leave,  order 
your  day-and-night  guides  to 
Japan.  The  first  is  a  manual  of 

Japan  Air  Lines 

PO.  Box  1160 

New  York,  N.Y  10019 

Att:  Executive  Service  Department 


doing  business,  the  second  is  an 
encyclopedia  of  night  life.  Just  fill 
in  the  coupon  below,  enclose  $1 
and  well  send  you  both  guides. 

It's  just  what  you'd  expect  from 
Japan  Air  Lines.  The  airline  with 
more  flights  to  Japan  than  anyone. 
From  New  York,  Los  Angeles, 
San  Francisco,  Honolulu 
and  Vancouver. 

The 
thousand-year-old 
airline. 

UAPAN  AIR  LINES 


I  enclose  $1.  Please  send  me  The  Businessman  s  Guide_toJapan 
and  The  After  Hours  Guidejo  Japan 

Please  print  below  or  attach  your  business  card  to  coupon. 


Name. 


Company . 
Address  — 
City 


_Tel 


.  State  . 


.Zip. 


My  travel  agent  is. 


LFB-121571   I 
mm   mmj   km   zasm   mm   — —   mmj    mm    mm    mm   mm    mm   mm   mm   m1 
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The  calculator 
name  game. 


Brand  Name 


Manufacture 


oUtffOUghS  Sharpjapan 
Dictaphone  Sanyo,  Japan 


AAarchctflt  Marchant,  U.S,  A. 


Of  the  seven  electronic  calculator  leaders  shown  above,  three  brands  import 
all  their  machines  from  Japan.  Three  more  brands  import  several  models  from 
japan. 

Right  now,  of  these  seven,  only  Marchant  is  doing  all  its  calculator  manufac- 
turing entirely  in  the  United  States. 

And  a  Marchant  is  sold  to  you  by  the  same  people  who  made  the  machine. 

Marchant  has  a  network  of  service  offices  from  coast  to  coast.  Each  is  staffed 
by  factory-trained  men  who  know  our  calculators.  And  any  replacement  parts 
you  may  need  are  available  here,  in  the  U.S.A. 

Do  you  want  your  next  calculator  to  have  American  service  and  reliability, 
backed  by  60  years  of  experience?  Then  look  us  up  in  the  Yellow  Pages. 

Marchant's  our  name.  And  the  name  behind  our  name. 


S/C/M 


MARCHANT 

BUSINESS    EQUIPMENT    DIVISION 


Wb  make  it.  Wfe  sell  it. 
Wfe  service  it. 


»'J! 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


COP-OUT 

Moving  out. 


THE  NIGHT  BEFORE  CHRISTMAS 


A  year  ago  on  Christmas  Eve  in  Akron,  Ohio,  a  couple 
walked  up  to  the  registration  desk  of  the  downtown  Holi- 
day Inn,  followed  by  a  donkey. 

The  young  man  was  bearded  and  robed  and  explained 
that  his  wife  was  pregnant  and  they  needed  a  room  for 
the  night. 

He  commented  later,  "We  wanted  to  show  what  would 
happen  when  a  poor  young  couple  dressed  like  Joseph 
and  Mary  tried  to  get  a  room  nearly  2,000  years  after 


the  birth  of  Christ— fully  expecting  a  refusal  as  cold  as  the 
snow  outside." 

Instead,  Holiday  Inn's  night  manager  handed  them  a 
key  to  room  101,  enquired  if  the  donkey  would  need  any 
special  attention  and  offered  them  a  free  meal.  "We 
weren't  very  hungry,  so  I  asked  him  if  we  could  have 
some  drinks  and  you  know  what,  he  sent  them  around. 
It  sure  didn't  happen  this  way  2,000  years  ago." 

How's  that  for  one-upmanship? 


I  THINK  YOU'LL 

Recently  I  was  talking  with  one  of  the  biggest,  and  cer- 
tainly one  of  the  canniest,  bankers  in  Canada.  In  response 
to  my  query,  "How's  business?",  he  said,  "Not  as  bad  as  it 
might  have  been. 

"The  government  here  threatens  business  with  the  worst 

PROFITS  AND 

Efforts  by  the  media  to  get  Congress  to  exempt  them 
from  Phase  2  price-wage  controls,  as  applicable  to  ev- 
eryone else,  are  ill-advised. 

Freedom  of  the  press— despite  its  frequent  abuse  by 
those  of  us  in  the  business— is  so  essential  to  an  informed 
electorate  in  a  democracy  that  even  the  slightest  threat 
to  it  should  be  flagged,  tagged,  deflected,  defeated. 

And  just  because  of  this,  media  must  bend  over  back- 
wards not  to  cry  First  Amendment  wolf  when  it's  not 


AGREE  WITH  HIM 

and  then  when  they  enact  a  program  that  isn't  quite  as  bad 
as  the  one  proposed,  you  feel  better. 

"Which  makes  me  think  that  most  of  the  time  what 
these  chaps  end  up  doing  is  what  they  really  had  in 
mind  doing  in  the  first  place." 

PRESS   FREEDOM 

so.  Applying  Phase  2  to  the  business  side  of  media,  as 
it  is  being  applied  to  all  other  segments  of  the  popula- 
tion, in  no  way,  shape  or  foim  threatens  media's  edi- 
torial independence.  Media  have  been  going  broke  and 
prospering  in  our  economy  before  controls,  and  the  ap- 
plication of  Phase  2  won't  change  that  at  all.  Vigilance 
to  preserve  freedom  of  the  press  is  applaudable  only 
when  applicable. 

In  this  instance,  it  isn't. 
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I  vividly  remember  Christmas  in  1928  when  my  father 
presented  the  family  with  our  first  movie  camera.  The 
latest  thing  then,  it  was  several  times  bulkier  than  those 
available  today  and  it  was  fed  50  ft.- 16mm.  black  and 
white  film.  Considerably  more  complicated  to  operate,  the 
results  were  quite  a  bit  below  what  amateurs  can  achieve 
with  today's  equipment. 

The  thing  that  most  sticks  in  my  mind  is  the  constant 
admonition  from  dad  when  the  camera  was  in  use— 
"Move!  This  is  moving  pictures!"  Being  a  good  Scotsman, 
he  felt  standing  still  in  front  of  a  motion  picture  camera 
was  a  waste. 

The  result  was,  of  course,  such  constant  hustle,  bustle 
and  scurrying  in  our  early  home  movies  that  one  could 
seldom  tell  who  was  who  or  what,  or  who  looked  how,  or 
even  what  was  the  occasion  and  where. 


FAILS  TO  BREAST  THE  TIDE 

Playboy's  first  public  issue. 

"MOVE-IT'S  MOVIES!" 

A  couple  of  summers  ago  when  my  own  family  clan 
toured  Europe,  we  repeated  the  same  error  after  the  ac- 
quisition of  a  zoom  lens.^  Everybody  who  took  a  turn  at 
recording  some  eminently  perishable  scene  had  to  zoom  in 
and  out— after  all,  wasn't  that  what  a  zoom  lens  was  for? 
The  result  is  some  of  the  most  dizzying  home  movies 
ever  made. 

I  was  reminded  of  all  this  film  freneticism  the  other 
evening  when  a  combination  of  circumstances  found  me 
sitting  before  the  kitchen  TV  set  for  nearly  an  hour.  The 
uncountable  commercials  with  their  explosion  of  action, 
color  and  sounds  in  every  direction  had  me  dizzy,  con- 
fused and  more  dead-brained  than  usual. 

Wouldn't  it  be  wonderful  if  it  occurred  to  somebody  to 
make  a  TV  commercial  that  sat  still— at  least  for  a  few  of 
its  seconds? 


RIGHT  ON 


Tons  of  tomes  have  been  written  in  explanation  of  eco- 
nomic systems,  human  work  motivation,  the  pros  and  cons 
of  free  enterprise  versus  state  socialism,  etc.,  ad  infinitum 
and  ad  nauseam.  But  a  recent  Warner  &  Swasey  advertise- 
ment told  a  wee  story  that  I  think  says  it  all. 
"If  I  Don't  Go,  I  Don't  Get." 
"In  the  South  is  an  old  man  with  a  rowboat  who 
ferries  passengers  across  a  mile-wide  river  for  10 


so 


cents.  Asked,  'How  many  times  a  day  do  you  do 
this?',  he  said,  'As  many  times  as  I  can  because  the 
more  I  go,  the  more  I  get.  And  if  I  don't  go,  I 
don't  get.'  That's  all  you  need  to  know— all  there 
is  to  know— about  business,  economics,  prosperity 
—and  self-respect." 

Have   you   ever   heard   so   much    said   so   briefly    and 

well? 


A  MOMENT  OF  REMINISCENCE 


Last  summer  I  was  sitting  in  the  outdoor  Promenade 
Cafe  in  the  middle  of  Rockefeller  Center  having  a  light 
bite  before  seeing  the  stage  show  and  movie  at  Radio 
City  Music  Hall— for  the  first  time  in  about  a  decade. 

The  snack-type  food  was  pretty  awful  for  the  price, 
but  the  movie,  The  Red  Tent,  was  a  fabulous,  fascinating 
reeiiactment  of  Italy's  tragic  1928  dirigible  attempt  at  the 
North  Pole. 

It's  Rockefeller  Center  itself,  though,  that  makes  as  dra- 
matic an  impact  as  ever  a  movie  or  any  city  vista  any- 
where. The  whole  Center,  put  together  in  the  deepest 
days  of  the  Depression,  was  the  conception  of  the  shyest- 
richest  man  who  ever  spent  a  lifetime  working  at  doing 
lasting  good  things  with  his  money  and  life— John  D. 
Rockefeller  Jr. 

From  the  beautifully  maintained  30  Rockefeller  Plaza 
right  through  to  the  most  glorious  and  grandest  stage  and 


motion  picture  theater  ever  built,  Mr.  Rockefeller  over- 
looked nothing  in  making  his  realized  dream  bring  con- 
tinuous pleasure  and  enormous  enjoyment  to  uncounted 
millions. 

His  favorite  personal  retreat  was  a  large  ranch  near  the 
Grand  Teton  Mountains  in  Wyoming's  Jackson  Hole  coun- 
try. He  so  prized  the  uniqueness  of  this  scene  that,  vir- 
tually single-handed  and  through  years  of  vehement  op- 
position, he  created  the  Grand  Teton  National  Park  so 
that  through  all  the  years  millions  of  others  (including 
for  the  past  three  decades  this  Forbes  family)  could  en- 
joy the  same  thing  his  own  wealth  had  provided  him. 

It's  hard  to  conceive  that  anybody  could  not  have  en- 
joyed at  least  once  pausing  in  Rockefeller  Center's  prom- 
enade and  attending  Radio  City  Music  Hall. 

If  you  haven't,  do. 

Ditto,  Grand  Teton  National  Park. 


GRAFFITI   GREETING 

Books    have    been    written    on    the    subject    of    graffiti. 

pseudo-serious    commentary    and    much    quotation. 

s  one  fm  someone's  next  compilation— reported  by  our 
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London  Operative  as  seen  among  the  obscenities  on  the 
walls  of  an  Underground  lavatory  last  December: 
"Holiday  greetings  to  all  our  readers." 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


You  can  only 
sell  yourself  once 


oelling  off  that  company  you've  been  bringing  along  for 
years  is  a  little  like  becoming  president  of  the  United  States: 
there's  no  way  to  get  experience  at  it  before  you  do  it. 

But  you're  only  doing  it  once,  so  the  questions  of  how 
much,  what  the  structure  of  payment  should  be  and  how  to 
develop  your  selling  criteria  before  you  even  ask  for  it... all  of 
these  should  be  answered  only  after  intensive  analysis. 

It's  simply  the  wrong  moment  for  seat-of-the-pants. 

And  that's  where  B  T  Consultants  come  in.  We  have  done  it 
before. 

B  T  Consultants  has  a  highly  experienced  staff  you  might  not 
be  able  to  keep  around  the  premises  yourself.  Merger  analysts 
Tax  experts.  Legal  advisers.  Economists.  Computer  men. 

With  us,  by  the  way,  the  computer  is  strictly  a  means,  not 
an  end.  We  don't  use  formula  programs  and  we  won't  drop  a 
pound  of  print-outs  on  your  desk. 

Decoding  the  hieroglyphics  is  our  job. 

One  way  to  hire  BT  Consultants  is  by  the  job.  We  can 
follow  through  with  you  on  selling  or  acquiring  (or  any  other 
corporate  problem  for  that  matter)  for  as  long  as  you  wish. 

Or,  for  a  retainer,  we  can  assign  an  advisor  to  pick  your 
brains  on  a  regular  basis  so  we're  always  up-to-date  and  ready 
to  go  when  needed. 

You  don't  have  to  be  a  customer  of  Bankers  Trust  to  be  a 
customer  of  B  T  Consultants.  (Neither,  of  course,  does  the 
company  you're  selling  to;  we'll  help  you  look  everywhere.) 
For  an  exploratory  consultation  at  no  charge,  write  to:  Allan 
D.  R.  Stern,  Vice  President,  B  T  Consultants,  Bankers  Trust 
Company,  280  Park  Ave.,  N.Y.,  N.Y.  100 17. 

It's  a  good  way  to  keep  from  selling  yourself  short. 


You'll  find  BT  Consultants  at  Bankers  Trust. 


They're  going  to  drive 

this  $2  million  car  into 

a  wall  at  50  miles  an  hour 

-to  save  your  life. 


You'll  never  see  it  in  a 
new  car  showroom.  It's 
one  of  two  prototypes 
designed  and  built  un- 
der a  $4.5-million  con- 
tract from  the  United 
States  Department  of 
Transportation. 

The  cars  will  soon  be 
delivered  to  the  gov- 
ernment. They  will  be 
tested.  And  destroyed. 
To  show  how  well  driv- 
ers and  passengers  can  be  protected. 

The  ESV  (Experimental  Safety  Vehicle) 
is  designed  to  sustain  a  ten-mile-an-hour 
barrier  crash  with  absolutely  no  damage 
to  the  vehicle. 

If  the  ESV  crashes  into  a  wall  at  50  miles 
an  hour  or  rolls  over  at  70,  it  is  designed  to 
avoid  serious  injury  to  occupants. 

Unique  Safety  Features 

In  case  there's  a  crash  at  more  than  15  mph, 
air  bags  automatically  inflate  (then  deflate 
in  less  than  a  second)  to  protect  occupants. 
There's  a  hydraulic  front  bumper  that 
extends  an  extra  foot  when  the  car  reaches 
30  miles  an  hour.  This  greatly  reduces 
crash  impact 


wide-angle  periscope.  It 
provides  unobstructed 
vision  at  all  times. 

There   are  also   im- 
proved steering  and 
suspension   systems 
LJL*|  1  •  •  •  energy-absorbing 

safety  glass  .  .  .  built- 
in  roll  bars  .  .  .  safe- 
ty tires  .  .  .  beefier 
brakes  .  .  .  low-emis- 
sion engine  . . .  specially 
protected  mid-car  fuel  tank 
.  .  .  reinforced  doors  and  side  panels  .  .  . 
and  much  more. 

The  Safe  Cars  Are  Coming 
The  Fairchild  Industries  ESV — and  other 
experimental  safety  cars  that  will  be  de- 
livered to  the  Department  of  Transporta- 
tion by  AMF,  Ford,  and  General  Motors — 
all  offer  great  promise  of  reducing  death 
and  injury  on  the  highway.  As  their  fea- 
tures are  incorporated  into  all  auto  designs, 
we  expect  to  be  able  to  reduce  the  cost  of 
auto  insurance. 

If  you'd  like  to  know  more  about  the  Safe 
Cars,  write  the  Safety  Director,  Allstate 
Insurance  Companies,  Northbrook,  Illinois 
60062.  Ask  for  a  free  copy  of  the  booklet, 


That  slight  bump  on  the  roof  is  a  unique       "Let's  make  driving  a  good  thing  again." 


/instate 

Let's  make  driving  a  good  thing  again. 
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Litton:  Seasick? 

'They  said  it  couldn't  be  done— we'll  show  them." 

—Sign  at  Litton  Industries  Pascagoula,  Miss,  shipyard 

"If  the  contractor  would  refrain  from  using  superfluous 
slogans  and  get  on  with  the  job,  it  would  be  better  off. " 

—John  A.  Maclnnes,  Maritime  Administration  supervisor 


Litton  Industries  is  the  California 
conglomerate  (total  annual  sales: 
S2.5  billion)  that  makes,  among  oth- 
er things,  typewriters,  machine  tools, 
"mini"  business  computers  and  den- 
tists' chairs.  Litton  is  also  trying  to 
build  ships  on  a  large  scale. 

It  was  music  to  Litton's  ears  when 
in  the  mid-Sixties  the  Navy  suddenly- 
decided  it  could  save  money  and  get 
better  vessels  by  handing  the  work 
over  to  contractors  on  what  was  called 
a  "company-designed,  total  procure- 
ment basis."  Basically,  the  Navy 
would  simply  specify  what  it  wanted 
the  ships  to  do.  The  design  would  be 
up  to  the  company,  and  if  successful 
in  construction  bidding  the  firm  would 
get  the  whole  package,  not  just  a 
piece  of  it.  It  was  a  winner-take-all 
concept,  well  worth  the  risks.  Litton 
was  already  in  shipbuilding  since  its 
1961  acquisition  of  Ingalls.  Here  was 


a  chance  to  show  what  Litton  could 
really  do  in  bringing  an  old  indus- 
try into  the  age  of  automation  and 
cybernation.  Sensing  a  rare  opportuni- 
ty, Litton  went  all  out. 

To  direct  its  design  competitions, 
Litton  had  hired  John  Rubel,  a  for- 
mer Assistant  Secretary  of  Defense. 
Then  Litton  went  out  and  built  a 
production-line  "new  concept"  ship- 
yard at  Pascagoula,  Miss.,  a  town  of 
28,000  on  the  Gulf  of  Mexico. 

New  Idea 

"By  using  modular  techniques,"  Lit- 
ton says,  the  new  shipyard  "incorpo- 
rates the  world's  most  advanced  ma- 
rine production  technology."  For  such 
a  large  project,  the  financing,  too,  was 
novel.  The  state  of  Mississippi  issued 
$130  million  worth  of  tax-exempt  rev- 
enue bonds  to  build  the  yard  and 
then  leased   it   to  Litton.   Since  then 


Litton  has  spent  $126  million  of  the 
funds  on  the  yard.  Construction  began 
in  1968,  but  the  first  lease  payment 
isn't  due  until  next  year. 

By  the  summer  of  1970  Litton  had 
won  almost  $3  billion  in  total  pack- 
age contracts— potentially  the  biggest 
backlog  of  any  U.S.  shipyard. 

Then  things  started  to  go  wrong. 
Litton  seems  to  be  ending  up  with 
some  terrible  problems. 

The  first  ship  being  built  at  the 
new  Pascagoula  yard  is  a  simple 
enough  job.  It  is  a  containership,  not 
very  different  from  scores  of  others 
built  elsewhere.  Litton  is  now  a  year 
late.  The  vessel,  the  668-foot  Austral 
Envoy,  has  encountered  so  many  pro- 
duction problems  that  there  is  a 
chance  its  customers,  Farrell  Lines  and 
the  Maritime  Administration,  won't 
accept  it.  So  says  John  A.  Maclnnes, 
MarAd's  man  at  the  yard.  Maclnnes 


A -Sailing  We  Will  Go 

Here's  the  scope  of  Litton's  shipbuilding  ventures  now  encountering  rough  water. 

Ship  Qty  Purchaser  Schedule  Contract  Amount  Contract  Status 

Containerships  4  Farrell  Lines  1  year  late  $84  million  No  ship  has  been  completed  but  Litton 

had  already  spent  $84  million  this 
summer.  Farrell  is  suing  for  delays. 


Containerships 

4 

American  President 
Lines 

Late 

$90  million 

Moved  to  older  Ingalls  yard. 

Ore  Boat 

1 

Bethlehem  Steel 

Late 

$18  million 

Ship  in  water  but  Bethlehem  has 
refused  delivery.  Overrun  may 
total  $6.5  million. 

LHA  Amphibious 
Assault  Ships 

5 

U.S.  Navy 

1  year  late 

$666  million 

Secretary  of  Navy  John  Chafee  estimates 
ships  could  now  cost  $985  million. 

Destroyers 


16  (funded)  U.S.  Navy 


Litton  says  con-     $1.14  billion 
struction  will 
begin  on  time 
in  1973. 


Though  construction  has  not  yet 
begun,  costs  are  now  estimated  to  be 
$136  million  higher. 
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also  predicts  the  ship  will  cost  twice 
the  contract  price  of  $21  million;  an 
ex-Litton  executive  predicts  that  after- 
tax losses  on  four  coiitaincrships  that 
were  included  in  the  contract  will  hit 
$50  million.  Litton  counters  that  the 
Haws  are  being  fixed  and  the  ship 
will  be  accepted;  but  it  does  not  deny 
that  costs  will  run  way  above  esti- 
mates. In  itself,  a  loss  of  $20  million 
or  so  wouldn't  break  Litton,  which 
has  well  over  $1  billion  in  current 
assets  and  a  cash  flow  well  in  excess 
of  SI 00  million  a  year.  But  the  big 
question  is:  Do  the  foul-ups  at  Pasca- 
goula go  deeper  than  this  single  ship? 

If  the  overruns  continue  at  the  pres- 
ent pace,  the  consequences  could  be 
much  more  serious  when  it  comes  to 
building  the  five  Navy  amphibious  as- 
sault ships  and  16  destroyers  funded 
so  far.  Projecting  current  cost  trends, 
these  overruns  could  run  into  the  hun- 
dreds of  millions  of  dollars. 

What  kind  of  problems  then  does 
Litton  have  in  shipbuilding?  Fred  W. 
O'Green,  Litton  executive  vice  presi- 


Afloat.  Litton's  new  shipyard 
has  spawned  its  first  ship, 
Austral  Envoy,  shown  at  its 
launching  last  June.  But  will 
the  yard  ever  spawn  profits? 


dent,  calls  them  start-up  problems. 
Me  blames  Litton \s  promising  but  rad- 
ical new  methods,  Hurricane  Camille 
and  a  recent  37-day  strike.  He  says 
the  wrinkles  are  ironed  out  now,  and 
the  next  three  containerships  will  go 
much  more  quickly  than  the  first  one. 

Big  Order 

Maclnnes,  however,  takes  a  very 
different  view.  "Look,"  he  says,  "mod- 
ular ship  construction  was  never  really 
a  new  concept  in  the  first  place.  It 
was  used  by  Kaiser  back  in  World 
War  II.  Big  assembly  unit  plans  are 
traditional  now  in  all  yards.  Litton 
tried  to  carry  the  concept  beyond  that 
stage,  but  they  were  also  trying  to 
build  a  new  shipyard  and  handle  con- 
tracts at  the  same  time.  It  was  too 
much  to  chew."  A  Maritime  Adminis- 
tration report  noted  that  in  response 
to  such  criticism,  "We  were  given  ir- 
relevant dissertations  on  what  is  done 
in  the  rocket  and  aircraft  industries 
around  the  country." 

The  recent  problems,  apparently, 
were  very  basic  and  went  deeper  than 
inflation.  Litton's  O'Green  concedes 
that  computerized  design  work  led  to 
some  "goofs"  in  the  shipyard  when 
modules  and  plates  couldn't  be  joined 
properly.  There  were  other  problems, 
O'Green  admits.  The  Austral  Envoy's 
deckhouse  was  placed  on  the  hull 
structure,  but  the  main  deck  sagged 
because  beams  underneath  had  been 
left  out.  Litton  jacked  up  the  deck- 
house, put  in  the  beams,  and  set  down 
the  deckhouse  again— still  off  kilter. 
"It's  only  nine-sixteenths  of  an  inch 
off,"  says  O'Green.  "It  doesn't  affect 
the  ship's  performance." 

Design  problems  led  to  grumbling 
by  the  workers,  who  perhaps  knew 
they  had  the  upper  hand  because  the 
new  shipyard  has  been  short  of  skilled 
labor.  Despite  heavy  recruiting  across 
the  country,  the  yard  still  must  hire 
4,500  men  to  get  the  11,000  needed. 
For  the  destroyer  contract,  some 
1,000  more  workers  will  be  required. 
But  once  Litton  has  trained  new  men, 
they  have  often  gone  off  to  work  on 
housing  for  new  workers  at  higher 
pay  rates.  It's  still  too  early  to  know 
what  the  effect  will  be  of  recent  labor 
pacts  that  enable  Litton  to  exchange 
workers  between  the  new  yard  and 
the  older  Ingalls  facility. 

Partly  to  keep  the  \  iw  LHA  con- 
tract moving  ahead,  Litton  has  begun 
subcontracting  part  of  the  fabrica- 
tion work  out  to  other  Gulf  Coast 
shipbuilders.  The  added  cost  makes 
sense,  O'Green  says,  as  Litton  will 
benefit  from  the  "learning"  another 
shipyard  already  has.  Marine  experts 
say  that  it  will  slow  the  critical 
"learning  curve"  for  the  Litton  ship- 
yard—a key  to  cutting  costs  on  repeat 


models— because  Litton's  men  won't  be 
doing  the  work. 

The  Navy's  not  saying  much  yet, 
but  has  sent  an  admiral  to  supervise 
shipbuilding  there,  something  done  in 
only  two  other  yards  in  the  country. 
(Often,  the  Navy's  yard  supervisor 
is  a  captain.)  And  it  has  ordered  a 
production  audit  team  of  shipbuilding 
experts^to  Pascagoula.  "The  audit  will 
be  under  way  for  several  months," 
says  Rear  Admiral  Nathan  Sonnen- 
shein,  chief  of  the  Naval  Ships  Sys- 
tems Command.  Admiral  Sonnenshein 
admits  there  are  problems  at  the  ship- 
yard, but  he  says,  "You  know,  this 
was  the  first  new  shipyard  built  in 
this  country  since  World  War  II." 

Still,  the  Navy  obviously  doesn't 
like  what  rising  costs  at  Pascagoula 
are  doing  to  its  program.  To  save 
money  it  has  cut  the  Litton  amphib- 
ious-assault-ship contract  from  nine 
vessels  to  five.  Still  at  issue  between 
Litton  and  the  Navy  is  a  $109.7-mil- 
lion  cancellation  payment.  Secretary 
of  the  Navy  John  Chafee  has  already 
told  Congress  that  the  price  per  ship, 
if  the  full  cancellation  costs  claimed 
by  Litton  are  paid,  will  be  up  from 
$154  million  to  $197  million. 

Back  to  the  Well? 

How  much  protection  does  Litton 
have  against  possible  overruns  on  the 
Navy  contracts?  It's  hard  to  say.  The 
Navy's  contract  for  30  destroyers,  for 
instance,  carried  a  set  "target  price" 
of  $1.8  billion.  Above  that,  Litton  has 
to  pay  20  cents  on  the  dollar  up  to  a 
ceiling  price  of  $2.14  billion;  after 
that  Litton  would  be  stuck  with  all 
the  overrun.  O'Green  says  confidently 
that  design  changes  ordered  by  the 
Navy,  escalation  clauses  and  "target 
reset  provisions"  will  allow  Litton  to 
collect  more  than  the  ceiling  price  if 
necessary. 

Meanwhile,  another  new  Litton 
shipyard,  this  one  at  Erie,  Pa.,  ran 
into  difficulties  with  its  first  vessel,  an 
ore  boat  for  Bethlehem  Steel.  Litton 
is  working  out  a  deal  to  sell  the  yard 
to  American  Ship  Building,  its  major 
Great  Lakes  competitor,  but  there  is 
some  dispute  about  the  terms. 

What  it  all  boils  down  to  is  this: 
Litton  has  taken  a  major  risk  in  the 
hope  of  a  major  reward.  Litton's  boss- 
es, Chairman  Charles  B.  Thornton  and 
President  Roy  L.  Ash,  insist  it  was  a 
sound  risk.  Echoing  them,  Executive 
Vice  President  O'Green  says:  "We've 
built  ourselves  a  competitive  edge  that 
can't  be  matched  today  ...  As  for 
costs,  there  will  be  no  surprises.  We're 
not  walking  up  to  a  cliff  and  know 
we're  going  to  fall  off." 

Litton's  top  men  may  be  right,  but 
they  can't  deny  that  there  is  a  terribly 
steep  precipice  out  there.   ■ 
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Sears  Strikes  Again 

In  a  little-noticed  departure  from  tradition,  Sears, 
Roebuck  has  launched  a  new  challenge  both  to  name- 
brand     manufacturers     and     to     prestige     retailers. 


Giant  Sears,  Roebuck  &  Co.  (esti- 
mated 1971  sales:  close  to  $10  bil- 
lion) has  been  easily  the  most  crea- 
tive force  in  U.S.  distribution.  First, 
it  taught  a  generation  of  Americans 
that  merchandise  could  be  bought 
safely,  economically  and  convenient- 
ly by  mail.  Then  it  proved  that  a 
great  mail-order  house  could  suc- 
cessfully transform  itself  into  a  still 
larger  chain-store  operation.  And  by 
locating  its  new  retail  stores  away 
from  the  traditional  downtown,  it 
anticipated  by  decades  the  great 
wave  of  suburban  retailing  that 
formed  in  the  Fifties. 

Now  Sears  is  doing  it  again.  Taking 
advantage  of  the  unparalleled  distri- 
bution network  that  makes  it  accessi- 
ble to  every  American  shopper,  Sears 
is  out  to  establish  its  house  brands  on 
a  par  with  national  brands  established 
by  their  manufacturers.  In  doing  so, 
it  is  making  use  of  today's  most  potent 
merchandising  aid— TV  advertising— in 
a  way  that  other  retailers  cannot  hope 
to  duplicate. 

Of  course,  Sears  has  for  decades 
had  a  spread  of  house  brands— for  ex- 
ample, Kenmore,  Coldspot,  Allstate 
and  Craftsman— in  addition  to  the  na- 
tional brands  it  carried.  What  is  new 
is  this:  Sears  is  starting  to  turn  its 
htmte  brands  into  name  brands,  its 
household  items  into  household  words. 
Instead  of,  in  effect,  spending  its  ad- 
vertising dollars  to  promote  Sears' 
stores,  it  is  now  using  the  money 
to   promote   specific    Sears'   products. 


The  drive  actually  started  four 
years  ago,  but  Sears  moves  slowly  and 
solidly.  It  began  in  1967  with  a  maga- 
zine campaign  for  under  a  dozen 
hard  and  software  items.  In  1968  it 
broke  into  national  television,  with 
spot  ads  for  Cling-Alon  hosiery,  Tele- 
vision advertising  now  v/orks  for  Sears 
steel-belted  radial  tires,  for  its  Die- 
hard auto  batteries  and  for  more  than 
a  score  of  other  Sears  products. 

Sears  has  always  been  a  substan- 
tial local  advertiser  on  behalf  of  its 
individual  stores:  Between  1967  and 
1971,  its  local  advertising— over  90% 
of  it  probably  still  in  newspapers- 
grew  from  about  $150  million  to  over 
$200  million.  But  during  the  same 
years,  its  national  advertising,  used 
to  establish  its  national  brands,  has 
more  than  tripled— from  some  $16 
million  in  1967  to  about  $50  million 
today.  And  of  that  $50  million,  some 
$30  million  is  going  into  TV. 

And  what  is  so  special  about  ad- 
vertising consumer  products  on  TV, 
even  national  TV?  Doesn't  Goodyear 
advertise  its  snow  tires  and  GM's  Del- 
co-Remy  division  its  batteries  on  na- 
tional TV? 

Only  this.  Sears  is  not  a  manu- 
facturer but  a  retailer.*  Furthermore, 
it  is  the  only  U.S.  retailer  with  a 
complete  enough  distribution  network 
to  be  able  to  make  full  use  of  TV  for 
direct  product  advertising.  The  over- 

•While  it  is  still  a  stockholder  in  such  big  Sears 
suppliers  as  Whirlpool  Corp.,  Kellwood,  Do  Soto,  Inc., 
Sears  has  been  steadily  reducing  its  proportionate  fi- 
nancial interest  in  them. 


Typical  Sears  Ad:  The  goal:  bigger  operating  margins. 

Sears  Steel-Belted  Radials 
win  first  in  class  in  East  African  Safari. 
3758  miles  of  tire-shredding  torture. 


whelming  majority  of  U.S.  shoppers 
are  within  reach  of  a  Sears  retail 
store;  and  those  who  are  not  can  have 
access  to  a  catalog  operation  that  still 
provides  over  $2  billion  of  sales. 

What  is  involved  is  not  so  much 
Sears'  size  as  its  complete  coverage. 
In  the  metropolitan  New  York  area, 
for  example,  Federated  Department 
Stores'  two  major  units,  Blooming- 
dale's  and  Abraham  &  Straus,  probably 
account  for  (in  their  main  stores  and 
branches)  between  $600  million  and 
$700  million  of  total  sales— consider- 
ably more  than  Sears  sells  in  the  same 
area.  But  neither  can  make  effective 
use  of  TV  advertising  because  too 
many  of  their  potential  viewers  would 
be  out  of  their  customer  areas. 

No  other  U.S.  retailer  has  yet  ac- 
quired Sears'  completeness  of  cover- 
age, though  several  may  be  in  the 
process.  J.C.  Penney,  for  example,  is 
still  engaged  in  redressing  the  geo- 
graphical imbalance  that  locates  the 
bulk  of  its  sales  west  of  the  Mississip- 
pi River,  where  only  35%  of  the 
country's  population  lives;  nor  could 
it  possibly  launch  a  national  TV  cam- 
paign for  tires  or  batteries,  for  exam- 
ple, when  only  some  300  out  of  1,600 
Penney  stores  include  auto  depart- 
ments. Marcor's  Montgomery  Ward 
operation  is  even  smaller  than  Pen- 
ney ($2.4  billion  vs.  Penney's  $4.1 
billion).  And  Kresge,  smaller  as  well, 
lacks  both  the  coverage  and  the 
catalog  operation. 

Bigger  Profit  Margins 

Why  is  Sears  spending  big  money 
for  this  kind  of  advertising  when  it  is 
doing  so  well  without  it?  Sears  won't 
say;  it  prefers  not  to  talk  about  these 
basic  questions,  partly  because  it  does 
not  want  to  be  accused  of  throwing 
its  weight  around.  But  the  answer  is 
fairly  clear:  profit  margins.  Nationally 
advertised  goods  usually  command  a 
higher  price  than  similar  house-brand 
articles.  With  costs  rising  as  fast  as 
they  are,  Sears  apparently  feels  it 
needs  the  extra  margin. 

Further  down  the  road,  there  may 
be  yet  another  goal  for  Sears.  The 
company  traditionally  has  been  a 
weak  competitor  in  the  very  area 
where  the  department  store  has  been 
strongest,  in  fashion  and  style  mer- 
chandise. Indeed,  it  is  hardly  too 
much  to  say  that  no  respectable  de- 
partment store  or  specialty  shop 
would  even  regard  Sears  as  competi- 
tion in  any  merchandise  where  style 
or  fashion  is  a  major  factor.  By  per- 
fecting the  art  of  selling  individual 
products  as  well  as  products  in  the 
mass,  Sears  may  yet  change  all  this. 
To  make  this  retailing  behemoth  a 
factor  in  the  elusive  world  of  style- 
now,  there's  a  challenge!  ■ 
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Next  Target:  Europe 

Europe  will  be  a  harder  market  for  the  Japanese   to  crack 
than  the  U.S.  But  the  Japanese  have  gotten  more    tactful. 


Fon  most  of  the  past  ten  years,  Eu- 
ropeans have  been  relatively  secure 
against  Japanese  competition  on  their 
I  ionic  ground,  safe  and  snug  behind 
strong— if  sometimes  invisible— walls  of 
quotas  and  tariffs.  As  1971  drew  to 
an  end,  however,  the  Europeans  were 
feeling  considerably  less  safe.  Said  a 
German  automan:  "With  prices  on  the 
rise  in  Japan  and  Japan's  U.S.  sales 
on  the  decline,  the  Japanese  may  be 
getting  ready  to  move  in  on  us." 

Thus  Europe  now  shares,  in  part 
at  least,  a  major  U.S.  worry. 

The  Japanese  realize  that  Euro- 
pean businessmen  are  more  than  a  lit- 
tle at  raid  of  them.  Minoru  Fujii,  head 
of  Toyota's  Brussels-based  European 
Service  Center,  winced  when  a  Forbes 
reporter  showed  him  a  London  Fi- 
nancial Times  headline:  "Japan  will 
sell  250,000  cars  in  Europe." 

Toyota  sells  only  55,000  in  Europe 
now.  Said  the  Japanese  automan:  "Not 
very  good  propaganda  for  us." 

But  more  than  publicity  is  at  stake. 
Europe  will  be  no  pushover  for  the 
Japanese,  and  they  know  it.  In  July, 
talks  broke  down  between  officials  of 
the  Japanese  foreign  ministry  and  the 


Common  Market  commission  spokes- 
man (operating  with  representatives 
from  the  various  national  govern- 
ments sitting  at  his  elbow).  The  talks 
had  been  aimed  at  gaining  trade  con- 
cessions for  both  sides  and  at  build- 
ing trade  between  the  two:  Last  year 
Japan's  $1.2  billion  of  sales  to  the 
EEC  represented  5.6%  of  Japan's  ex- 
ports; the  EEC's  $900  million  export- 
ed to  Japan  represented  only  2%  of  its 
external  trade. 

No  Deaf 

But  the  talks  got  nowhere  at  all. 
France  and  the  Benelux  countries  re- 
fused to  relinquish  their  national  uni- 
lateral "safeguard  clauses"  which  en- 
able them  immediately  to  impose 
barriers  if— after  consultation  with  of- 
fenders—they suspect  dumping  or  un- 
fair- price-cutting  by  outsiders.  The 
Japanese  hoped  that  Common  Market- 
wide  legislation  would  soften  this. 
But  in  the  corridors  of  power  in  the 
Brussels  EEC  headquarters,  the  U.S. 
action  in  August  toughened,  rather 
than  softened,  the  French  and 
Benelux  attitudes.  The  Nixon-Con- 
nallv    stand    has    made    "defensive" 


trade    restrictions    more    respectable. 

Japanese  exports  to  Western  Eu- 
rope last  year  were  worth  $3  billion, 
about  half  the  $5.9  billion  Japan  ex- 
ported to  the  U.S.  in   1970. 

Even  so,  the  Europeans  are  gird- 
ing for  a  trade  drive  by  the  Japanese 
in  those  products  already  familiar  to 
the  U.S.  buyer:  automobiles,  optical 
goods,  entertainment  electronics. 

The  Japanese  have  cleverly  been 
building  bridgeheads  in  Europe  by 
setting  up  sales,  service  and  distribu- 
tion facilities  in  countries  that  do  not 
produce  their  own  cars,  notably  Bel- 
gium, Switzerland  and  Austria.  The 
producing  countries,  France,  Ger- 
many and  Italy,  will  probably  be  next. 

Having  achieved  all  the  penetration 
they  can  get  in  mass  markets,  the  Jap- 
anese will  be  ready  with  the  second 
stage  of  their  trade  drive.  In  the  au- 
tomotive field,  for  example,  big  trucks 
and  buses  may  follow  the  little  cars. 
Toyota  executive  Fujii  explained  that 
high  freight  charges  prevent  export- 
ing trucks  and  buses  from  Japan  to 
Europe.  Instead,  Toyota  has  been  try- 
ing to  start  a  joint  venture  in  Poland, 
which,  by  taking  15,000  Toyotas  this 
year,  became  Japan's  biggest  single 
European  customer  (followed  by 
Switzerland  and  Belgium,  where  sales 
have  doubled  in  the  last  two  years). 
The  Japanese  had  hoped  to  combine 
with    a    Polish    firm,    making    British 


Spare  Us  Those  Cocktail  Parties!- 


Foreigners  talking  with  Japanese 
businessmen  often  have  a  strange 
experience.  Ask  Japanese  why  they 
have  discriminated  against  foreign 
business  and  they  are  quite  likely 
to  reply:  "We're  not  discriminat- 
ing; you  are."  Or  complain  about 
the  Hood  of  Japanese  exports  and 
they  may  answer:  "How  can  a 
small  country  like  ours  hurt  a  big, 
rich  country  like  yours?" 

Are  the  Japanese  insincere?  Not 
i (ally.  To  a  major  degree,  it  is  a 
difference  in  self-image.  Today, 
many  Americans  tend  to  think  of 
Japanese  business  and  laborers  as 
supermen.  The  Japanese  see  them- 
selves as  clever  and  hardworking 
but  basically  poor,  struggling  to 
earn  enough  money  to  pay  for  raw 
materials. 

A  Forbes  reporter  recently  visit- 
ed with  a  group  of  Japanese  busi- 
nessmen at  Boeki  Daigaku  (Insti- 
tute for  International  Studies  and 
Training,  as  it  is  called  in  English). 
Located  on  the  southern  slopes  of 
Ml.  Fuji  some  two  hours  by  ear 
Iroin  Tokyo,  this  is  t  high-level 
training  school  for  Japanese  man- 
agers.  The   one-year  course   costs 


$10,000.  Its  122  students  are  a 
picked  crew,  all  graduates  of  top 
universities  and  veterans  of  at  least 
five  years  in  the  executive  ranks 
of  large  companies.  Average  age: 
28.  The  group  included  managers 
with  Ishikawajima-Harima  Heavy 
Industries  Co.  (shipbuilding),  Mit- 
subishi Electric  Corp.  (electron- 
ics), Toyo  Menka  Kaisha  (tex- 
tiles), Yamaichi  Securities  (Japan's 
oldest  brokerage  firm),  Marubeni- 
Iida  Co.  and  C.  Itoh  Co.  (third- 
and  fourth-largest  trading  compa- 
nies), Fuji  Photo  Film  Co.  (films, 
papers  and  chemicals)  and  Japan's 
potent  Ministry  of  Finance. 

Forbes  asked:  "Docs  I  he  Japa- 
nese businessman  have  a  had  im- 
age abroad? 

Kazuo  Saito  ( Ishikawajima-Har- 
ima Heavy  Industries):  I  don't  think 
so.  Japanese  businessmen  are  very 
polite  in  the  manner  in  which  they 
conduct  themselves  in  negotiations 
and  respect  the  attitudes  and  opin- 
ions of  the  countries  they  deal  with. 

Ilinosm  Kanazaw  a  (Mitsubishi):  I 
agree,  but  1  think  it  is  important  to 


point  out  that  competition  among 
Japanese  companies  overseas  is 
very  fierce  and  often  foreigners 
misinterpret  this  as  aggressiveness 
against  them. 

Why  have  so  many  countries 
imposed  these  restrictions  on  Japa- 
nese products? 

Hideaki  Suzuki  (Toyo  Menka  Kai- 
sha): Racial  prejudice.  The  U.S., 
for  instance,  would  not  have  acted 
so  strongly  against  Japan  over  the 
textiles  matter  if  it  had  concerned 
imports  from  Western  Europe. 
Most  of  the  men  I  know  who  are 
studying  here  at  the  Institute  agree. 

Saito:  Some  responsibility  for 
whatever  "bad  image"  we  may 
have  abroad  must  be  shouldered 
by  President  Nixon.  The  continu- 
ing propaganda  barrages  against 
Japans  trade  and  economic  policies 
by  the  Nixon  Go%'ernment  have 
done  much  to  create  ill  feeling  to- 
ward Japan  in  the  world. 

Would  that  account  for  the  neg- 
active  reaction  among  Europeans? 
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Perkins  diesel  engines  under  license, 
to  enter  the  European  bus  market. 

The  same  basic  strategy  has  be- 
come apparent  in  the  home  electron- 
ics field.  The  Japanese  know  they  will 
be  stopped  if  they  further  threaten 
European  manufacturers  like  Philips — 
already   forced    to   produce   color-TV 


sets  in  Taiwan— or  Grundig  Electron- 
ics or  Pye  of  Cambridge  Ltd.  in  the 
mass  markets.  So  they  have  been 
steadily  upgrading  their  imports. 

For  example,  Tokyo  Shibaura  Elec- 
tric Co.,  Ltd.  Toshiba  sold  $20  mil- 
lion worth  of  its  products  in  Germany. 
These  have  included  things  like  cal- 
culators, radios  and  TV,  all  of  which 
are  produced  in  Germany  as  well. 
Toshiba  talks  of  doing  $50  million  a 
year  by  1975.  How?  Forbes  asked 
Takeshi  Okatomi,  a  Diisseldorf-based 
Toshiba  executive. 

"We  have  under  10%  of  the  Ger- 
man market,"  says  Okatomi.  Remark- 
able, however,  is  how  Toshiba  is 
moving  into  the  high-priced,  higher 
margin  equipment.  Two  years  ago  To- 
shiba offered  a  range  of  ten  radios  in 
Germany;  today,  two,  both  portables 
more  expensive  than  most  domesti- 
c-all) produced  and  high-prestige  Ger- 
man radios.  Says  Okatomi,  disarming- 
ly,  "We  cannot  compete  against  South 
Korea  and  Hong  Kong,  so  we  are 
moving  into  prestige  radios." 

Like  other  Japanese  firms,  Toshiba 
hopes  to  blend  more  with  the  land- 
scape in  the  future.  "Almost  all  Jap- 
anese firms  are  now  deeply  concerned 
about  the  markets  they  export  to," 
says  Okatomi,  "and  I  think  we  can 
export  without  trouble:  one,  through 
joint  ventures  with  Europeans,  two, 
by  selling  through  local  distributors." 


The  Japanese,  realizing  they  will  be 
limited  to  a  fairly  small  part  of  most 
markets,  are  therefore  looking  for 
new  markets.  They  look  longingly  at 
that  healthy  heavy-equipment  mar- 
ket, dominated  at  the  heaviest  end  by 
companies  like  Caterpillar  and  at  the 
lighter  end  by  Britain's  Lansing  Bag- 
nail  Electric  Forklifts— but  where  Ko- 
matsu,  Mitsubishi  and  Toyota  are  be- 
ginning to  make  headway.  And  the 
Japanese  sense  a  real  challenge  in  the 
European  computer  market,  where 
they  would  be  taking  on  not  native 
companies  but  Yankee  invader  IBM. 

Having  watched  what  happened  to 
major  U.S.  markets— autos  in  Califor- 
nia, color-TV  sets  everywhere— the 
Europeans  are  understandably  ner- 
vous. Having  been  upset  and  sur- 
prised by  the  vehemence  of  the  Amer- 
ican reaction  this  year,  the  Japanese 
are  cautious  and  diplomatic.  Says  Sa- 
buro  Iwai,  an  executive  of  giant  Nip- 
pon Steel:  "We  know  well  the  split 
opinions  against  Japan.  In  the  past 
Japanese  articles  were  produced  with 
a  very  speedy  growth  rate  for  export 
into  the  world  market.  We  are  now 
moderating  directly  our  export.  Ja- 
pan in  the  future  will  be  beloved." 

Slow  and  steady,  rather  than  fast 
and  furious,  will  be  the  name  of  the 
Japanese  game  in  Europe.  One  thing 
about  the  Japanese:  They  learn  from 
their  own  mistakes.   ■ 


Kiyoshi  Kawabe  (Yamaichi):  A 
lot  of  it  stems  from  a  misunder- 
standing of  the  nature  of  the  Jap- 
anese economy.  Many  Europeans 
have  been  mesmerized  by  the  dra- 
matic postwar  growth  of  Japan's 
economy  without  realizing  that  liv- 
ing standards  in  our  country  have 
failed  to  keep  pace  with  gross  na- 
tional product.  While  we  may  be 
No.  Two  in  the  Free  World  in 
GNP,  we  rank  only  just  ahead  of 
Italy,  or  16th  in  per  capita  income. 

Has  Japan  been  too  aggressive 
in  its  export  policy? 

Hideyuki  Hayashi  (Fuji  Photo): 
I  don't  think  so.  Westerners  must 
understand  that  Japan  is  an  island 
nation  and  is  forced  to  export  in 
order  to  buy  the  raw  materials  and 
goods  that  it  needs  to  survive.  In 
one  sense,  we  cannot  afford  to  give 
the  world  a  good  image.  We  are 
forced  by  circumstances  to  work 
hard  and  export.  Otherwise  we 
won't  be  able  to  get  along. 

Japan  protects  many  of  its  indus- 
tries against  foreign  capital  invest- 


ment. Doesn't  Japan  believe  in  free 
trade? 

Saito:  Free  competition  and  coop- 
eration between  Japan  and  the 
U.S.  is  essential.  But  I  think  it  is 
important  to  remember  that  Japan 
is  a  small  country  and  in  some  areas 
at  a  distinct  disadvantage  to  the 
U.S.  In  computers,  for  example,  a 
wholly  owned  subsidiary  of  an 
American  company  [IBM  World 
Trade]  has  already  captured  over 
60%  of  the  Japanese  market  for 
large-capacity  computers. 

As  businessmen,  do  you  find  it 
particularly  difficult  to  bridge  the 
East-West  "cultural  gap"? 

Hayashi:  I  sometimes  think  it  is 
more  of  a  problem  for  foreigners 
than  it  is  for  us  Japanese. 

Takao  Yoneyama  (C.  Itoh):  I 
agree.  We  spend  more  time  study- 
ing Westerners  than  they  do  study- 
ing us.  All  Japanese  study  English 
in  school,  but  how  many  Americans 
or  British  learn  Japanese  in  their 
schools?    Most    Western    business- 


men seem  intent  on  forcing  their 
attitudes  on  us  rather  than  trying 
to  understand  the  way  we  think 
or  do  business. 

Saito:  A  good  example  of  a  West- 
ern business  custom  forced  on  us  is 
the  cocktail  party.  Japanese  don't 
like  cocktail  parties  and  don't  like 
small  talk.  But  we  have  to  go  along 
with  it  because  this  is  how  busi- 
ness is  carried  on  in  the  West. 

Do  you  find  it  difficult  to  estab- 
lish a  personal  relationship  toith 
foreign  businessmen? 

Shoji  Takahasht  (Ministry  of  Fi- 
nance): Yes.  It  is  not  easy.  And 
sometimes  the  failure  of  the  Jap- 
anese businessman  to  mix  socially 
with  the  people  of  the  country  he 
is  in  gives  a  worse  impression  than 
any  business  policy. 

Do  you  think  your  government 
has  been  fair  in  its  treatment  of 
foreign  capital  and  products  enter- 
ing Japan? 

Suzuki:  Yes. 
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Look  Who's  Playing  with  Toy  si 

Some  of  the  nation's  largest  corporations.  They're  hop- 
ing to  raise  profit  margins.  They  could  come  a  cropper. 


Like  the  proud  father  who  buys  an 
expensive  set  of  electric  trains  as  a 
Christinas  present  for  his  son,  then 
spends  Christmas  Day  playing  with 
it  himself,  U.S.  industry  has  devel- 
oped a  passion  for  toys.  Several  of  the 
nation's  largest  food  companies  have 
gone  into  the  business  of  manufactur- 
ing toys— General  Mills,  Consolidated 
Foods,  Quaker  Oats,  Nabisco,  Gener- 
al Foods— and  they  are  not  alone. 
Even  Bethlehem  Steel  has  joined  the 
toy  parade. 

Meanwhile,  other  companies  have 
gone  into  merchandising  toys— House- 
hold Finance,  for  one;  W.R.  Grace, 
for  another. 

Unlike  the  proud  father,  they  are 
not  merely  playing.  Next  to  Mattel, 
Inc.  (sales  last  year:  $357.9  million). 
General  Mills  is  now  the  largest  toy 
manufacturer  in  the  U.S.  Through  its 
subsidiary,  Fisher-Price,  Quaker  Oats 
is  the  largest  manufacturer  of  pre- 
school toys,  like  Chubby  Cub,  the 
roll-a-long  bear,  and  the  Jiffy  Dump 
Truck.     W.R.     Grace     has     acquired 


F.A.O.  Schwartz,  the  nation's  most 
prestigious  toy  chain  (with  17  stores 
and  an  international  mail-order  busi- 
ness). Some  of  Schwartz's  toys  have 
price  tags  in  the  thousands  of  dollars. 
It's  enough  to  make  Barbie  blink  in 
bewilderment  and  to  stop  Snoopy  Snif- 
fer dead  in  his  tracks.  The  toy  mar- 
ket is  a  fairly  large  one  (manufactur- 
ers' sales  last  year:  $2.3  billion;  re- 
tail sales:  about  $3.5  billion),  but  it's 
a  market  shared  by  more  than  900 
companies,  the  vast  majority  of  them 
with  sales  well  below  $1  million.  Now, 
suddenly,  this  land  of  pygmies  has 
been  attacked  by  a  race  of  giants. 
General  Foods  alone  has  sales  equal  to 
those  of  all  the  900  independent  toy- 
makers  added  together. 

Profits  Plus  Fun 

Why  have  the  giants  gone  into  the 
business?  Naturally,  they  all  give  good 
Harvard  Business  School  reasons:  The 
toy  business  is  a  growth  business; 
from  1955  through  1970  it  grew  at 
the  rate  of  roughly  10fc  a  year.  Since 
putting  out  a  new  toy  requires  a  rela- 
tively small  investment  (as  compared 
with,  say,  putting  out  a  new  cereal), 
the  risks  involved  for  a  $l-billion  com- 
pany are  insignificant.  At  the  same 
time,  if  the  new  toy  catches  on,  the 
profits  can  be  enormous;  they  can 
make  the  bottom  line  glitter. 

Those  are  some  of  the  reasons  Beth- 
lehem Steel,  for  example,  gives  re- 
acquiring toymaker  Kusan,  Inc.  last 
February.  (Kusan  later  acquired 
Schaper  Mfg.  Co.,  which  makes  games 
as  well  as  toys.)  Says  Kusan  President 
William  McLain,  in  explaining  why 
Bethlehem  bought  his  company:  "The 
return  on  investment  in  toys  is  larger 
than  in  steel,  where  you  have  to  have 
a  tremendous  fixed  investment  in  or- 
der to  produce  profits.  So  an  invest- 
ment in  toys  can  be  a  much  better 
use  of  Bethlehem's  money  than  an 
equivalent  amount  invested  in  the 
business  they  are  in." 

The  food  companies  have  a  spe- 
cial reason  for  diversifying  into  toys: 
The  market  for  both  food  and  toys 
is  the  same— mothers  and  children. 
Among  the  major  outlets  for  toys, 
moreover,  are  the  supermarkets.  A 
mother  out  shopping  for  the  weekend 
may  spot  a  couple  of  toys  she  thinks 
her  children  will  like  and  buy  them 
along  with  the  meat  and  potatoes.  If 
she  brings  the  children  with  her,  they 
may  spot  them  and  start  clamoring, 
"Momma,   we  want."  There's  no  bet- 


22 


The  Profits  Soar,  Too.  By  far 

the  biggest-selling  toy  in  the 
U.S.  is  the  Frisbee.  It  costs 
pennies  to  make  and  sells,  by 
the  millions,  for  $2  or  $3.  For 
the  Frisbee  is  not  merely  a  toy 
but  a  social  phenomenon.  Sac- 
ramento State  College  gives 
a  one-credit  course  in  scaling 
Frisbees.  A  California  psy- 
chiatrist is  writing  a  book 
about  them.  Wham-O  Mfg. 
Co.,  the  sole  maker,  last  year 
earned  some  $4  million  on 
sales    of    about    $10    million. 


ter  salesman  than  a  clamoring  child. 

The  Harvard  Business  School  rea- 
sons aren't  the  only  reasons,  however, 
why  the  big  companies  have  been  ac- 
quiring toy  companies.  Let's  face  it: 
No  matter  how  bald  the  pate  or  how 
big  the  paunch,  the  average  Ameri- 
can male  is  a  kid  at  heart.  The  men 
who  run  the  nation's  major  corpora- 
tions aren't  much  different  in  that  re- 
spect from  the  proud  father  who  plays 
with  the  electric  train  he  bought  for 
his  son.  Consider  the  story  of  how 
General  Mills  got  into  the  toy  busi- 
ness without  planning  to. 

Back  in  the  1960s,  General  Mills 
set  up  a  team  of  young  executives, 
headed  by  Craig  A.  Nalen,  to  investi- 
gate possible  areas  of  diversification. 
Just    about   then,    the   company's   re- 
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Danger.'  FDA  has  a  committee 
(aboveJ  to  check  toys  for  haz- 
ards Example:  The  walker-jump- 
er (right)  may  cause  injury  to 
infants  whose  fingers  get  caught 
in  the  X-ing  action  of  the  frame. 


searchers  came  up  with   a   new    snack 

food,  tidbits  of  various  shapes,  sizes 
and  colors  that  looked  tempting  on  a 
tray.  Unfortunately,  when  the)  go! 
moist,  the)  stuck  together. 

This    <_M\i      Nairn's    team    .in    idea: 

\\'h\    not  peddle  the  snack   food  as  a 

Since  the  tidbits  stuck  together, 

children  could  build  things  with  them. 

General  Mills  named  the  product  Liki- 

k  and  went  into  the  toy  market. 

Likity  Stik  didn't  sell  and  General 
Mills  finally  abandoned  it.  but  this 
venture  into  to\s,  sa\s  Nalen,  "gen- 
erated SO  much  enthusiasm  tor  toys 
and  games  that  we  bought  Rainbow 
Crafts."  (Rainbow  ('raits  produces  a 
modeling  compound  known  as  Play- 
Doh.)  "I  think.'"  sa\s  Nalen.  who  is 
now  vice  president  and  general  man- 
ager of  General  Mills'  Craft,  Game  & 
Toy  division,  "that  it  probably  gen- 
erated more  enthusiasm  than  was  war- 
ranted; grown  executives  can  get  ex- 
cited about  toys,  too." 

Whether  warranted  or  not.  General 

Mills  ended  up  with  hall  a  do/en 
craft,  game  and  toy  companies,  in- 
cluding Model  Products.  Craft  Mas- 
ter, Kenner  Products  and  Parker  Bros., 
the  company  that  makes  the  game  of 
Monopoly.  (Total  sales  of  the  Craft, 
Game  &  Toy  division  last  year  came 
to  SI 26.6  million.) 

So  far,  the  results  from  diversifica- 
tion into  toys  have  been  mixed.  Since 
Quaker  Oats  bought  it  late  in  1969 
Fisher-Price's  sales  have  risen  from 
$32.4  million  to  about  $80  million 
this  year,  a  phenomenal  40?  a  year  as 
compared  with  the  industry  average  of  . 
10?.  Whether  profits  have  kept  pace 
is  another  question.  Neither  Quaker 
Oats  nor  Fisher-Price  will  discuss  it, 
but   rival   toymakers   are   inclined   to 
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believe  they  have.  Fisher-Price  manu- 
factures a  line  of  toys  known  in  the 
trade  as  "staples."  These  are  toys  that 
never  go  out  of  fashion  and  which, 
therefore,  do  not  require  expensive 
television  promotion  as  do  such  prod- 
ucts as  Dawn,  Smarty  Pants  and  Ants 
in  the  Pants. 

In  contrast,  General  Mills'  experi- 
ence with  toys  has  been  dismal.  Since 
1967  the  company's  toy  sales  have 
risen  from  $30.7  million  to  last  year's 
$126.6  million,  from  4.2?  of  total 
sales  to  11.3%.  However,  earnings,  af- 
ter reaching  $10  million  in  1969,  have 
dropped  to  $1.4  million,  from  9.6%  of 
total  profits  to  1.1?. 

General  Mills  recently  reorganized 
its  Craft,  Game  &  Toy  division. 
Among  other  things,  it  merged  Model 
Products  and  Craft  Master.  It  also 
hired  Bernard  Loomis  from  Mattel  to 
replace  Robert  L.  Steiner  as  Kenner's 
president  and  chief  executive  officer. 
According  to  industry'  sources,  Ken- 
ner, the  key  General  Mills  toy  com- 
pany, has  been  a  disaster  area. 

A  Style  Business 

What  happened  to  General  Mills 
illustrates  a  fact  that  few  of  the  com- 
panies that  have  plunged  into  the  toy 
business  appreciated  when  they  did 
so:  In  the  words  of  Ruth  Handler, 
president  of"  Mattel,  "It  requires  a 
highly  skilled  management  of  a  type 
different  from  the  kind  the  big  indus- 
tries need."  To  begin  with,  except  for 
the  staples,  "it's  a  style  business."  One 
year  everybody  is  playing  with  Hula 
Hoops;  the  next— well,  when  did  you 
last  see  a  Hula  Hoop?  At  one  time, 
Batman  toys  were  such  a  rage  that, 
says  Frank  Cavitt,  public  relations  di- 
rector of  the  Toy  Manufacturers  of 
America,  "if  you  didn't  have  a  couple 
of  Batman  toys  in  your  line,  you  were 
dead;  no  buyer  would  talk  to  you. 
Manufacturers  were  taking  things 
like  toy  telephones  and  slapping  la- 
bels on  them,  'Batphone.'  It  was  the 
only  way  they  could  sell  them."  And 
when  did  you  last  see  a  Batman  toy? 

In  this  respect,  of  course,  the  toy 
business  is  something  like  the  cloak- 
and-suit  business,  but  with  complica- 
tions. Women  buy  clothes  the  year 
round;  the  dress  that  doesn't  sell  in 
November  can  usually  be  moved  dur- 
ing the  post-Christmas  sales.  The  toy 
that  doesn't  sell  in  November  is  going 
to  gather  dust  for  the  next  12  months, 
if  not  forever;  close  to  55%  of  all  toys 
sold  in  the  U.S.  are  sold  in  the  eight 
weeks  before  Christmas. 

Another  complication:  Toys  are 
made  from  a  variety  of  materials- 
plastic,  steel,  rubber,  cloth,  wood. 
Each  new  product  requires  a  differ- 
ent technology. 

Mrs.  Handler  believes  the  big  com- 
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it  have  acquired  toy  com- 
s  are  "in  for  a  period  of  painful 
readjustment."  However,  she  also  be- 
that,  once  they  learn  the  busi- 
they  will  do  well.  They  are  more 
profit-minded  than  most  of  the  com- 
panies in  the  toy  business,  she  says. 
"Most  toy  companies  don't  really 
think  in  terms  of  profits;  they  just 
want  to  make  a  living." 

This  year  a  great  many  of  them 
won't  make  a  living— and  that  in- 
cludes Mattel,  which  went  into  the 
red  in  the  third  quarter  and  probably 
will  greet  the  New  Year  in  the  red. 
One  of  the  oldest  names  in  the  busi- 
ness, Remco  Inds.,  actually  had  to  file 
a  petition  in  bankruptcy  last  January 
(it  lias  since  been  discharged),  and 
others  are  in  bad  shape. 

By  and  large,  the  only  toymakers 
that  have  done  well  are  those  which 
manufacture  staples  for  preschool  chil- 
dren, like  Fisher-Price  and  Playskool, 
a  division  of  Milton  Bradley.  Says  Har- 
old R.  Kamp,  manager  of  toy  buying 
for  the  Ben  Franklin  Stores,  a  chain 
of  2,200  voluntary  variety  stores 
owned  by  Household  Finance:  "There 
is  no  question  about  the  fact  that 
educational  toys  are  selling  now.  The 
educational  preschool  area,  the  chal- 
lenge type  of  toy.  Consumers  are  buy- 
ing these  as  much  as  anything  else  if 
the  value  is  right." 

However,  not  all  manufacturers  of 
preschool  educational  toys  are  profit- 
ing from  this.  According  to  merchan- 
disers, Creative  Playthings,  a  division 
of  the  Columbia  Broadcasting  Sys- 
tem, has  been  meeting  consumer  re- 
sistance. The  toys,  they  say,  are  en- 
tirely too  educational.  "There's  not 
enough  play  in  them." 

There  has  also  been  a  pickup  in 
electric  trains,  which  for  years  hardly 


moved  at  all.  And  battery-propelled 
cars,  large  enough  for  a  cbild  to  sit 
in,  are  doing  well,  too. 

Aside  from  this,  the  picture  is  all 
grays  and  blacks.  After  years  of 
steady  growth,  the  toy  business  this 
year  suddenly  flattened  out.  Accord- 
ing to  TMA's  Gavitt,  sales  this  year 
probably  will  be  just  about  the  same 
as  last  year.  Elliot  Handler,  chairman 


of  Mattel,  says:  "Our  sales  may  be  a 
little  below." 

Toymakers  offer  a  variety  of  rea- 
sons why  this  has  been  such  a  bad 
year  for  most  of  them:  the  recession, 
above  all,  and  the  West  and  East 
Coast  dock  strikes.  The  strikes  un- 
questionably have  been  deadly.  Not 
only  are  many  of  the  toys  sold  in  the 
U.S.  imports  from  Europe  and  the 
Far  East;  even  more  important,  many 
are  made  of  imported  components  or 
imported  tools  and  dies.  Just  how 
many  nobody  can  say  for  certain,  but 
Raymond  S.  Reed,  president  of  F.A.O. 
Schwartz,  believes  that  "90%  of  the 
toys  sold  in  the  U.S.  are  imports  or 
made  from  imported  components  or 
imported  tools  and  dies.  Oh,  I 
shouldn't  say  that.  I'm  just  guessing. 
It  may  be  less;  but  I  am  sure  it's  a 
high  percentage." 

The  strikes  forced  the  U.S.  toy- 
makers  to  curtail  production.  Mattel, 
which  relies  to  a  great  extent  on  Ja- 
pan, Hong  Kong  and  Taiwan  to  keep 
its  assembly  lines  going,  was  hit  par- 
ticularly hard. 

Coupled  with  this  has  been  a  great 
reluctance  on  the  part  of  merchandis- 
ers to  buy.  Last  year,  both  the  man- 
ufacturers and  the  merchandisers 
greatly  overestimated  the  Christmas 
market.  They  had  become  so  used  to 
thinking  of  the  toy  market  as  a  growth 
market,  they  simply  assumed  that 
Christmas  1970  would  be  appreciably 
better  than  Christmas  1969.  It  wasn't, 
and  the  merchandisers  were  left  with 
huge  inventories. 

The  final  blow  was  a  sudden  drop 
in  the  sales  of  the  so-called  "TV  toys." 
These  are  toys  heavily  advertised  on 
television,  notably  die-cast  cars  like 
Mattel's  Hot  Wheels  and  Topper 
Corp.'s  Johnny  Lightning  and  expen- 


On  The  Picket  Line.  Nabisco  said  the  protests  weren't  the  reason,  but  it  stopped  making  Monster  Scenes. 
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'Leasing  is  growing  15%  a  Year. 
And  we're  growing  with  it/' 


The  leasing  of  capital 
equipment  is  a  $2.5  billion 
business.  And  it's  growing 
every  year.  Over  the  next 
four  years,  it's  estimated  that 
20%  of  the  $75  billion  worth 
of  new  capital  equipment 
needed  by  manufacturers 
will  be  leased. 

Fruehauf  Corporation 
is  in  an  excellent  position 
to  benefit  from  this  trend. 
In  addition  to  selling  our 
products  on  a  cash  purchase 
basis,  we  also  make  them 
available  through  installment 
contracts.  And  a  variety  of 
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lease  arrangements. 

And  through  our 
RenTco  Division,  you  can  rent 


our  truck  trailers  by  the  day, 
week,  month  or  year.  In 
effect,  you  can  let  us  buy 
your  trailers  for  you— on  any 
basis  that  best  suits  your 
needs. 

1  n  1969  we  added 
$50  million  in  equipment  to 
our  lease/rental  fleet. 
If  you  would  like  to  know  more 
about  our  leasing  activities 
write  Fruehauf  Corporation, 
10900  Harper,  Detroit, 
Mich.  48232. 

Fruehauf. 

A  company  building  for  the 

70's  through  Total  Transportation, 
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sive  dolls  like  Barbie.  As  Ruth  Han- 
dler says,  the  toy  business  "is  a  style 
business."  And  though  neither  the  die- 
cast  cars  nor  expensive  dolls  went 
completely  out  of  style,  the  drop  in 
sales  was  a  precipitous  one.  (Mattel 
recently  introduced  a  cheaper,  sun- 
tanned Barbie  doll  called  Malibu  Bar- 
bie in  order  to  recoup. ) 

Still  optimistic,  the  toymakers  be- 
lieve that  next  year  the  business  will 
resume  its  growth.  Some  security  an- 
alysts agree,  notably  William  D. 
Schwartz,  a  vice  president  of  Burn- 
ham  &  Co.  (Schwartz  is  perennially 
bullish  on  Mattel;  he  was  bullish  last 
year,  and  the  stock  dropped  from  the 
50s  to  the  20s.) 

The  reasoning  is  that  Christmas 
buying  this  year  will  eat  up  the  in- 
ventories that  merchandisers  accumu- 
lated because  Christmas  buying  last 
year  didn't  meet  expectations.  When 
the  TMA's  annual  Toy  Fair  opens  in 
New  York  in  March,  the  optimists 
reason,  the  merchandisers  will  have  to 
buy  heavily  in  order  to  replenish  their 
inventories.  In  addition,  in  years  past, 
people  have  been  spending  more  and 
more  on  toys.  In  1969  the  average 
yearly  expenditure  for  children  under 
15  was  $49.50;  in  1969,  $55,  an  11.1% 
increase;  in  1970,  $60.55,  a  10.9%  in- 
crease. Some  of  this  was  inflation,  but 
not  all.  The  optimists  believe  the 
trend  will  continue. 

Maybe  so,  but  the  optimists  have 
been  wrong  before  (vide  Schwartz). 
There  are  some  minus  factors  in  the 


outlook.  For  one  thing,  during  the 
years  of  the  great  toy  boom,  the  popu- 
lation under  15  was  growing,  too.  It's 
now  declining.  In  1968,  the  popula- 
tion under  15  was  58.5  million;  in 
1969,  58  million;  in  1970,  57.8  mil- 
lion. The  decline  is  bound  to  continue 
for  quite  a  few  years.  Granted,  it's 
not  much  of  a  decline,  but  the  fact 
remains.:  The  market  is  not  expanding 
the  way  it  was. 

Even  more  ominous  is  the  growth 
of-  consumerism.  There  is  a  Boston 
lawyer,  Edward  M.  Swartz,  who  has 
become  just  as  much  a  thorn  in  the 
side  of  the  toy  industry  as  Ralph  Na- 
der in  the  auto  industry.  His  book, 
Toys  That  Don't  Care,  has  caused  as 
much  trouble  for  the  nation's  toy- 
makers  as  Unsafe  at  Any  Speed  did 
for  the  automakers. 

In  essence,  Swartz's  complaint  is 
this:  1)  Many  of  the  toys  now  on  the 
market  are  so  poorly  made  they  will 
come  apart  while  a  child  is  playing 
with  them;  2)  when  they  do,  they 
can  cause  injury  to  children;  3)  some 
toys  are  destructive  psychologically, 
they  teach  children  to  relish  violence, 
torture  and  other  antisocial  acts.  (In 
his  book  Swartz  has  an  illustration  of 
a  toy  called  "Hypo-Phony"  which 
"fakes  hypo  shots";  he  comments: 
"Have  a  simulated  fix.") 

Swartz'  crusade  has  been  highly 
publicized  (by  Mike  Wallace  and 
Life  magazine,  among  others)  and  it 
has  resulted  in  a  full-fledged  consum- 
er movement  directed  at  the  toy  in- 


A    Bomb,   A   Bonanza.  The 

bomb  was  General  Mills'  Lik- 
ity-Siik.  A  creative  toy  for 
tots,  theoretically  it  should 
have  sold,  but  it  didn't.  The 
bonanza:  the  Sesame  Street 
line  of  educational  playthings 
made  by  Educational  Toys, 
Inc.  Of  course,  the  populari- 
ty  of   the   TV   show    helped. 
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Amfac  is  sugar  for  70  billion 

cups  of  coffee... 


Taking  a  break  from  the  everyday 
world  is  one  of  life's  little  plea- 
sures. We  do  our  best  to  sweeten  it 
for  you. 

Amfac's  five  Hawaii  sugar  compa- 
nies produce  more  than  300,000 
tons  of  sugar  annually.  ..enough 
for  some  70  billion  cups  of  coffee. 

We  try  to  sweeten  our  share- 
owners'  lives,  too.  Last  year,  for 
example,  our  revenues  rose  34  per- 
cent to  $407, 985, 000... our  net  25 
percent  to  $14,160,000. 

Sugar  gave  us  our  start  120  years 


of  prudent  management.  Over  the 
years,  Amfac  has  come  to  mean 
many  things.  Land  Management. 
Hotels.  Resorts.  Fashion.  Financial 
Services.  But  all  have  evolved  nat- 
urally. Each  is  linked  in  skills  and 
services  to  the  others. 

All  we've  learned  about  sugar  helps 
our  agricultural  operations  in  Aus- 
tralia and  in  the  Northwest.  When 
we  acquired  Lamb-Weston,  pro- 
ducers of  frozen  potatoes,  our 
C&H  brand  sugar  was  already 
familiar  in  11  western  states. 


boost  ...  from  our  Hospitality 
Group's  know-how  in  the  food 
service  industry... to  help  expand 
its  markets  in  frozen  french  fries. 

Logical  growth  builds  a  sound 
structure,  but  there's  something 
else,  too.  When  you  grow  up  on  an 
island,  where  everyone  is  just 
down  the  road,  you  develop  a  built- 
in  concern  with  qualityand  service. 
A  management  attitude  we've 
never  lost. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.C,  P.O. 


ago,  helped  us  build  a  solid  base     Lamb-Weston  will  get  still  another     Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


Retallin 


A  family  of  enterprises  enhancing  people  and  places. 
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Copper.  Aluminum  Uand Alloy  Products 


CHICAGO 
PHELPS  DODGE 

Our  busiest  inland  port.  Manufacturing  and  financial  capital 
of  the  U.S.  heartland.  Phelps  Dodge  city. 


Founded  on  a  swamp.  Reborn  in  a  holocaust.  Today,  old 
Fort  Dearborn  is  flourishing  as  never  before. 

From  Grant  Park  to  the  surrounding  suburbs,  through- 
out the  new  Civic  Center... everywhere  in  Chicago  Phelps 
Dodge  products  are  at  work.  Our  magnet  wires,  and  copper 
and  alloy  mill  products,  for  example,  are  used  by  electrical 


apparatus  manufacturers.  Our  copper  pipe  and  tubing 
carry  gas  and  water.  Our  high-  and  low-voltage  cables 
distribute  electrical  power. 

You  can't  always  see  us,  but  our  experience  and  hun- 
dreds of  copper,  aluminum  and  alloy  products  are  at  work 
wherever  you  go... in  Chicago... all  across  the  country. 

Chicago. ..by  Willy  Mucha 
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dustry.  One  of  the  results  has  been 
to  force  the  Department  of  Health, 
Education  &  Welfare  to  establish  a 
Bureau  of  Product  Safety  to  enforce 
the  Child  Protection  &  Toy  Safety  Act 
of  1969  (which  went  into  effect  in 
1970).  At  last  count,  the  bureau  had 
banned  five  different  types  of  toys  (in- 
cluding clacker  balls,  which  had 
caused  many  injuries)  as  well  as 
187  indi%idual  toy  products.  In  the 
meantime,  the  Toy  Manufacturers  of 
America  has  retained  Arthur  D.  Little 
to  help  it  set  up  safety  standards  of 
its  own. 

The  Federal  Trade  Commission  lias 
also  been  cracking  down  on  the  toy- 
makers  for  misleading  advertising  on 
tele\  ision.  Among  those  cited  by  the 
FTC:  Mattel  and  Topper.  A  consum- 
er organization,  ACT  (for  Action  for 
Children's  Television)  has  been  agi- 
tating for  a  ban  on  all  TV  advertis- 
ing directed  toward  youngsters.  In 
testimony  before  the  FTC  in  behalf 
of  ACT,  Evelyn  Sorsen,  the  organiza- 
tion's president,  argued:  "In  the  case 
of  children's  advertising,  the  purpose 
is  to  use  the  child  as  a  surrogate  s.iii  s- 
man  to  pressure  the  parent  into  buy- 
ing the  product.  This  is  unfair  to  the 
child  and  parent  and  can  be  damag- 
ing to  the  parent-child  relationship." 

"They're  Torture  Kifs" 

Organized  campaigns  have  been 
launched  against  specific  toys  and 
games.  Recently,  for  example,  a  group 
ol  women  representing  the  National 
Organization  of  Women,  Parents  for 
Responsibility    in    the    Toy    Industry 


For  generations  war  toys  were 
a  staple.  There  is  hardly  a  man 
alive  who  did  not  as  a  child  play 
with  toy  soldiers,  toy  guns,  tanks, 
battleships.  In  1965,  the  year  the 
war  in  Vietnam  started  escalating. 
a  strange  thing  happened:  Sales  of 
war  toys  went  into  a  sudden  de- 
cline. They  have  been  declining 
steadily  ever  since  until,  says  Frank 
Gavitt,  public  relations  director  <>l 
the  Toy  Manufacturers  of  Ameri- 
ca, "you  can  hardly  give  them 
away  light  now." 

"Our  sales  of  war  toys  are  down 
to  zero,"  reports  Raymond  S.  Reed, 
president  of  F.A.O.  Schwartz. 
"War  toys  have  practically  disap- 
peared," adds  Harold  R.  Kamp. 
manager  of  toy  buying  for  the  Ben 
Franklin  Stores. 

No  one  has  any  doubt  about 
why  this  happened.  It's  clearly  a 
reflection  of  the  growing  oppose 
tion  to  U.S.  participation  in  the 
Vietnam  war. 


and  Women's  Strike  for  Peace  pick- 
eted the  headquarters  of  Nabisco  in 
New  York.  They  were  protesting  a 
series  of  toys  put  out  by  the  com- 
pany's  toy   subsidiary,   Aurora   Prod- 

Who  Needs  Gallup  or  Harris? 

The  kind  of  toys  people  buy  fre- 
quently reflects  what  they  are 
thinking.  At  the  moment,  sales  of 
die-cast  cars  are  down,  sales  of 
electric  trains  up.  In  part,  say  mer- 
chandisers,  this  is  because  "we're 


ucts,  called  Monster  Scenes.  "If  you 
really  look  at  them,  you'll  see  they're 
torture  kits,"  said  Mrs.  Victoria  Reiss, 
chairman  of  Parents  for  Responsibility 
in  the  Toy  Industry.  Nine  days  later, 
Nabisco  announced  that  it  was  axing 
the  Monster  Scenes. 

The  toymakers  believe  this  agita- 
tion is  unfair  and  they  say  it  hasn't 
been  having  much  effect  on  sales,  but 
merchandisers  sing  a  different  tune. 
At  the  very  least,  they  declare,  it  has 
put  a  damper  on  impulse  buying. 
Many  parents,  particularly  the  young- 
er, better-educated  ones  (who  are 
also  the  more  affluent)  no  longer  buy 
anything  that  suits  their  fancy;  they 
first  want  to  make  sure  it's  durable 
and  safe— psychologically  as  well  as 
physically. 

The  merchandisers  report  that  TV 
toy  sales  have  been  especially  af- 
fected. Most  toys  advertised  on  TV 
(although  not  all)  are  relatively  in- 
expensive and  are  not  particularly 
well  made.  Nor  has  the  growing  real- 
ization that  sometimes  the  ads  are 
misleading  helped. 

It's  not  unlikely  that,  even  if  the 
toy  industry  resumes  its  growth,  buy- 
ing patterns  will  shift  away  from  TV 
toys  to  staples,  to  more  durable  toys, 
to  less  complicated  toys  (since  com- 
plicated toys  are  more  likely  to  break 
down),  to  educational  toys.  In  that 
case,  some  of  the  companies  that  went 
into  the  toy  business  will  find  they 
made  the  wrong  acquisitions.  For  big 
business,  playing  with  toys  may  prove 
to  be  like  playing  with  fire;  they  may 
get  burned.  ■ 
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living  in  a  time  of  nostalgia."  In 
part,  it's  a  result  of  the  growing 
feeling  against  automobiles  and 
the  increasing  interest  in  mass 
transit,  including  commuter  trains. 
"Amtrak  gave  sales  of  electric 
trains  a  boost,"  says  Edwin  S.  Fox, 
senior  vice  president  for  merchan- 
dising for  F.A.O.  Schwartz. 

There  are  no  hero  toys  on  the 
market.  "This  is  the  age  of  the 
nonhero,"  the  merchandisers  point 
out.  "Look  at  the  novels  being  pub- 
lished today,  the  movies,  Broad- 
way." (There  will  be  hero  toys 
next  year— sports  heroes. ) 

Perhaps  the  classic  example  of 
how  closely  sales  are  geared  to 
social  conditions  is  the  success  of 
Monopoly.  Parker  Bros,  put  out 
this  game  in  the  middle  of  the  De- 
pression. In  those  days,  people  had 
no  real  money  to  play  with— but 
they  could  pretend,  couldn't  they? 
Because  they  could  and  did,  Monop- 
oly became  an  instant  success. 
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The  Brash  Challenger  and  the  Angry  Giant 

The  Georgia-Pacific  vs.  Weyerhaeuser  race  heats  up. 


"Sales  are  the  key  to  everything,"  says 
Robert  B.  Pamplin,  Georgia-Pacific's 
chairman  and  chief  executive  officer. 
"Without  them  you  haven't  got  any- 
thing in  this  dog-eat-dog  business." 

At  G-P's  Portland,  Ore.  headquar- 
ters, Pamplin's  words  may  well  be 
carved  in  mahogany.  Earlier  this  year, 
44  years  after  it  was  founded  by 
Owen  Cheatham,  G-P  became  No. 
One  (sales)  in  the  timber  industry. 
(Larger  competitors,  like  Internation- 
al Paper,  concentrate  on  other  forest 
products,  such  as  pulp  and  paper. ) 

Cheatham  did  not  live  to  celebrate 
G-P's  triumph.  He  died  last  year.  But 
the  company  has  long  been  led  by 
Pamplin,  a  Virginia-born  accountant. 
To  the  rest  of  the  timber  trade,  Cheat- 
ham and  Pamplin  were  always  a  pair 
of  mavericks  who  forced  their  way  to 
the  top  by  breaking  nearly  every  con- 
vention in  the  industry's  book.  To 
Weyerhaeuser,  the  company  it  caught 
up  with,  G-P's  rise  was  particularly 
galling.  Only  a  decade  ago  G-P,  still 
emerging  from  its  origins  as  a  small 
southern  lumber  wholesaler,  was 
booking  little  more  than  50  cents  of 
sales  for  each  dollar  taken  in  by  Wey- 
erhaeuser. This  year  G-P  will  report 
sales  of  some  $1.4  billion,  about  the 
same  as  Weyerhaeuser. 

To  get  this  growth,  Georgia-Pacific 
took  risks.  It  borrowed  heavily  from 
banks  and  insurance  companies  at  a 
time  when  Weyerhaeuser  had  no  long- 
term  debt.  Acquisitions  were  a  key 
element  in  G-P's  corporate  growth 
strategy,  unlike  Weyerhaeuser's.  And 
it  got  in  trouble  with  the  Securities  & 
Exchange  Commission  for  allegedly 
pushing  up  the  price  of  its  own  stock 
through  purchases  for  the  Employees 
Stock  Bonus  Plan. 

Even  worse,  in  the  conservative  eyes 
of  competitors,  were  G-P's  tactics  in 
the  forest.  "They  bootstrapped  their 
way  up  by  buying  timberland  whole- 
sale and  then  selling  off  chunks  to  cov- 
er their  costs,"  says  a  Weyerhaeuser 
executive  with  some  contempt. 

Success  generated  resentment.  For 
example,  when  the  Crossett  Co.  want- 
ed to  sell  its  560,000  acres  of  southern 
at  Crossett,  Ark.,  it  approached 
her  firms,  never  offering  the  land 
to  G-P.  But  G-P  got  the  land  anyway. 
Blyt  !k  Co.,  the  New  York  investment 
banking  use,  negotiated  with  a  trust 
to  sell  its  !  holding  to  G-P,  with  the 
promise  i   price  if  G-P  could 

eventuall;,  e         ..  ,-,  more  of  the  land. 

The   Cros  ;]    cost   G-P   $127 

million,  at  a  tii  i    cs  profits  were 

falling.  "Sure,  it  was  a  heck  of  a  gam- 
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ble.  I  guess  a  lot  of  outsiders  would 
have  been  pleased  to  see  us  go  broke 
because  we  were  stepping  on  their 
toes,"  says  Pamplin.  Far  from  backing 
off,  G-P  borrowed  more  money  and 
built  Crossett  into  what  Pamplin  says 
is  probably  the  largest  forest  products 
complex  in  the  world. 

However,  life  in  the  forest  is  begin- 
ning to  look  tougher.  Giant  Weyer- 
haeuser, its  pride  hurt  by  the  loss  of 
sales  leadership,  is  stirring  itself. 

How?  By  using  the  very  methods 
that  it  once  shunned  and  that  took 
G-P  to  the  top  slot.  It  has  gone  deeply 
into  debt  (from  nothing  in  1963  to 
$524  million  this  year)  to  finance  new 
plants  and  buy  timberland.  Its  larg- 
est timberland  purchase,  the  1.8  mil- 
lion acres  bought  from  Dierks  For- 
ests, Inc.  in  Arkansas,  has  thrust  it 
deep  into  the  southern  pine  market. 

Also,  it  has  substantially  increased 


-  1,200 


■  1,000 


-*  800 


-Q  600 


-2  400 


-^  200 


GIANT  RACE 
SALES 


1961 


1970 


In  sales  Georgia-Pacific  has  now 
closed  the  gap  with  Weyerhaeu- 
ser. In  profits  it  still  has  a  long 
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the  rate  at  which  it  harvests  its  tim- 
berlands.  "We  have  changed  from  a 
biological  to  a  financial  basis  for  man- 
aging our  forests,"  says  Vice  Presi- 
dent C.  Calvert  Knudsen. 

In  plain  English,  this  means  that 
Weyerhaeuser  will  henceforth  be  har- 
vesting trees  faster  than  new  ones  nor- 
mally will  grow.  It  will  count  on  new- 
er seeding  methods  to  prevent  the  de- 
pletion of  its  timberlands.  (The  old 
method  involved  scattering  seeds  on 
cutover  areas;  the  new  method  gives 
nature  a  headstart  by  transplanting 
two-  and  three-year-old  trees.  The 
gamble  is  that  the  faster  rate  of  har- 
vesting will  more  than  pay  for  the 
higher  cost  of  reforestation.) 

Nor  does  Weyerhaeuser  intend  to 
live  by  trees  alone.  George  H.  Wey- 
erhaeuser, 45,  a  fourth-generation 
member  of  the  founding  family,  be- 
came president  and  chief  executive 
in  1966.  Since  then  the  company  has 
begun  diversifying  by  acquisition. 
However,  instead  of  buying  companies 
in  the  building  materials  business,  as 
G-P  did  with  Bestwall  Gypsum  Co., 
Weyerhaeuser  is  building  houses  and 
supplying  mortgages. 

Didn't  Boise  Cascade,  another  for- 
est-rich company,  lose  a  bundle  by 
building  houses?  "I  like  to  think  we 
have  learned  from  the  experience  of 
others,"  says  Knudsen.  So  far,  the 
numbers  are  proving  him  right.  Wey- 
erhaeuser's unconsolidated  shelter 
subsidiary  should  report  approximate- 
ly $20  million  in  pretax  profit  on  more 
than  $100  million  in  sales  this  year. 

Weyerhaeuser  also  is  seeking  a  ba- 
sic industry  like  mining  or  chemicals 
where  it  can  put  part  of  its  annual 
cash  flow  of  over  $200  million. 

In  this  stepped-up  straggle  for  first 
place,  Georgia-Pacific  still  labors  un- 
der a  big  disadvantage.  Even  though  its 
12.1%  return  on  stockholders'  equity 
in  the  latest  12  months  was  much  bet- 
ter than  Weyerhaeuser's  9.5%,  its  total 
profit  was  just  under  $80  million  last 
year,  vs.  Weyerhaeuser's  $124  million. 
Of  the  two,  Georgia-Pacific  may  be 
growing  faster,  but  Weyerhaeuser  still 
has  the  bigger  muscle. 

But  the  biggest  problem  that  G-P 
now  faces  also  threatens  Weyerhaeu- 
ser. The  Federal  Trade  Commission  is 
scheduled  to  examine  a  charge  that 
G-P  has  created  a  monopoly  in  soft- 
wood plywood  in  the  South.  If  G-P 
loses,  it  may  have  to  sell  eight  plants 
and  part  of  its  southern  timber.  "I 
don't  see  how  they  can  win,  but  if  they 
do,  they'll  liquidate  us  out  of  busi- 
ness," says  Pamplin.  And  if  G-P  comes 
under  antitrust  attack,  Weyerhaeuser 
can't  count  on  getting  off  scot-free. 

It's  the  old  story:  Now  it  has  gotten       ' 
to  the  top,  Georgia-Pacific  faces  the 
equally  tough  task  of  staying  there.  ■         i 
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THIS  LITTLE  MONARCH  PRICE  TAG 

CAN  TELL  YOU  HOW  TO  CHOOSE 

YOUR  NEW  ELECTRONIC 

POINT-OF-SALE  REGISTER  SYSTEM. 

This  tag  was  made  for  a  machine  to  read. 

In  one  blink  of  an  electronic  eye,  the  sale  will  be  recorded,  the  inventory  control 

records  updated,  the  customer  receipt  printed. 

But  this  tag  was  also  designed  to  answer  completely  the  retailer's  many  tag  problems. 

To  begin  with,  it  cuts  all  kinds  of  costs.  Since  it's  a  simple  black-and-white  bar  tag, 
it's  cheaper  to  produce  than  other  machine  readable  tags.  Cheaper  too,  than  most  of 
the  punched-hole  tags  you  may  now  be  using.  And  though  it's  not  actually  less 
expensive  than  regular  tags,  it  certainly  doesn't  cost  any  more,  since  it  can  be  easily 
printed  on  the  same  standard  paper  stocks. 

And  while  we're  on  printing,  here's  a  big  economy  factor  for  any  retailer  with  several 
outlets  to  consider.  Our  tag-marking  machine  costs  1/5  the  price  of  the 
competition's.  That  could  be  a  major  capital  saving  right  there.  (Incidentally,  the 
same  machine  of  ours  does  a  good  job  on  re-marking.) 

If  you  want  your  products  marked  at  the  source,  your  suppliers  will  find  our  tag  the 
easiest  to  work  with.  It  can  even  be  incorporated  into  the  original  package  design. 

This  practical  contribution  to  the  retail  revolution  is  a  product  of  Monarch  Marking 
Systems,  one  of  the  Pitney  Bowes  Retail  Systems  companies  and  a  leading  supplier 
of  tags  and  labels  for  the  retail  field  for  more  than  80  years.  The  electronic  scanner 
that  can  best  read  it  and  work  with  it,  was  developed  by  Monarch  and  Pitney  Bowes- 
Alpex.  Pitney  Bowes-Alpex?  The  people  who  have  invented  the  point-of-sale 
register  system  that's  currently  running  away  with  all  the  orders. 

For  more  about  Pitney  Bowes,  Monarch,  and  Pitney  Bowes-Alpex,  please  get  in  touch 
with  Mr.  Fred  Allen,  President,  Pitney  Bowes,  Walnut  and  Pacific  Streets,  Stamford, 
Conn.  06904,  Phone  (203)  356-6479. 


IL 

=  Pitney  Bowes 

RETAIL  SYSTEMS 


Pitney  Bowes-Alpex 
Monarch  Marking  Systems 
•    Malco  Plastics 

See  many  exciting  new  Pitney  Bowes  Retail  Systems  products  at  the  NRM  A  Show  in  January. 


Grurnman's  Whipsaw? 

Grumman's  Lew  Evans  may  be  buying  some  drinks  next 
year.  But  that  won't  be  all  that  he'll  be  paying  for. 


Even  then  it  seemed  a  bit  odd.  In 
January  1969  the  Navy  awarded  Long 
Island's  Grumman  Corp.  a  contract  to 
build  463  F-14  fighter  planes  poten- 
tially worth  $6  billion.  The  contract 
surprised  no  one:  Grumman,  for  dec- 
ades the  Navy's  favorite  contractor, 
had  striven  mightily  to  bring  the  F-14 
into  being.  What  seemed  rather 
strange  was  the  plane's  price  of  only 
$8.2  million  each. 

Asked  at  the  time  by  a  reporter  if  he 
was  confident  of  bringing  the  plane 
in  at  that  price,  Grumman  President 
Lewellyn  J.  Evans  smiled  and  said, 
"Come  see  me  in  1972,  and  if  I  don't, 
I'll  buy  you  a  martini."  Well,  1972  is 
just  about  here  and  Lew  Evans  may 
have  to  stand  some  drinks.  Grumman's 
costs,  the  Navy  now  estimates,  will 
run  $9.4  million  per  plane.  The  F-14 
is  following  in  the  grim  pattern  of 
General  Dynamics'  F-lll  and  Lock- 
heed's C-5A,  as  Grumman  faces  po- 
tential losses— again  according  to  Navy 
figures— of  over  $300  million  on  the 
current  contract  buy  of  300  planes. 
What  is  most  worth  recalling,  how- 
ever, is  that  late  in  the  F-14  bidding 
Grumman  cut  its  contract  price  by 
$474  million,  just  over  $1  million  a 
plane.  In  other  words,  Grumman's 
original  bid  was  close  to  what  the 
planes  are  actually  costing;  it  was  the 
revised  bid  that  promises  to  put  Grum- 
man in  the  hole. 

Of  course,  there's  no  mystery  why 
Grumman  cut  its  bid.  Otherwise,  Rear 
Admiral  T.R.  McClellan  told  a  Senate 
committee  earlier  this  year,  "they 
wouldn't  be  building  the  F-14."  And, 
he  might  have  added,  the  Navy  would 
not  have  its  own  new  fighter  plane. 

Consider  the  background.  The 
F-lll   program,   Robert  McNamara's 


chosen  design  to  provide  a  plane  for 
both  Navy  and  Air  Force,  was  fast 
unraveling  as  it  failed  to  meet  either 
its  cost  or  performance  goals.  The 
Navy  had  always  disparaged  the  F-lll 
as  unsuited  for  carrier  operation.  Con- 
gress had  little  use  for  the  F-lll,  but 
was  disinclined  to  heed  Navy  pleas 
for  a  new  plane  to  compete  with 
Russia's  new  MiG-23. 

Then,  in  October  1967,  the  Navy 
received  a  proposal  from  Grumman 
for  a  new  airplane  that  would  use  the 
F-lll's  electronics,  missiles  and,  ini- 
tially, even  its  engine.  Design  changes, 
it  was  claimed,  would  give  the  new 
plane  the  maneuverability  to  operate 
from  carriers.  The  proposal,  both  sides 
claimed,  was  prepared  entirely  on 
Grumman's  initiative;  the  Navy  had 
not  directly  asked  for  it.  Nevertheless, 
the  Navy  waxed  enthusiastic.  The  then 
Chief  of  Air  Systems  Command  talked 
of  an  eventual  1,300  planes  with  costs 
dropping  as  low  as  $5  million  a  plane. 

The  Men  from  Missouri 

Congress  remained  skeptical;  not 
just  the  usual  defense  critics  like  Sen- 
ator Proxmire  but  even  the  usual  con- 
gressional spokesmen  for  the  armed 
forces.  The  whole  idea  of  cancelling 
one  plane  only  to  build  a  slightly  dif- 
ferent one  seemed  wasteful.  By  now 
disillusionment  over  Vietnam  had  set 
in,  and  nobody  was  in  a  mood  to 
hand  blank  checks  to  the  military.  It 
was  then  that  Grumman  went  back 
and  refigured  its  bid.  It  trimmed  its 
forecast  of  administrative  expense,  cut 
its  estimated  pay  to  subcontractors 
and  agreed  to  take  a  lower  contract 
ceiling  price— the  price  above  which 
it  would  lose  money.  In  this  way 
it  could   bring  in   an   F-14   proposal 


no  higher  than  the  cancelled  F-llls. 

Questioning  congressmen  asked:  If 
the  F-14  would  use  so  much  of 
F-lll's  equipment,  why  build  it  at 
all?  Among  the  doubters:  Melvin 
Laird,  then  a  representative  from 
Wisconsin.  The  Navy,  anxious  to  get 
its  own  new  plane  flying  before  the 
new  Air  Force  fighter,  explained  that 
only  the  first  70  F-14s  would  use  the 
same  engine  as  the  F-lll;  after  that, 
the  F-14  would  have  an  advanced 
engine  already  being  developed  by 
Pratt  &  Whitney. 

Reluctantly,  Congress  bought  the 
scheme;  and  just  before  the  new  Ad- 
ministration took  office,  the  Navy 
signed  a  tight,  fixed-price  contract 
with  Grumman.  The  Navy's  dream  at 
the  time  was  that  the  Air  Force  would 
be  compelled  to  accept  a  version  of 
the  Navy  plane,  as  had  been  the  case 
in  the  past  with  the  F-4  Phantom 
fighter  and  the  A-7  attack  plane. 

The  dream  died  fast.  New  De- 
fense Secretary  Melvin  Laird  was 
skeptical  of  the  F-14.  Even  more 
skeptical  was  Laird's  deputy,  David 
Packard,  himself  a  highly  successful 
businessman  and  a  founder  of  Cali- 
fornia's Hewlett-Packard  Corp.  In 
1969  Packard  let  the  Air  Force  order 
its  own  fighter  plane,  the  F-15,  under 
more  realistic  contract  terms.  From 
the  start  there  were  inquiries  into  the 
F-14,  plus  a  delay  in  funding  that 
badly  crimped  Grumman,  already 
hurt  by  inflation  and  the  business 
downturn. 

Then,  in  December  1970,  an  F-14 
crashed  on  a  test  flight  because  of  a 
faulty  hydraulic  system.  Inevitably, 
there  were  Washington  outcries  to 
cancel  the  contract.  Finally,  in  a 
grand  gesture  last  summer,  the  Navy 
sent  a  team  of  40  cost  experts  to 
Grumman.  Was  this  visit  just  bureau- 
cratic flimflam?  Some  think  it  was, 
since  the  Navy  had  figures  from  1969 
showing  that  300  F-14s  would  cost 
exactly  what  they  now  figure  to  cost. 


The  F-14:  Why  was  Melvin  Laird  among  the  doubters? 
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The  Silver  Martini. 

For  people  who  want  a  silver  lining 

without  the  cloud. 


Smirnoff  Silver 


iety  point  four  proof  Smirnoff  leaves  you  breathless® 


ULLOCK  &  JONES: 


Alone  in  the  San  Francisco  Bay  Area  Has 

£M1  theWorldTanpus  Quality  Brands  ofShoesforMeii! 


Alan  McAfee's 

magnificent  Wing-Tip 

in  Black  or  Brown 

European  Calfskin 

-two  out  of  fifty-two 

different  McAfee 

Shoe  &  Slipper 

styles  now  in  our 

stocks.  We  have  the 

most  comprehensive 

selection  this  side  of  London! 


London 


4ti#/te 


England 
Beyond.  Doubt,  the  World's  Finest 


DnLLYo/  Switzerland 

Continental  Europe's  Very  Best 


Bally' s  famous  Ranger  Boot  now  in  White, 
Black,  or  Brown  Kidsktn  or  plush  Cocoa 
Brown  Suede.  Try  us  for  Size  and  see 
thirty-nine  other  high  fashion 
shoes  in  our  Bally  Collection 
-the  Best  in  the  West! 


Two  J&M  Standouts :  Their  best  selling 
and  best  fitting  Slip-On  with  Tunnel 
Loop  Strap-and-Buckle  in  Burgundy  Kid 
or  Black  or  Brown  Calf  and  their  new 
Strap-and-Buckle  Boot  in  Black, 
Burgundy,  or  Brown-and-Tan  Calfskin. 
From  our  range  of  nearly  forty  fine 
shoes  by  Johnston  «fe  Murphy. 


World's  Most  Comfortable  Casuals 


Johnston  <^  Murphy 


Am 


a  Finest  Shoes  for  Men 


Guaranteed -the  most 
comfortable  Casuals  you 
can  put  on  your  feet! 
Flexible  sole  and 
sponge  padded  super 
cushioned  insole. 
In  three  styles  and 
eighteen  colors. 


Bu££ock&JoHe* 


SAN    FRANCISCO'S    WORLD    FAMOUS    QUALITY    STORE    FOR    MEN 

340    POST   STREET    ON    UNION    SQUARE,  SAN    FRANCISCO      •      (415)    392-424 

S-F/2 


To  today's  and  tomorrow's 
man  at  the  top: 


If  you're  the  man  at  the  top,  you  want  to 
stay  there. 

If  not,  you  want  to  get  there. 

And  two  of  the  most  important  things  you 
must  maintain  are  your  physical  and 
mental  well-being. 

That's  why  Cassette  Systems,  Inc.  has 
developed  the  Executive  Portfolio  of 
Self-Improvement:  to  help  today's 
business  executive  get  and  stay  in 
good  shape. 

The  Portfolio  consists  of  four  compact 
cassettes,  each  a  result  of  a  special 
program  developed  by  eminent  psycholo- 
gist Dr.  Fred  Holmes  Wright  of  the 
University  of  Mississippi. 

Dr.  Wright  has  developed  effective 
techniques  for  overcoming  some  of  the 
executive's  most  common   problems;  the 
kind  which  can  hinder  or  even  stop  your 
progress. 

By  doing  so,  these  programs  can  be  of 
great  help  in  making  you  an  even  more 
effective  leader,  builder,  communicator. 

"Relaxation:  the  first  step  towards  self- 
improvement"  is  an  effective  way  to  turn 


those  five  and  ten-minute  waiting  periods 
you  encounter  during  the  day  into 
valuable  relaxation  periods.  After  just  the 
first  session,  you'll  appreciate  the 
effectiveness  of  the  program. 

"How  to  overcome  executive  tension  and 
stress"  is  designed  specifically  for  the 
problems  encountered  by  you.  You'll  soon 
have  a  powerful  new  tool  to  combat  the 
intense  job  (and  sometimes  even  social) 
pressures  you  face. 

"Lose  weight  permanently:  a  diet  without 
drugs  that  really  works"  again  is  ideal 
for  one  of  the  greatest  problems  execu- 
tives face.  This  program  gives  you  a 
permanent  method  of  weight  control,  and 
a  helpful  way  to  stick  with  it. 

FREE  PROGRAM  and  bargain  player/ 
recorder  can  save  you  $22.95. 


player/recorder,  and  with  this  special 
offer  you  receive  the  starter  program  free 
for  an  additional  savings  of  $7.95.  (lf%you 
prefer  you  can  purchase  individual  items 
as  priced  on  the  attached  coupon). 

Send  today  for  these  remarkable 
self- improvement  tools  from 
Cassette  Systems  Inc. 

All  equipment  fully 
guaranteed.  Your  money 
refunded  if  not  fully 
satisfied  in  two 
weeks. 


We  can  help  you  self-improve. 


"Exercise  your  body  for  peace  of  mind 
outlines  a  series  of  daily  exercises  that 
help  you  tone  up  and  keep  in  good 
physical  shape.  Like  all  CSI  tapes, 
you'll  have  results  after  only  the 
first  listening. 

Similar  player/recorders  se.. 

for  $35.00  and  up — you  /    .° 

save  over  $15.00  on  our      /  .qO6 
/    ^ 
/ 


S-F/3 


The  ultimate  in  living  is  the  way  of  life  at  the  total  environment  DESERT  ISLAND  COMMUNITY.  It  is 
combination  of  all  the  most  desired  features— water-oriented,  recreational  condominium  living  in  a  secur 

comfortable  and  carefree  atmosphere.  Mix  that  with  desirable  Palm  Springs— and  your  search  for  perfectic 

is  ended. 

DESERT  ISLAND  can  be  your  faraway  island,  yet  it  is  close  to  all  that  is  needed  for  luxurious  living.  Th 

residential  island  in  the  desert  resort  area  is  surrounded  by  a  25-ac 
lake,  with  only  one  entrance  across  a  causeway  bridge  at  the  north  en 
Surrounding  the  lake  is  Desert  Island  Country  Club.  The  combinatii 
of  lake  and  golf  course  creates  breathtaking  views  and  abundant  op 
space. 

Desert  Island  Country  Club  is  a  private  club  operated  separately  frc 
the  residential  development  on  the  island.  Membership  details  are  avi 
able  upon  request. 

^ES  FROM  $45,000 
CONTACT  WALTER  H.  SIBBERT 
PRESIDENT 

Winmar  of  the  De&ert,  Inc.     71-777  Frank  Sinatra  Drive     Cathedral  City,  California  92234     (714)  328-21 

P.O.  Box  4567      Palm  Springs,  California  92262 
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At  any  rate,  after  the  crash  and 
the  visit  the  Navy  began  to  adopt  a 
very  tough  position.  It  announced  it 
was  exercising  an  option  to  buy  48 
F-14s  for  1973  delivery  and  that 
Grumman  would  have  to  meet  the 
bid  price  of  S8.2  million.  Grumman 
insists  it  will  lose  money  on  every 
plane— 850  million  or  so  in  all.  The 
Navy's  correct  attitude  is:  It's  their 
bid:  they're  stuck  with  it. 

Gfummon's  Choice 

So,  there  is  Grumman,  caught  be- 
tween an  aroused  Congress  and  an 
embarrassed  Navy.  The  squeeze  prom- 
ises to  be  very  costly.  Fortunately, 
Grumman  is  in  fairly  good  financial 
condition  for  a  defense  company.  It 
lia>  >>260  million  in  total  capital  and 
only  886  million  in  debt.  Unlike  those 
of  most  defense  contractors,  more- 
over, Grumman's  earnings  and  cash 
flow  have  held  up  quite  well  even 
though  sales  have  been  slipping;  in 
1971.  cash  flow  should  approximate 
840  million.  So,  however  much  a  850- 
million  pretax  loss  would  hurt  in  1973, 
it  wouldn't  break  the  company. 

Moreover,  b\  swallowing  this  big 
loss  on  the  first  1-1  Is,  Grumman  is 
buying  valuable  time.  The  new,  more 
advanced  engine  will  become  avail- 
able in  1973— indeed,  the  Navy  is 
solely  responsible  for  delaying  its  pro- 
duction one  year,  but  there  is  no  in- 
tention of  canceling  it.  Rear  Admiral 
L.R.  Snead,  the  Navy's  project  man- 
ager for  the  F-14,  says  the  Navj  wants 
the  new  engine  "as  soon  as  possible. 
The  extra  thrust  makes  the  F-14  a 
dogfighter '—that  is,  a  highly  maneu- 
verable  craft  that  is  suited  for  close 
air  combat. 

The  year's  delay  will  enable  the 
present  F-14  to  be  flown  and  to  dem- 
onstrate the  need  for  the  new  version. 
Then,  the  likelihood  is  that  the  F-14 
airframe  will  have  to  be  modified  to 
deliver  the  utmost  capability  of  the 
new  engine.  Modification  would  en- 
able the  Navy  and  Grumman  to  re- 
negotiate the  price  of  the  airplanes 
and  get  out  of  the  present  sticky  sit- 
uation. This  will  bring  congressional 
outcries  about  defense  giveaways,  and 
Grumman  will  have  to  put  up  with  a 
deal  of  abuse;  but  that  will  be  better 
than  losing  its  shirt. 

Of  course,  the  original  F-14  was 
supposed  to  have  been  an  advanced 
dogfighter;  and  the  Navy  concedes 
that  even  the  new  version  cannot  hope 
to  match  the  speed  or  altitude  capa- 
bility of  the  Russian  MiG-23,  cur- 
rently flying  over  Egypt  at  more  than 
three  times  the  speed  of  sound.  Little 
wonder  that  the  U.S.  weapons  de- 
velopment system  is  fast  becoming 
more  terrifying  to  U.S.  taxpayers  than 
to  Moscow  or  Peking.   ■ 
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Magnavox 

gives 
you  less: 


LESS  FIDDLING  WITH  COLOR  CONTROLS 

Magnavox  Total  Automatic  Color  always 
keeps  pictures  properly  tuned,  automatically. 


LESS  GREEN  OR  PURPLE  FACES 

Magnavox  Tint  Preference  Selector  gives  you  the  color 
you  prefer— all  the  time— with  Deluxe  TAC. 


LESS  DULL  TV  SHOWS 

Magnavox  new  matrix  picture  tube  increases 

brightness  &  contrast,  reduces  light  reflection. 

The  shows  come  alive  in  color. 


LESS  DECORATING  PROBLEMS 

Magnavox  has  beautifully  crafted  cabinets  to  match 
every  decor.  From  Traditional  to  Modern. 


LESS  WORRY  ABOUT  INVESTING  IN  COLOR 

Magnavox  builds  color  sets  to  last.  Our 

exacting  quality  control  system  is  designed 

to  assure  lasting  reliability. 


By  giving  you  less . . . 
Magnavox  gives  you  more 


33 


The  Wages  of  Virtue 

Caterpillar  Tractor  is  slowly  being 
pushed  toward  doing  something  it  does 
not  like  but  may  not  be  able  to  avoid. 


I  hi  news  might  not  seem  earthshak- 
ing,  but  it  should  have  sent  tremors 
through  the  Chamber  of  Commerce 
offices  in  Peoria,  111.,  as  well  as 
through  the  Illinois  towns  of  Aurora, 
Decatur,  Joliet,  Mapleton  and  Moss- 
ville,  all  of  which  contain  sizable  Cat- 
erpillar Tractor  Co.  plants. 

The  news  was  Caterpillar's  seem- 
ingly routine  nine-month  sales  and 
earnings  report— sales  up  slightly, 
earnings  off  a  modest  9%.  What  was 
distressing  was  the  third-quarter  fig- 
ures: Both  sales  and  earnings  were 
down  from  the  same  quarter  a  year 
earlier,  sales  by  nearly  10%,  earnings 
by  37%.  And  they  were  still  more  dis- 
tressing in  the  context  of  Caterpil- 
lar's special  position.  The  question 
they  raised  was  whether  even  super- 
lative performance  is  enough  to  over- 
come the  current  burden  of  economic 
disorders  that  afflict  both  U.S.  and 
world  business. 

The  Bootstrap  King 

In  a  surprising  number  of  ways, 
Caterpillar  is  almost  the  ideal  U.S. 
company.  Its  business  is  eminently  re- 
spectable—the moving  of  earth,  the 
construction  of  dams,  the  laying  of 
pipelines,  the  building  of  bridges,  the 
sinking  of  mines,  the  digging  of 
foundations,  all  the  myriad  means 
whereby  the  earth  is  made  useful  for 
the  purposes  of  man. 

In  doing  so  it  has  created  its  own 
technology— unlike,  for  example,  In- 
ternational Business  Machines,  whose 


genius  has  often  consisted  of  apply- 
ing and  vastly  elaborating  the  brilliant 
concepts  of  others.  Caterpillar  has  re- 
lied on  that  old-fashioned  mixture  of 
shrewdness  and  sweat  and  technology 
often  called  Yankee  ingenuity.  In  so 
doing  it  has  completely  dominated 
its  major  field— so  much  so  that  its 
chairman,  Scots-born  accountant  Wil- 
liam Blackie,  could  say  matter-of- 
factly,  "We  are  the  leader  in  every 
item  of  earth-moving  equipment,"  and 
then  go  on  to  add,  "In  Britain  our 
share  of  market  is  larger  than  in  the 
U.S.;  France  has  no  effective  manu- 
facturer of  earth-moving  equipment." 

Of  Fiat,  which  Blackie  calls  his 
strongest  European  competitor,  he 
says:  "Fiat  prices  have  always  been 
lower  than  ours.  It  doesn't  sound  very 
modest,  but  if  anybody  wants  to  com- 
pete with  us,  their  price  has  to  be 
lower." 

Japan?  "In  a  relatively  short  time, 
Komatzu  has  become  the  second-larg- 
est producer  of  our  kind  of  equipment 
in  the  world.  One  way  is  that  effec- 
tive competition  was  shut  out  from 
Japan  itself.  It  was  protected  not  by 
tariffs  or  quotas,  but  by  shutout." 

Caterpillar,  however,  is  far  from 
helpless  before  the  Japanese  attack. 
Its  superb  products  are  marketed  by 
an  equally  superb  worldwide  distri- 
bution system  of  independent  dealers, 
just  240  strong  at  latest  count.  These 
are  no  ordinary  shoestring  business- 
men; their  average  net  worth  is  over 
$4  million  each.  Combined,  Caterpil- 


lar's dealers  throughout  the  world  em- 
ploy as  much  capital  as  the  company 
itself.  Some  rule  entire  kingdoms: 
"We  have  one  dealer  for  all  of 
France,"  says  Blackie.  "We  don't  fi- 
nance the  dealers.  We  own  no  equity 
in  any  dealership.  We  work  with  them 
on  long-term  deals,  but  we  try  to  be 
machinery  peddlers,  not  financiers." 

In  one  crucial  respect,  however,  the 
dealers  are  not  independent:  "Our 
contract  with  them,"  says  Blackie,  "is 
that  they  will  do  all  that's  necessary 
to  service  all  machines  in  their  terri- 
tory"—which  is  achieved,  he  adds, 
"sometimes  by  rather  severe  insis- 
tence." But  as  a  result,  any  Caterpil- 
lar user  can  count  on  adequate  parts 
and  service  for  his  equipment. 

The  larger  result  from  all  these  fac- 
tors has  been  a  fast-growing  and  high- 
ly profitable  company  that  more  than 
tripled  both  its  sales  (to  $2.1  billion) 
and  its  earnings  (to  $144  million)  be- 
tween 1960  and  1970,  and  that  flour- 
ished even  more  abroad  than  at  home. 


The  Right  Product  at  the  Right  Time 

Because  it  grew  up  in  mountain  country,  where  gas 
mains  are  rare,  Magic  Chef  developed  a  bottled-gas 
stove.  Which  made  it  ready  for  the  boom  in  mobile  homes. 


cent  may  be  the  big  factor 

ompany's  Fate,  but 

ite   the    importance 

of  luck.  :  nsider 

Magic  Chef,  Inc.,  ol  CI 

A  decade  ago,  \l  !  had  the 

good   fortune    to 

out  small  bottl  i  the 

mobile-home    boom    began.    Gi 
Electric    wasn't,     nor     was     We 
house:  They  considered  the  bus 
too  piddling  to  bother  with,  says  Mag- 
ic Chef  President  S.B.  Rymei   [i 
suit:  Though  Magic  Chef  is  otherwise 
a  pygmy  in  the  home-appliance  field, 


it  has  35%  of  the  market  for  mobile- 
home  stoves.  So  Magic  Chef  grew 
right  along  with  the  fourfold  growth 
in  the  mobile-home  industry  in  the 
last  decade  (Forbes,  Nov.  1),  the 
company's  sales  rising  from  $23.2  mil- 
lion in  1961  to  $114.5  million  in  its 
fiscal  year  ended  last  June.  Earnings 
were  up  even  more  sharply,  from 
$0,000  to  $4.8  million. 
From  the  start,  Magic  Chef  has 
shown  a  talent  for  grasping  the  op- 
portunities around  it.  It  was  founded 
in  1916  by  Rymer's  father  as  the  Dix- 
ie Foundry  Co.  to  make  such  things 


as  cast-iron  skillets  and  fireplace 
grates,  for  which  there  was  good  de- 
mand in  the  mountain  country  around 
Cleveland.  These  led  naturally  to 
making  coal  and  wood  ranges  and 
eventually,  in  an  area  where  gas  mains 
are  few  and  far  between,  to  bottled- 
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Last  year,  for  the  first  time.  Caterpil- 
lars foreign  sales  exceeded  its  domes- 
tic, reaching  52.5%  of  the  total. 

But  Caterpillar's  crowning  achieve- 
ment has  been  that  it  became  a  world- 
wide company  without  really  leaving 
home.  Though  Caterpillar  has  over 
S300  million  assets  abroad,  with  plants 
in  eleven  countries  plus  a  joint  ven- 
ture (with  Mitsubishi  Heavy  Indus- 
tries) in  Japan,  66"  of  the  company's 
S 1 .2-hillion  foreign  business  last  year 
consisted  of  exports  from  the  U.S.  In- 
deed, Caterpillar's  overseas  investment 
actually  seems  to  help  its  exports: 
"Everywhere  we  have  gone  with  an 
overseas  investment,''  says  Blackie, 
"we  seem  to  be  able  to  achieve  more 
than  the  original  purpose.  We  be- 
come identified  with  the  country,  in- 
tensity our  marketing  and  promotion 
efforts,  and  thereby  sell  both  the 
goods  produced  there  and  more  ex- 
ports from  the  U.S." 

Trouble  in  Paradise 

The  seeming  impregnability  of  Cat- 
erpillar's worldwide  position  is  pre- 
cisely the  reason  why  the  Chambers 
of  Commerce  in  the  company's  Illinois 
heartland  should  be  concerned  about 
Caterpillar's  third-quarter  showing. 
The  bulk  of  the  sales  and  earnings  de- 


cline occurred  in  the  company's  sag- 
ging international  business,  itself  the 
victim  of  continuing  uncertainty  over 
worldwide  currency  values  and  trad- 
ing patterns.  "We  see  a  need  for  reso- 
lution quickly,"  says  Blackie,  "be- 
cause  our  overseas  business  is  off, 
and  the  major  reason  is  uncertainty." 
When  Caterpillar's  world  business  de- 
clines, so  do  its  exports— on  which 
one  out  of  every  three  Caterpillar  do- 
mestic jobs  depends. 

"We  hope,"  says  Blackie,  "that 
there  will  emerge  soon  temporary  par- 
ities so  the  world  can  go  ahead  trad- 
ing and  investing,  and  an  international 
monetary  system  in  which  smaller  ad- 
justments can  be  made  more  often  on 
the  basis  of  information  interpretable 
l>\    businessmen    like    ourselves.    We 


don't  want  to  run  our  business  on  the 
basis  of  crisis.  We  need  a  system  that 
will  avert  crisis  rather  than  just  re- 
spond to  it.  A  deliberate  part  of  the 
President's  program  is  to  precipitate 
action;  I  won't  say  crisis." 

If  Blackie  gets  his  wishes  here,  an 
even  harder  question  looms:  Can  Cat- 
erpillar maintain  its  status  as  the  U.S.' 
largest  net  exporter  despite  wage  in- 
creases "substantially  in  excess  of  any 
prospective  gains  in  output  per  man- 
hour"?  As  Blackie  puts  it,  "If  prices 
derived  from  American  costs  are  not 
competitive  with  foreign  production, 
then  we  would  be  forced  to  go  abroad 
more."  And  how  close  is  that?  "Pretty 
close,"  he  says  after  a  pause,  "closer 
than  you  want  to  be." 

As  an  international  company,  Cat- 
erpillar might  even  prosper  in  an  ex- 
tended period  of  worldwide  uncer- 
tainty: "Our  experience  shows,"  says 
Blackie,  "that  when  business  is  off,  our 
share  of  the  market  tends  to  grow." 
With  its  finances  as  conservatively 
handled  as  one  would  expect  from  a 
Scottish  accountant  ("I  was  brought 
up  on  the  principle  that  you  antici- 
pate losses  and  hardships"),  Caterpil- 
lar would  not  lack  for  resources.  And 
if  producing  in  America  became  in- 
ordinately expensive,  then  expanding 
its  international  output  would  cer- 
tainly be  no  problem  for  a  company 
of  Caterpillar's  experience. 

But  Illinois  would  suffer.   ■ 


gas  stoves.  In  1958  it  bought  a  St. 
Louis  company  with  a  popular  stove 
line,  Magic  Chef,  and  soon  adopted 
the  name.  And  against  tough  com- 
petition it  has  managed  to  more  than 
hold  its  own.  Now,  though  some 
U.S.     companies     make     stoves, 


Magic  Chef  has    13%  of  the  market. 

Magic  Chef  now  makes  a  good 
many  appliances  besides  gas  stoves, 
such  as  electric  ranges  and  soft-drink 
tooling  and  vending  machines.  Be- 
cently  it  also  bought  the  Johnson 
Corp.  of  Bellevue,  Ohio  (heating-  and 
air-conditioning  equipment),  which 
will  add  $40  million  to  sales.  But  gas 
stoves  are  still  the  big  thing,  account- 
ing last  year  for  53%  of  sales. 

The  mobile-home  industry  for 
whic.i  Magic  Chef  produces  stoves 
has  been  growing  about  20%  a  year. 
The  industry  produced  401,000  in 
1970  and  should  turn  out  480,000 
this  year.  Says  Bymer:  "According  to 
all  the  studies  I've  read,  that  figure 
should  reach  between  650,000  and 
700,000  in  a  few  years.  If  Magic  Chef 
continues  to  hold  35%  of  the  market, 
we'll  sell  another  100,000  ranges." 


Can  Magic  Chef  hope  to  hold  35% 
of  that  market  now  that  GE  has  gone 
into  gas  ranges?  Can  it  compete  with 
an  $8.7-billion  company?  Says  Bymer 
(whom  everybody  at  Magic  Chef 
calls  "Skeet"):  "We're  not  worried 
about  GE.  Our  real  competition  is 
Tappan  Co.,  which  also  has  35%  of 
the  market." 

Bymer  feels  Magic  Chef  has  enough 
output  to  get  all  the  economies  of 
scale  that  GE  could  achieve.  "I  think 
we  can  match  anybody  in  production 
and  distribution,"  he  says,  "and  quite 
aside  from  that,  we've  had  long  ex- 
perience in  this  business.  We've  de- 
veloped the  engineering  and  styling, 
and  we've  also  developed  the  cus- 
tomers. I'm  sure  we'll  keep  our  35%." 

Success  is  not  a  matter  of  bigness 
but  of  making  the  right  product  at 
the  right  time.  ■ 
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The  Money  Men 


Are  the  Bears  up  the  Wrong  Tree? 


"Wall  Street  is  frenetic,"  says 
Richard  Evelyn  Fleming,  dismiss- 
ing the  pessimism  about  the  U.S. 
that  was  sinking  the  Dow  Jones  in- 
dustrials to  new  lows  during  the 
latter  weeks  of  November.  Fleming 
just  doesn't  buy  the  pessimism. 
"Go  bearish  on  the  United  States, 
and  you  put  yourself  at  a  disad- 
vantage," he  says.  "You  are  ex- 
posing yourself  to  long-term  risks 
if  you  short  America." 

Warming  to  his  subject:  "Show 
me  another  country  where  you  can 
get  a  better  return  for  the  profes- 
sional investor,  a  country  with  still 
ample  resources  and  still  a  lot  of 
people  wanting  to  work  hard  and 
to  make  money,  and  a  tax  situation 
which  does  allow  you  to  pass  on  a 
reasonable  proportion  of  it." 

No,  Fleming  is  not  a  spokesman 
for  the  U.S.  Chamber  of  Com- 
merce. Nor  a  businessman  trying 
to  defend  the  U.S.  free  enterprise 
system  against  a  band  of  youthful 
dissenters.  Fleming  is  chairman  of 
London's  Robert  Fleming  &  Co. 
Ltd.,  and  manages  a  grand  total  of 
$3.5  billion  in  private  money.  He 
was  giving  a  Forbes  reporter  a 
disinterested  view  of  U.S.  security 
markets.  Well,  not  entirely  disin- 
terested.   Fleming   has    chosen    to 


The  U.S.  is  really  where  the  Flem- 
ing &  Co.  story  got  its  start.  Found- 
er Robert  Fleming  was  a  25-year- 
old  senior  clerk  for  a  Dundee  tex- 
tile firm  when  his  employers  sent 
him,  in  1870,  to  look  at  investment 
possibilities  in  the  U.S. 

He  was  deeply  impressed  by  the 
wild  but  booming  West.  Fortunate- 
ly for  his  future,  Fleming  tempered 
his  enthusiasm  with  a  dour  Scot- 
tish skepticism.  He  recognized  the 
risks  as  well  as  the  opportunities. 
He  believed  in  investing  in  this 
turbulent  country.  The  result  was 
his  establishment  in  1873  of  the 
Scottish  American  Investment 
trust,  grandfather  of  both  the 
closed-cud  mutual  funds  and 
closed-end  trusts  thai  flourished 
later  in  the  U.S.    I 

channeling  souk  fits  i    >m 

Scottish  industry  in- 

to the  U.S.,  first  in  ra  hen 

mortgages,  cattle  farming,  lands, 
mining  and  finally— as  llu  U.S 
started    to    come    up    in    the    L890s 


keep  $1  billion  of  his  money  in 
such  U.S.  stocks  as  American  Ex- 
press, Greyhound,  Louisiana  Land, 
IBM,  First  National  City  Bank  and 
Dome  Petroleum.  And  while  he  is 
said  to  be  cutting  down  on  utili- 
ties and  bank  investments,  he  is 
adding  to  his  holdings  of  U.S.  in- 
dustrials. The  point  is,  Fleming  & 
Co.  could  cut  down  its  U.S.  invest- 
ments and  put  the  money  else- 
where. It  has  not  chosen  to  do  so. 

Fleming  &  Co.  has  a  nice,  old- 
fashioned  British  exterior,  but  it  is 
not  just  one  more  of  those  comfy, 
family-controlled  London  banks. 
Fleming  has  its  own  particular  ec- 
centricities, such  as  serving  fruit 
juice  at  lunch  rather  than  wine. 
But  it  is  its  size  and  power,  not  its 
quirks,  which  make  the  firm  spe- 
cial. Besides  the  $3.5  billion  of 
investments— mainly  securities— it 
manages,  it  indirectly  can  influ- 
ence perhaps  twice  that  amount, 
probably  with  a  phone  call. 

Fleming's  strength  is  not  only 
directly  exercised,  but  also  through 
its  own  closed-end  Robert  Fleming 
Investment  Trust  Ltd.;  as  advisers 
to  Britain's  biggest  mutual  fund 
group,  Save  &  Prosper;  through 
Richard  Fleming's  own  director- 
ships on  Barclays  Bank  and  Sun  Al- 

Staying  Power 

with  more  native  capital— Wall 
Street.  By  the  end  of  the  19th  cen- 
tury Fleming  controlled  or  influ- 
enced through  directorships  a  half- 
billion  dollars  worth  of  U.S.  invest- 
ments; this  in  a  period  when  the 
U.S.  gross  national  product  was 
only  around  $17.3  billion. 

U.S.  railroads  rose  and  fell,  com- 
panies soared  and  collapsed,  boom 
was  followed  by  bust.  Thousands 
of  British  and  European  investors 
took  horrendous  losses.  Not  those 
who  followed  Fleming:  Diversifica- 
tion pulled  them  through  to  hand- 
some profits.  In  1900,  Robert  Flem- 
ing moved  to  London  and  set  up 
the  firm  that  still  bears  his  name. 

What  was  the  secret  of  the 
founding  Fleming's  success?  W. 
Turrcntine  Jackson,  author  of  The 
Enterprising  Scot,  put  it  thus:  "The 
Scottish  capitalists  and  industrial- 
ists processed  and  used  their  finan- 
cial resources  to  withstand  the  pe- 
riodic crises  that  marked  the  era, 
so  it  was  their  staying  power  rather 


FSeming  of  Fleming  &  Co. 

liance,  a  billion-dollar  insurance 
combine;  through  ties  with  Com- 
pagnie  Financiere  de  Suez  et  de 
l'Union  Parisienne,  Brown  Bros. 
Harriman  and  Hong  Kong's  Jar- 
dine,  Matheson  &  Co.  bankers. 

The  Robert  Fleming  &  Co.  mer- 
chant bank,  one-third-owned  by 
the  Fleming  family  and  friends, 
one-third-owned  by  the  Robert 
Fleming  Investment  Trust  (itself 
one-third-owned  by  the  family  and 
friends)  and  one-third-owned  by 
publicly  traded  investment  trust 
companies  (as  an  unlisted  stock),  is 
that  special  British  cross  between 
an  investment  bank  and  an  under- 


than  their  shrewdness  and  canni- 
ness  that  earned  them  their  envia- 
ble reputation." 

Staying  power?  Fleming  had  to 
start  its  American  portfolio  from 
scratch  after  the  British  govern- 
ment took  over  all  foreign  invest- 
ment portfolios  during  World  War 
II.  Such  things  the  firm  has  learned 
to  take  in  stride. 

Grandfather  Robert  was  alive 
and  active  in  business  when  Wall 
Street  crashed  in  1929.  Several 
years  later,  in  his  mid-80s,  he  was 
still  beating  Grandson  Richard  at 
chess:  "I  was  petrified  by  him," 
Richard  Fleming  told  Forbes,  and 
there  is  no  doubt  that  the  grand- 
father's personality  and  practices 
still  loom  large  among  the  descen- 
dants and  staff  on  Crosby  Square 
in  The  City:  the  strange  mixture 
of  caution  and  daring;  the  deliber- 
ately lean  style  of  operation;  the 
faith  in  the  U.S.  economy;  the  con- 
tinuation of  close  family  owner- 
ship after  nearly  100  years. 
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A  taste  of  what  life  was  like 
in  ©Id  San  Francisco 

A  rare  eight-year  old  brandy  that  preserves  San  Francisco's  history  in  a  gift  crate. 


orit  muddyup 
thegpogpE 

*Googol:  The  largest  number  of  things  that  has  a  name:  Webster 
defines  as  the  number  one  followed  by  a  hundred  zeroes. 


There  are  googols  of  little  creatures  squig- 
gling  and  burrowing,  flitting  and  squishing 
under  the  mud,  through  the  swamps  and  over 
the  sandy  marshes.  Sea  squirts,  copepods,  lug- 
worm  larvae  and  the  babies  of  little  fish.  Each 
with  a  kind  of  a  brain,  each  with  the  breath  of 
life.  But  their  life  is  ebbing.  And  as  they  start  to 
go — you  do,  too. 

You  are  standing  on  the  threshold  of  time 
in  as  sacred  a  place  as  any  in  the  world.  It's 
where  the  life  of  the  water  and  the  life  of  the 
land  converge  in  biological  blur.  These  are  the 
wetlands — the  swamps  and  the  mudflats  that 
sometimes  smell  like  rotten  eggs.  These  are  the 
marshes,  clogged  with  weeds,  swarming  with 
bugs,  teeming  with  beautiful  life.  This  is  where 
the  moon  moves  the  water  in  shallow  ebbs  and 
floods;  where  the  sun  pierces  down  to  the  ooze 
and  the  nutrients  flow  in  a  strange  and  mar- 
velous way.  Nowhere  else  except  here  in  these 
sopping  grounds  is  there  so  much  life  in  so 
much  concentration.  But  the  life  is  dwindling. 
And  as  these  lands  start  to  go — you  do,  too. 

These  squishy,  mushy  lands  are  where  most 
of  our  fish  are  born,  the  fish  that  feed  the  fish 


that  feed  the  fish  that  fill  the  sea.  These  narrow 
strips  of  estuarine  land  are  where  the  birds 
come  to  rest  and  nest  and  feed;  and  they  are  tied 
inexorably  to  the  life  support  for  the  raccoons 
and  the  bears  and  the  deer  a  hundred  miles 
away.  And  to  you. 

In  California,  most  of  the  wetlands  are 
already  gone.  In  Florida,  they're  going  fast.  Once 
there  were  127  million  acres  of  interior  and 
coastal  wetlands.  Now  forty  per  cent  are  gone, 
the  precious  specks  of  life  in  these  treasured 
lands  exchanged  for  yacht  clubs  and  marinas 
and  industrial  growth.  As  we  dredge  the  bays 
and  fill  the  marshes  and  cover  the  mud  with 
asphalt;  as  we  spray  our  poisons  and  scatter 
our  waste  and  spew  oil  upon  the  waters — we 
destroy  forever  the  great  forces  of  life  that 
began  millennia  ago. 

But  now  we  have  gone  too  far.  Because  this 
planet  belongs  not  only  to  us  but  to  them  as 
well.  To  the  umpteen  zillion  other  things  that  fly 
in  the  sky  and  roam  on  the  land  and  swim  in  the 
sea  and  burrow  beneath  our  feet. 

Now,  especially  now,  if  we  will  only  stop  to 
think — perhaps  we  will  think  to  stop. 


■ 
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Howaminus 
on  your  paycheck 

canbeaplus 
in  your  future. 


Sound  confusing?  It  isn't,  really. 
When  you  join  the  Payroll  Savings 
Plan  where  you  work,  an  amount  you 
designate  will  be  set  aside  automati- 
cally from  each  paycheck.  That's  the 
"minus." 

That  amount  will  then  be  invested 
in  U.S.  Savings  Bonds.  That's  where 
the  "plus"  comes  in.  Because  you're 
automatically  saving  for  your  future, 
wi  th  one  of  the  safest  in  vestments  there 
is:  U.S.  Savings  Bonds. 

And,  by  deducting  a  little  at  a  time 
from  each  paycheck,  you  don't  feel 


the  pinch  financially.  ;  efore  you 
know  it,  you'll  have  quite  a  tidy  sum 
tucked  away. 

And  now  there's  a  bonus  interest 
rate  on  all  U.S.  Savings  Bonds — for 
E  Bonds,  S]/2%  when  held  to  matu- 
rity of  5  years,  10  months  (4%  the 
first  year).  That  extra  H%»  payable 
as  a  bonus  tit  maturity,  applies  to  all 
Bonds  issued  since  June  1,  1970  .  .  . 
with  a  comparable  improvement  for 
all  older  Bonds. 

Put  a  little  "plus"  in  your  future. 
Join  the  Payroll  Savings  Plan. 


5   *™..»> 
iL    SKBIESE 


Bonds  are  s3fe.  If  lost,  stolen,  or  destroyed,        4^^  ^tx 
we  replace  them.  When  needed,  they  can  be     5^tt^  & 

cashed  at  your  bank.  Tax  may  be  deferred 
until  redemption.  And  always  remember, 
Bonds  are  a  proud  way  to  save. 


Take  stock  in  America. 

Now  Bonds  pay  a  bonus  at  maturity. 


D 


ej^^v  The  US  Government  does  not  pay  for  this  advertisement. 
'fr5l  ''  IS  presented  as  a  public  service  in  cooperation  with  The 
^^""    Department  of  the  Treasury  and  The  Advertising  Council. 
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Live  an  Adventure 
...live  by  the  Sea! 


The  Aptos-  Rio  del  Mar  area  has  been 
the  preferred  coastal  community  on  Mon- 
terey Bay  for  generations.  Here,  Aptos 
Seascape  is  offering  a  limited  number  of 
condominiums  in  its  Spindrift  series. 
These  homes  of  confident  shapes  were 
architecturally  created  to  complement  the 
nearby  rugged  bluffs  and  private  beach. 
Models  feature  two  and  three  bedrooms, 
11/2  and  21/2  baths,  and  all-electric  kitch- 
ens. Conventional  loan  financing.  Priced 
from  $25,950. 


Coastal  Condominiums 


c^Aptos 
eascape 


Palo  Alto-Salinas  Savings  <i 
Da  Pont  Construction  Corm 
Haber's  Home  Furnishings 
Kenneth  Recker,  N.S.I.D. 


610  Clubhouse  Drive,  Aptos,  CA  95003 
Off  Highway  1  at  Freedom-San  Andreas  turn-off.  Left,  one  and 
one-half  miles  on  San  Andreas  Road,  or  Call  . .  .  (408)  688-3274. 
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writing  house.  Fleming's  bank  will 
have  raised  S250  million  in  new 
money  this  year,  more  than  any 
merchant  bank  in  Great  Britain. 
Fleming's  finger  is  firmly  on  the 
world's  monetary  pulse. 

There  is  no  publicity  depart- 
ment at  Fleming.  His  staff  could 
not  recall  the  last  time  Richard 
Fleming  gave  an  interview.  Photo- 
graphs and  anecdotes  are  equally 
rare.  Certain  things  simply  are  not 
discussed,  such  as  Richard  Flem- 
ing's wartime  exploits  with  the  dar- 
ing Lovat  Scouts,  which  earned 
him  the  Military  Cross,  or  the  fa- 
mous brother,  Ian,  who  created 
James  Bond.  One's  private  life  and 
public  life  must  not  be  mixed. 

For  those  who  wonder  how  se- 
riously to  take  Fleming's  relative 
optimism  about  the  U.S.  economy, 
Forbes  hastens  to  point  out  that 
Fleming  is  not  a  man  to  commit  a 
dollar  (or  a  pound)  carelessly.  Like 
his  Scottish  grandfather  who 
founded  the  firm  (see  box  p.  36) 
or  his  own  father,  Fleming  is  a 
careful  man  with  a  dollar.  The  goal 
of  business,  Fleming  says  flatly,  is 
profits.  Which  means  you  don't  let 
the  overhead  get  out  of  control. 
And  you  ate  careful  not  to  stretch 
your  capital  or  your  talents  too  thin. 
Example:  Big  as  it  is  worldwide, 
Fleming  had  no  offices  of  its  own 
outside  the  U.K.  until  it  established 
one  in  New  York  in  1968.  How  do 
you  operate  abroad,  invest  abroad, 
without  offices  abroad? 

"We're  still  a  little  Scottish  when 
it  comes  to  overseas  outposts,"  says 
Fleming.  When  Fleming  did  decide 
it  needed  a  Hong  Kong  outpost  it 
recalled  that  for  decades  the  Flem- 
ings had  been  investing  in  Jardine, 
Matheson,  which  had  long  been 
controlled  by  their  fellow-Scot 
Keswick  family.  The  result  was 
Jardine-Fleming,  Hong  Kong,  in 
1970.  This  year,  Jardine-Fleming 
opened  up  in  Tokyo. 

Australia?  "Oh  yes,  a  major  pro- 
ducer of  raw  materials,  with  two- 
way  trade  and  two-way  investment 
coming.  But  it  is  not  an  important 
money  center  yet;  perhaps  a  few 
years  from  now  we  will  need  some- 
one there.''  Won't  the  market  be 
crowded  by  then?  Of  course  it  will 
be,  but  Fleming  doesn't  worry 
about  its  chances  of  getting  a  good 
slice  anyhow. 

Not  surprisingly,  when  Fleming 
went  into  Europe,  it  was  with  old 
friends,  Compagnie  Financiere  de 


Nice 

neighborhoods 

to  grow  in. 


The  Northern  Plains.*  Middle-sized  cities 
with  all  the  basics  you  expect  in 
an  efficient  business  operation. 
And  all  the  young,  healthy, 
ambitious  opportunities 
desirable  for  new  expansion. 

Perhaps  this 
is  the  enticing  frontier  to  match 
your  enthusiastic  growth  plans. 

Northern  Natural  Gas  Company  wants 

to  give  you  a  starter- GROWTH  CENTERS 

IN  THE  NORTHERN  PLAINS- 10,000  to 

rife  50,000  sized  cities.  It's  a  publication 

featuring  excellent  characteristics 

of  35  cities  in  this  category. 

And  it's  written  to  answer  your 

basic  questions.  (Information 

also  available  on  other  size  cities.) 


For  your  free  copy,  fill  out  the  coupon. 
We'll  help  you  fill  in  the  spaces. 


rF i 


y 


•IOWA.  KANSAS. 
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Director 
W.  A.  Spitzenberger, 
AREA  DEVELOPMENT 
DEPARTMENT 
NORTHERN  NATURAL 
GAS  COMPANY 
2223  DODGE  ST. 
OMAHA,  NEBRASKA 
68102 
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There'll  never  be  any  more 
homes  like  these.  Ever. 


You're  looking  at  the  oceanfront  in  Boca  Raton,  Flor- 
ida. That's  the  world-famous  Boca  Raton  Hotel  & 
Club  on  the  left.  Sub-tropical  locations  like  this,  on 
the  ocean  and  the  lake  across  from  a  resort  club  that 
is  a  legend  in  our  time,  are  rare... practically  impos- 
sible to  find.  Since  the  days  of  Addison  Mizner,  the 
genius  that  made  Palm  Beach  and  Boca  Raton  what 
they  are  today,  Boca  Raton  has  maintained  its  heri- 
tage..  .and  its  identity  as  a  place  apart  from  the  world 
around  it.  The  third  building  from  the  right  on  the 
ocean  is  Arvida's  Sabal  Shores,  a  condominium  on 
360  feet  of  private  beach.  Some  apartments,  built 
atyesterday'scosts,  are  still  available.  We  don't  believe 
you'll  ever  be  able  to  buy  at  these  prices  again.,  .much 
less  in  a  location  like  this.  Applications  to  purchase 
are  being  accepted. 

Sabal  Shores 

Developed  by  AR V1DA  CORPORATION 
701  South  Ocean  Boulevard  /Boca  Raton,  Florida  33432 

This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  prospectus  filed  with  the  Depart- 
ment of  Law  in  the  State  of  New  York.  The  Attorney-General  of  the  State  of  New  York  has  not  passed 
on  or  endorsed  the  merits  of  this  offering.  A  copy  of  this  offering  is  available  upon  request. 


The  Money  Men 


the  man  you  want 

to  succeed 

reads 

Forbes 


Suez  et  de  l'llnion  Parisienne.  Pri- 
vate U.S.  banker  Brown  Bros. 
Harriman  was  invited,  too,  and  the 
result  for  Europe  was  Fleming, 
Suez,  Brown  Bros.  Ltd.,  in  London 
with  nic.e,  comfortable  transatlan- 
tic connections. 

The  Robert  Fleming  foothold 
at  100  Wall  Street  in  New  York  is 
only  three  years  old.  Robert  Flem- 
ing Inc.  is  there  to  aid  London 
management  in  more  quickly  exe- 
cuting orders,  and  to  find  corporate 
finance  and  new-issue  business  in 
the  U.S.  There  is  a  50-50  Fleming 
partnership  with  a  small  Manhat- 
tan investment  advisory  firm,  now 
Fleming,  Berger-Kent,  to  look  over 
the  U.S.  institutional  business  that 
Fleming  is  going  after.  Fleming's 
own  British-funded  U.S.  portfolios 
will  continue  to  be  managed  from 
London,  but  in  recent  years  the 
London  management,  working 
through  smaller  firms  like  Berger- 
Kent,  has  espied  these  further  U.S. 
opportunities. 

So  much  for  Richard  Fleming's 
credentials.  How  about  his  rath- 
er optimistic  attitude  toward  the 
U.S.  stock  market?  Isn't  he  worried 
about  violence?  Labor  unrest?  The 
generation  gap?  Consumerism? 

"Yes,  America  has  changed,"  he 
says,  "and  has  been  looking  for 
ways  to  improve  its  society.  Right- 
ly so.  What  is  good  for  General 
Motors  must  now  be  immediately 
questioned,  not  taken  for  granted 
as  being  good  for  America. 

"Until  the  Fifties,  and  even  the 
Sixties,  the  United  States  was  80%, 
even  100%,  capitalist-activated. 
The  basic  difference  now  in  Amer- 
ica is  that  by  no  means  does  eveiy 
cent  of  the  profit  dollar  go  to  the 
shareholders." 

Fleming  believes  that  social  pro- 
grams will  bring  a  new  form  of  so- 
cial stability,  and  that  America  has 
moved,  "as  we  [Britain]  have, 
though  a  little  too  fast,  perhaps. 

"The  United  States  is  so  much 
stronger  than  other  nations,  I  don't 
think  it  has  anything  to  fear.  Wall 
Street  is  frenetic,  but  the  ordinary 
businessmen  we  talk  to,  in  Chi- 
cago, in  Atlanta,  in  Dallas,  are  rath- 
er surprised  at  the  pessimism,  and 
confident  in  their  own  potential. 

"America's  hangup  is  that  people 
are  dismayed  because  the  economic 
turnaround  is  taking  a  little  longer 
than  they  thought,"  says  Fleming. 
"But  they'll  get  through  it  all  right, 
though  in  1973  rather  than  1972."» 
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How  FLOWERS  OF  ZINC  guard  steel 
against  rust  for  20  years  and  more 


The  myriad  of  shining  zinc  "petals"  which  galvanizing 
deposits  on  steel,  form  both  a  shield  and  an  "electric 
fence"  against  rust.  □  The  layer  of  zinc  protect  s  first  as 
a  mechanical  barrier  which  completely  covers  the  steel 
to  seal  out  corrosion's  attack.  Zinc's  secondary  defense 
is  called  upon  when  the  protective  coating  is  scratched, 
gouged  or  worn  through  to  the  steel  itself.  Then,  an  elec- 
trochemical current  of  galvanic  action  fences  these  gaps 
and  the  zinc  slowly  sacrifices  itself  as  it  continues  to 
protect  the  steel.  □  Galvanized  steel  supplies  a  com- 
bination of  strength,  corrosion-resistance  and  economy 
found  in  no  other  material.  This  is  why  it  is  so  widely 
used  on  highway  guard  rail,  bridges,  transmission  towers, 
reinforcing  rod,  automobiles  and  many  other  applications 
throughout  industry.  O  To  protect  steel— the  basic  ma- 
terial of  our  civilization— the  use  of  zinc  for  galvanizing 
grew  from  355,399  tons  in  1960  to  426,724  tons  in  1970. 


As  the  nation's  largest  producer  of  zinc,  St.  Joe  con- 
tinues to  enjoy  a  major  share  of  this  market.  □  For 
information  about  our  performance  over  the  past  ten 
years,  send  for  our  latest  annual  report. 


Galvanized  steel  guard  rail  on  the  New  Jersey  Turnpike  has 
a  record  of  no  passenger  vehicle  breakthrough  and  no  main- 
tenance after  ten  years. 


STJOE 

MINERALS  CORPORATION 


.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants,  Iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York.  New  York  10017,  Tel.  (212)  986-7474 


A  New  New-Issues  Boom?  j 


Once  again  new  companies  are  coming  to  the  public 
for  money,  hoping  everyone  has  forgotten  1969-70. 


Based  on  the  number  of  companies 
filing  for  registration  with  the  Se- 
curities &  Exchange  Commission, 
there  may  be  a  new  issues  boom  in 
the  next  two  years  that  could  break 
the  record  number  (1,026)  of  issues 
offered  to  the  public  in  1969. 

Last  year  only  357  companies  went 
public,  and  this  year's  total  will  bare- 
ly surpass  that.  But  since  fall,  the 
SEC  has  been  receiving  20  filings  per 
week,  compared  with  an  average  of 
only  seven  in  early  1971.  In  Novem- 
ber there  was  an  average  of  ten  is- 
sues going  public  per  week,  double 
the  average  in  the  year's  first  half. 

In  a  way,  the  public's  demand  for 
these  new  issues  is  a  surprise.  It  was 
only  a  couple  of  years  ago  that  Wall 
Street  was  peddling  a  raft  of  under- 


experienced,  undercapitalized  "com- 
panies" to  the  public  at  stratospheric 
prices  ("Golden  Eggs?  Or  Lemons?" 
Forbes,  July  15,  1969).  Many  quick- 
ly fell  apart.  "The  downside  potential 
for  garbage  is  all  the  way  down,"  says 
Arthur  Lack,  editor  of  New  Issue 
Outlook.  "Any  new  issue,  good  or  bad, 
became  a  dirty  word  in  the  depths 
of  the  bear  market." 

Partly  because  of  buyer  caution, 
current  new-issue  prices  are  far  more 
reasonable  than  in  the  old  bull  mar- 
ket days.  Solid  companies  like  Merrill 
Lynch  are  offering  their  shares  at 
price/ earnings  multiples  of  20  in  con- 
trast to  Electronic  Data  Systems'  de- 
but at  well  over  300  times  earnings  in 
1968.  Average  new-issue  P/E  ratios 
are    generally    under    20,    compared 


with  the  1968-69  average  of  40. 
At  those  prices,  most  recent  new  is- 
sues held  up  well  even  before  the 
market  picked  up  late  last  month.  As 
a  result,  most  recent  new  issues  are 
still  priced  within  10%  of  their  offer- 
ing price.  Many  are  established  com- 
panies with  earnings  histories. 

What  kinds  of  companies  are  go- 
ing •  public  these  days?  Brokerage 
houses,  publishers,  computer  hard- 
ware, real  estate  and  home  building, 
department  and  discount  stores  and 
apparel  firms  (see  table  below)  are 
among  those  after  investor  money. 

As  in  the  past,  some  of  these  com- 
panies will  stumble  and  fade  away. 
But  more  seem  destined  to  survive, 
perhaps  even  prosper,  than  in  the  bad 
old  days  of  1969.   ■ 


Net 

Price/ 

Market 

Sales*  Income' 

( 

Offering  Offering  Recent 

Latest  12 

Earnings 

Value 

($  millions) 

Company 

Business 

Date 

Price 

Price   J 

Months  EPS 

Ratio 

(Smiliions)*' 

$59.6 

$6.2 

Hillenbrand  Industries 

Hospital  Equipment;  Caskets 

1/28 

$36.50 

373/8 

$2.48 

15 

$19 

21.7 

1.7 

Lennar 

Real  Estate  Development 

2/18 

10.00 

35% 

1.42 

25 

31 

327.8 

18.4 

Levi  Strauss 

Apparel 

3/3 

47.00 

333/4 

1.92 

18 

46 

18.0 

1.2 

Bresler  &  Reiner 

Real  Estate  Development 

3/23 

17.00 

12% 

1.14 

11 

5 

105.2 

2.2 

Interpublic  Group 

Advertising  Agencies 

3/24 

17.50 

18% 

2.25 

8 

14 

59.0 

1.8 

Kuhn's — Big  K  Stores 

Discount  Department  Stores 

4/1 

20.50 

32% 

1.18 

28 

17 

18.1 

2.2 

A.  T.  Cross 

Writing  Instruments 

4/7 

27.00 

31  y* 

1.22 

26 

16 

33.7 

3.6 

Multimedia 

Newspapers  &  Broadcasting 

4/7 

25.00 

30% 

1.70 

18 

14 

24.6 

1.4 

Progressive 

High  Risk  Auto  Insurance 

4/15 

18.00 

24% 

1.62 

15 

9 

46.4 

4.3 

Health-Tex 

Mfrs.  Children's  Apparel 

4/29 

19.50 

33% 

1.30 

26 

34 

36.5 

1.1 

Mervyn's 

Department  Stores 

4/29 

20.50 

26% 

1.04 

26 

8 

80.4 

9.3 

Fort  Howard  Paper 

Disposable  Paper  Products 

5/4 

27.75 

34% 

1.57 

22 

15 

205.6 

2.0 

Great  Scott  Super  Markets 

Supermarket  Chain 

5/13 

12.50 

9% 

1.16 

8 

3 

17.6 

0.8 

General  Recreation 

Leisure  Products 

5/25 

12.00 

5% 

0.58 

9 

3 

27.4 

1.6 

Stevcoknit 

Knit  Fabrics 

5/25 

14.00 

15% 

1.20 

13 

6 

46.4 

1.0 

Glosser  Bros. 

Department  &  Discount  Stores 

6/8 

15.00 

H3/4 

1.12 

10 

4 

125.9 

0.9 

Hannaford  Bros. 

Food  Distributor;  Supermarkets 

6/9 

15.50 

13% 

1.79 

8 

3 

75.7 

6.7 

Block  Drug 

Dental  Care  Products;  Drugs 

6/15 

20.00 

193/4 

0.84 

24 

5 

178.0 

5.8 

Washington  Post 

Newspaper;  Magazine; 
Broadcasting 

6/15 

26.00 

21 

1.36 

15 

28 

53.0 

3.9 

R.  P.  Scherer 

Mfr.  Pharmaceutical  Capsules 

6/17 

30.00 

543/4 

1.40 

39 

25 

473.0 

40.7 

Merrill  Lynch 

Securities 

6/23 

28.00 

29% 

2.17 

13 

116 

30.2 

2.5 

Rossmoor 

Real  Estate  Development 

7/15 

9.25 

7% 

0.86 

9 

7 

21.5 

0.8 

Coca-Cola  Bottling  Midwest 

Soft  Drink  Bottler 

7/20 

25.50 

18% 

1.08 

17 

4 

20.1 

1.5 

Pandick  Press 

Financial  &  Corporate  Printing 

7/27 

11.00 

12 

1.28 

9 

6 

67.7 

2.9 

Nordstrom  Best 

Shoe  &  Apparel  Retailing 

7/29 

24.50 

243/4 

1.48 

17 

11 

55.1 

0.7 

Big  V  Supermarkets 

'Shop-Rite'  Franchise 

8/12 

9.00 

6% 

0.90 

7 

2 

248.2 

d  2.3 

Omega-Alpha 

Multi-Company 

8/25 

5.50 

3% 

d 

— 

15 

17.6 

0.6 

Ryland  Group 

Home  Builder 

9/9 

23.00 

303/4 

1.01 

30 

9 

37.7 

4.0 

BIC  Pen 

Mfr.  Ball-point  Pens 

9/15 

25.00 

26 

1.66 

16 

17 

137.7 

d  2.4 

Bache 

Securities 

9/16 

16.00 

10% 

2.26 

4 

25 

99.1 

5.2 

Scholl 

Footcare  Products 

9/16 

23.50 

18% 

1.28 

15 

12 

87.6 

0.7 

Robert  E.  McKee 

General  Contractor 

9/21 

17.00 

10% 

1.58 

7 

3 

12.2 

1.0 

Steak  &  Ale  Restaurants 

Limited  Menu  Restaurants 

9/28 

20.00 

40  y4 

0.9/ 

41 

14 

28.2f 

1.4f  CBWL  Hayden  Stone 

Securities 

10/4 

12.50 

8 

1.41 

6 

8 

36.4 

1.8 

SCA  Services 

Waste,  Vending  &  Building 
Services 

10/5 

24.00 

223/4 

0.98 

23 

11 

68.7 

4.2 

Manitowoc 

Mfr.  Heavy  Lift  Cranes 

10/6 

23.00 

15% 

2.47 

6 

4 

41.8 

1.9 

Shaw  Industries 

Mfr.  Carpets 

10/15 

20.50 

17% 

1.10 

16 

10 

41.4 

0.7 

Grand  Central 

Department  Store  Chain 

10/19 

16.50 

143/4 

1.10 

13 

4 

131.6 

9.2 

Playboy  Enterprises 

Publishing;  Clubs  &  Hotels 

11/3 

23.50 

15% 

1.11 

14 

17 

28.2 

1.1 

Coca-Cola  Bottling  Miami 

Soft  Drink  Bottler 

11/16 

18.50 

20% 

0.83 

25 

13 

Source    h 

ew  Issue  Outlook;   Forbes.          "Lait 

,eor  ovoiloble.          t-9  months  results.          •• 

Includes  only 

shares  pul 

jlicly  held 
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[HE  TIE  THAT  BINDS 


It  isn't  hard  to  fall  head 
heels  in  love  with  the  idea 
vning  something  special. 

Like  a  shiny  new  20,000 
n  tank  car. 

But  that  kind  of  an  affair 
is  drawbacks. 

For  one  thing,  it  can  cost 


you  a  good  deal  of  your  freedom. 

You'll  find  you've  got 
more  and  more  precious  capital 
tied  up  in  those  cars.  You'll  find 
that  money  has  a  way  of 
disappearing  into  the  repair  shop 
and  never  coming  out  again. 

And  you'll  find  it's  only  a 
matter  of  a  few  years  before 
something  newer  and  better 
catches  your  eye,  and  there  you 
are,  stuck  with  last  year's 
model. 
The  next  time  you're 


thinking  of  getting  hitched  to  a 
piece  of  major  capital  equipment, 
like  a  tank  car,  or  a  ship,  or  a 
storage  terminal,  or  an  airplane, 
we  hope  you'll  think  of  us. 

Leasing  your  20,000  gallon 
tank  car  from  us  may  not  be 
quite  the  same  as  having  your  very 
own  true  love. 

But  there's  no  need  to 
worry. 

In  this  case,  there  are 
7,436  more  exactly  like  her, 
all  yours  for  the  asking. 


GAFX 


General  American  Transportation  Corporation,  Chicago  60680 


k 


"WHOEVER 
WROTE  THAT 
AUSTIN  AD  WAS 
A  MIND-READER 

THEY  HAD 
SOLVED  OUR 
PROBLEM 
WITHOUT  EVEN 
KNOWING  WHAT 

IT  was:' 


WALTER  C.  MERCER, 
PRESIDENT  AND 
CHIEF  EXECUTIVE  OFFICER 
OHIO  NATIONAL  BANK 


"The  ad  just  happened  to  hit  me 
at  the  right  time. 

"It  gave  us  an  idea  for  a  remote 
operations  center  as  a  way  of 
solving  our  problem. 

"There  it  was!  The  kind  of  facility 
we  needed— already  built  by  Austin 
for  another  bank. 

"I  flew  to  Seattle  to  see  it  for 
myself,  and  came  away  convinced 
that  this  was  the  answer. 

"I  also  came  away  with  a  very 
solid  opinion  of  the  Austin  Com- 
pany, the  firm  we  eventually  chose 
for  the  job.  Their  work  for  us  will 
total  about  $7,000,000." 


Aim  high. 

Notice  this  man's  title? 

President  and  Chief  Executive 
Officer. 

The  man  in  charge.  The  man  you 
talk  to  if  you  want  to  get  things  done. 
Make  no  mistake  about  it— the  man 
responsible  for  the  bottom  line  is 
at  the  bottom  of  the  big  purchases. 

He's  your  target.  So  why  not  take 
a  shot  at  him? 


We  know  what's 
holding  you  back. 

We've  heard  your  favorite  gripes 
about  advertising  to  top  manage- 
ment. 

Oh,  sure— you'll  give  us  a  light 
pat  on  the  back  here  and  there. 
You'll  grant  that  a  campaign  to 
business  can  help  change  your 
image  or  polish  it  up  a  little.  It  can 
generate  some  awareness,  im- 
press Wall  Street,  improve  the 
'climate'. . .  you'll  give  us  that . . . 
and  that's  all  very  nice. 

But  you're  interested  in  measur- 
able results.  For  every  dollar  you 
spend,  you  want  to  see  something 
real,  something  tangible. 

To  put  it  bluntly,  you  want  to 
know  how  much  business  an  ad 
brought  in. 

And  forget  the  intangibles. 


The  measurement  gap. 

You're  looking  for  a  precise  tool 
—a  sure-fire  method  of  measuring 


the  effectiveness  of  business 
advertising. 

You  want  the  kind  of  measure- 
ments they've  got  over  in  the  pack- 
age goods  field. 

They  can  tell  in  a  short  time 
how  the  product  is  moving  off  the 
shelves. 

They've  got  sales  audits— like 
Nielsen  and  SAMI  to  keep  tabs  on 
the  category  and  the  competition. 
If  there's  a  bump  in  sales,  they  know 
whether  the  category  is  growing 
or  whether  they're  taking  business 
away  from  the  other  guy. 

We'd  like  that,  too.  But  we  don't 
have  it. 

Not  when  lead  time  in  industrial 
buying  stretches  into  months— even 
years.  Not  when  your  customer 
might  require  a  lengthy  study  be- 
fore making  his  decision. 

It's  pretty  hard— when  the  sale's 
finally  made— to  trace  it  back  to 
advertising. 

Especially  with  so  many  other 
factors  operating— like  price,  avail- 
ability, quality,  delivery,  service. 

It's  a  far  cry  from  deciding  be- 
tween two  toothpastes  at  490. 

We  know  we've  got  to  refine  our 
measuring  techniques.  Recent 
work  in  the  field  has  been  encour- 
aging. The  Morrill  study,  for  ex- 
ample. Here,  for  the  first  time,  is 
impressive  evidence  that  advertis- 
ing makes  your  salesmen  more 
effective.  That  advertising  actually 
lowers  your  cost  of  selling. 

But  just  because  we  still  lack 
a  quick  and  simple  method  for 
measuring  results  doesn't  mean 
that  advertising's  not  getting  them. 

And  we  can  prove  it. 


We're  going  to  let  you  hear 
from  the  men  who  know  it  works— 
because  it  worked  on  them. 

Men  like  Mr.  Mercer. 

Chairmen,  Presidents,  Vice 
Presidents— we  hear  from  them 
all  the  time. 

We're  going  to  let  them  tell  you 
how  they  were  influenced  by  an  ad. 

Men  high  up  the  ladder,  who've 
had  a  real  influence  in  purchases. 

And  these  men  are  doing  more 
than  just  approving  the  money— 


they're  selecting  the  supplier. 

If  you  can  stand  just  one  little 
chart,  this  one  will  spell  it  out. 


In  over  2/3  of  purchase  decisions  studied, 
executives  at  the  V.  P.  level  or  higher  were 
involved  in  supplier  selection.  Purchases 
ranged  from  $2000  to  $13  million. 


We  speak 

to  the  man  in  charge. 

The  men  we're  talking  about  are 
hard  to  see. 

Ask  your  salesman. 

He  can  waste  a  lot  of  time  trying 
to  see  them— cooling  his  heels 
in  a  reception  room. 

But  why  should  he?  Let  him 
spend  his  time  against  the  men  he 
can  easily  see.  That's  where  he's 
most  effective. 

And  let  us  get  you  a  regular  ap- 
pointment with  the  man  in  charge. 

We'll  put  you  right  in  his  lap. 


BusinessWeek 


Forbes 


Fortune 


Time 


Newsweek 


U.S.News  ftWfr 

Where  you  hit 
top  management. 


Coming  attractions 

Our  next  ad  features  a  contractor 
who  almost  let  the  big  one  get  away 
—until  the  way  to  land  it  jumped 
out  of  an  ad  at  him. 


Faces  Behind  the  Figures 


Rauch  of  Smith  Kline  &  French 


Defensive  Jab 

In  business  as  in  Southeast  Asia, 
escalation  is  a  dirty  word  these 
days.  But  when  a  company  starts 
to  worry  that  it  is  losing  out,  it 
escalates  the  competition. 

When  Chairman  Thomas  M. 
Rauch,  49,  took  over  four  years 
ago  as  chief  executive  of  Philadel- 
phia's Smith  Kline  &  French,  it  was 
one  of  the  U.S.'  most  profitable 
companies.  It  still  is.  But  over  the 
past  five  years  it  has  shown  about 
the  poorest  earnings  growth  in  its 
industry  (barely  1%  a  year)  and 
one  of  the  sharpest  drops  in  profit- 
ability (from  a  34.4%  to  a  23%  re- 
turn on  equity). 

So  Rauch  has  escalated  by  dis- 
counting the  major  branded  drugs 
of  competitors  that  have  come  off 
patent  or  can  be  licensed.  He  start- 
ed with  eight  topselling  non-SK&F 
drugs  with  a  combined  retail  vol- 
ume of  around  $250  million,  includ- 
ing several  antibiotics,  a  tranquil- 
izer (meprobamate,  better  known 
as  Miltown  or  Equanil)  and  a  hor- 
mone.   Already   SK&F   detail   men 


are  out  beating  the  drums  for  the 
new  branded  line,  priced  roughly 
25%  below  competing  branded 
drugs.  Because  volume  is  crucial 
in  such  <&  (relatively)  low-margin 
venture,  Rauch  plans  to  add  stead- 
ily to  the  new  line  from  the  most 
widely  prescribed  items  in  the  $2.2 
billion  off-patent  or  licensable  ethi- 
cal drug  field— as  many  as  30  new 
items  a  year,  according  to  some 
reports.  It  is  one  of  the  most  am- 
bitious discounting  attacks  yet  seen 
in  ethical  drugs. 

But  it  is  doubtful  whether  they 
will  contribute  much  to  SK&F  earn- 
ings in  the  next  few  years.  So  why 
is  Rauch,  a  veteran  sales  executive 
who  led  the  brilliantly  successful 
launch  of  Contac,  so  hot  for  dis- 
counting? Best  guess  is  that  he  is 
just  trying  to  blitz  the  competition 
before  it  takes  advantage  of  such 
opportunities  as  the  tranquilizer 
Thorazine,  which  was  SK&F's  larg- 
est-selling and  most  profitable 
drug,  prior  to  coming  off  patent 
last  year. 

As  they  say,  the  best  defense  is 
a  you-know-what.  ■ 


From  Prince  to  Pauper 

Five  years  ago,  when  miniskirts 
were  all  the  rage,  pantyhose  sud- 
denly turned  into  a  gold  mine. 
Women  needed  something  to  cover 
their  nether  halves,  and  the  hosiery 
companies  obliged,  at  $5  to  $6  a 
pair.  From  near  nothing,  pantyhose 
sales  soared  to  over  $1.1  billion. 

Then  a  novel  idea  occurred  to 
Thomas  N.  Roboz,  chairman  of 
then  smallish  ($44-million-sales) 
hosiery  maker  Chadbourn,  Inc., 
seeking  to  build  production  quick- 
ly. Germany's  Schulte  &  Dieckhoff, 
at  some  S200  million  sales  reputed- 
ly the  world's  largest  pantyhose 
maker,  was  keen  to  enter  the  U.S. 
market.  Hobo/,  offered  to  lend  the 
money  to  build  S&D  seven  panty- 
hose plants  in  Puerto  Rico,  agree- 
ing to  take  much  of  the  plants'  out- 
put, and  got  an  option  to  buy  the 
plants  and  possibly  S&D  as  well. 

Hut  Roboz  overlooked  S&D's 
marketing  drive.  Instead  of  simply 
shipping  its  low-cost  pantyhose  to 
U.S.  retailers  to  sell  under  their 
own  house  names,  S&D  began  an 
aggressive  campaign  to  market  its 
own  low-priced  ($1  vs.  a  typical 
$3  or  more  for  brand  names)  Lady 
Brevoni   brand  through  supermar- 


kets.  In   two  years   Lady   Brevoni 
captured   around   5%   of   the   frac- 
tured pantyhose  market,  becoming 
one  of  the  U.S.'  biggest  brands. 
For  a  while,  the  deal  looked  as 


Roboz  of  Chadbourn 


though  it  might  make  Roboz  the 
pantyhose  king  of  North  America. 
His  share  of  the  cheap  Puerto  Ri- 
can  production  plus  the  output  of 
his  eight  U.S.  plants  lifted  Chad- 
bourn's  earnings  from  8  cents  a 
share  in  1967  to  32  cents  last  year. 

But  then  the  pantyhose  produc- 
tion of  the  textile  giants  like  Bur- 
lington and  Kayser-Roth  started 
building  up;  the  Lady  Brevoni 
brand  suddenly  became  a  major 
competitor;  and  women  began  to 
wear  pants  suits  and  long  skirts 
which  don't  require  pantyhose. 
Soon  domestic  pantyhose  output 
slumped  from  a  high  of  120  million 
dozen  pairs  to  a  current  annual 
rate  of  about  100  million  dozen. 
And  where  quality  pantyhose  used 
to  sell  for  $3.50  to  $4,  today  it  is 
more  likely  to  be  $2.  Many  makers 
now  simply  ship  on  consignment. 

And  Roboz?  He's  not  talking 
these  days,  but  the  record  is  plain 
enough.  In  its  July  31  fiscal  year 
Chadbourn  lost  $17.6  million 
against  a  profit  of  $1.3  million  in 
1970  and  $2.8  million  in  1969,  and 
its  stock  is  down  from  21  to  3. 

A  hot  stock  in  1968,  a  trendsetter 
in  1969,  a  $17.6-million  loser  in 
1971;  well,  that's  the  fashion  busi- 
ness for  you.  ■ 
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Al  Rockwell 
shoots  for  the  moon, 
but  he  gets  back  down  to 
earth  every  month  in 
Field  &  Stream 
with  Mike  O'Neill. 


Top  men  look  to  each  other 
in  magazines  like  Field  & 
Stream.  Al  Rockwell,  left,  is 
chairman  of  North  Amer- 
ican Rockwell.  His  firm  built 
the  Apollo  capsule  that 
took  our  astronauts  to  the 
moon.  His  world  is  one 
of  outer  space,  jet  aircraft, 
automobiles,  boats  and 
finance.  But  when  he  touches 
down,  Field  &  Stream 
is  his  magazine.  Because, 
basically,  Mr.  Rockwell  is  an 
environmentalist.  He's 
contributed  generously  to 
wildlife  foundations.  He 
shoots,  hunts,  fishes,  and 
serves  on  President  Nixon's 
Environmental  Quality 
Advisory  Committee. 

MichaelJ.  O  Neill,  right, 
publisher  of  Field  &  Stream, 
faces  up  to  the  problems 
of  sportsmen  in  an  outdoor 
world  threatened  by 
pollution.  His  positive  posi- 
tions draw  readers  from 
management's  top  echelon. 
Here  is  a  magazine  pub- 
lished, edited  and  staffed  by 
people  deeply  concerned 
about  the  vital  earth 
they  tread  and  write  about. 
And  over  7,000,000  adult 
readers  are  involved  with  us. 
Including  men  with  house- 
hold incomes  of  $25,000 
or  more.  We  reach  them  at  a 
lower  cost  per  thousand 
than  National  Geographic, 
Outdoor  Life  or  Sports 
Afield.* 

When  you're  out  to  say 
something  to  the  Al 
Rockwells  of  this  world,  say 
it  here.  It  might  even  reach 
the  Man  on  the  Moon. 


FiekkStream 

America's  Number  One 
Sportsman's  Magazine 


*Simmons  1971 


Faces  Behind  the  Figures 


Half  a  Loaf 

Over  75%  of  the  patent  cases  de- 
cided by  the  courts  result  in  declar- 
ing the  patents  invalid,  which  un- 
derstandably upsets  the  Justice  De- 
partment. What  it  fears  is  that  the 
increasing  disorganization  in  the 
country's  patent  system  has  permit- 
ted many  companies— particularly 
big  ones— to  build  highly  profitable 
monopoly  positions  based  on  ille- 
gal patents. 

One  of  the  solutions  that  the 
Justice  Department  has  proposed 
is  incorporated  into  the  proposed 
new  Patent  Reform  Act,  now  be- 
fore the  Senate  Judiciary  Commit- 
tee. Under  its  terms  lawyers  would 
be  required  to  file  an  oath— swear- 
ing, in  effect,  that  they  believe 
the  patent  is  valid.  This,  the  Jus- 
tice Department  believes,  will  cut 
down  on  illegal  patents  and  pro- 
mote more  competition. 

But  William  E.  Schuyler  Jr.,  who 
recently  resigned  as  Commissioner 
of  Patents,  fears  it  will  have  exactly 
the  opposite  effect:  It  will  restrict 
competition,  says  Schuyler,  by  its 
effect  on  the  small  inventor.  "Law- 
yers are  going  to  have  a  bonanza. 
Before   a   lawyer   makes    such    an 


oath,  you  know  how  much  money 
he's  going  to  spend  making  sure 
he's  right."  The  resulting  increase 
in  the  cost  of  getting  a  patent  will, 
he  fears,  "practically  eliminate  the 
small  inventor." 

Schuyler  concedes  that  change 
is  needed  in  the  present  system  un- 
der which  the  Patent  Office  spends 
maybe  $300  or  $500  searching  for 
prior  art.  But  after  a  product  thus 
patented  reaches  the  market,  a 
competitor  may  spend  $25,000  and 
turn  up  enough  evidence  to  invali- 
date the  patent.  This  situation, 
Schuyler  feels,  has  the  effect  of 
stacking  the  cards  against  the  small 
inventor. 

Instead  of  a  lawyer's  oath, 
Schuyler  would  like  the  U.S.  to 
adopt  the  petty  (petit)  patent  sys- 
tem now  used  in  Germany  and  Ja- 
pan. This  limited  form  of  patent 
protection  prohibits  only  direct  imi- 
tation, and  would  be  valid  for  a 
shorter  term,  perhaps  five  or  ten 
years  instead  of  the  present  17.  "It 
protects  inventions  of  lesser  impor- 
tance, those  not  worthy  of  consti- 
tutional standards,"  says  Schuyler. 

Obviously,  the  petty  patent  is 
not  a  perfect  solution,  affording  its 
holders  sharply  diminished  protec- 


Patent  Lawyer  Schuyler 


tion  as  compared  with  present  pat- 
ents. On  the  other  hand,  given 
current  legal  fees,  many  inventors 
can  afford  no  protection  at  all.  Half 
a  patent  is  better  than  none.   ■ 


The  Merchant  of  France 

A  growth  company  in  France? 
Like  Avon  or  Xerox?  Yes,  and  it's 
called  Carrefour.  It's  a  combination 
retailer-supermarket-old  fashioned 
grocery  chain  unlike  anything  in 
the  U.S.,  and  it's  going  over  big. 
Only  eight  years  old,  it  has  sales 
Hearing  $360  million  and  is  among 
Europe's  most  profitable  compa- 
nies, earning  38%  on  equity. 

The  man  responsible  is  Marcel 
Foumier,  a  onetime  haberdasher, 
who  decided  in  the  early  Sixties 
that  France,  then  and  still  a  strong- 
hold of  the  small  shopkeeper,  was 
finally  ready  for  a  U.S. -style  dis- 
count operation.  In  1962  he  visited 
the  U.S.  to  set  how  it  was  done  by 
pros  like  Kresge  and  Zayre. 

Yet  when  Foumier  returned  to 
France,  what  emerged  was  some- 
thing totally  different  from  any 
U.S.  discount  operation.  Instead  of 
the  typical  American  15,000- 
square-foot  supermarket,  Four- 
nier  constructed  mammoth— the 
largest  one  in  Marseilles  is  235,000 
square  feet— structures  called  hy- 
permarkets,       with        merchandise 


stacked  to  the  ceiling.  Instead  of 
wheedling  neighborhood  shop- 
keepers to  take  adjoining  space, 
Foumier  rents  them  stalls  right  in 
his  hypermarkets'  parking  lots.  His 


Foumier  of  Carrefour 


store  managers,  instead  of  follow- 
ing orders  from  a  central  office,  do 
their  own  buying,  promotion,  pric- 
ing. They  are  also  well  paid,  earn- 
ing about  as  much  ($30,000)  as  a 
French  cabinet  minister. 

The  biggest  difference  from  a 
U.S.  operation,  though,  is  Four- 
nier's  merchandise.  Most  American 
merchants  try  to  separate  food  and 
nonfood  retailing;  a  woman  buying 
a  sweater,  they  feel,  will  not  put 
it  in  a  shopping  cart  with  a  sack 
of  potatoes.  But  Foumier  stocks 
everything  from  shoes  to  cham- 
pagne to  dresses  to  toys  to  even 
braces  of  pheasant  (birdshot  and 
all)  in  his  stores.  French  women 
love  it,  and  Fournier  has  concluded 
that  food  and  nonfood  discounting 
do  mix— provided  you  give  the  bar- 
gains, such  as  champagne  for  $3.40 
instead  of  $4.40.  Why  did  he  reject 
his  U.S.  advisers?  "I  simply  fol- 
lowed my  instincts,"  he  says. 

Now  Fournier  wants  to  try  out 
his  new  kind  of  merchandising 
against  the  U.S.'  entrenched  dis- 
counters. "It's  not  a  joke,"  he  says. 
"It  is  a  wish,  a  hope  and  it  would 
be  a  consecration."  ■ 


The  key  to 
today's  private  placement 

market: 

Nation-wide  coverage 
of  institutional 
requirements. 

The  sele<  live  marketing  oi  today 's  private  placements,  with 
appropriate  man  hing  of  buyer  and  seller,  i  equires  a  very 
particular  set  of  credentials  on  (Ik-  part  of  the  investment 
banker  who  is  the  placing  agent. 

Nation-wide  liaison  with  institutional  investors  of  every 
kind  and  an  in-depth  knowledge  of  their  requirements  are 
key  qualifications.  ()nl\  with  this  broad  base  of  institu- 
tional contacts  can  an  appropi  tate  institutional  investor  be 
selected,  consistently,  tor  any  offering.  And  only  with  a 
highly  knowledgeable  background  in  institutional  require- 
ments can  a  meaningful  offering  memorandum  he  pre- 
pared, lor  all  types  ol  issues,  built  around  terms  thai  suit 
everyone  concerned. 

These  ate  the  qualifications  that  have  plated  Salomon 
Brothers,  who  specialize  in  institutional  coverage,  among 
the  top-ranking  investment  hanking  firms  in  private  place- 
ments. This  specialization  is  particularly  important  in  ar- 
ranging private  placements  that  ate  well-designed  and 
well-documented  to  meet  the  requirements  of  both  cor- 
porations and  institutions. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 


Members  New  York  Stock  Exchange,  Inc. 

Offices:  Ni-u  York.  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas 
Los  Angeles,  Philadelphia,  St.  Louis,  San  Francisco. 


Faces  Behind  the  Figures 


The  Duncan  Brothers 


The  Cream  in  Their  Coffee 

The  Scharffenbergers  ( George, 
president  of  City  Investing,  and  Bill, 
president  of  Riegel  Paper)  are  pos- 
sibly the  best-known  brother  act  in 
U.S.  business.  But  now  they  have 
rivals.  Last  month,  when  Charles 
W.  Duncan  Jr.  (above,  right)  was 
named  president  of  the  Coca-Cola 
Co.  (1970  sales:  $1.6  billion),  one 
of  the  first  people  to  congratulate 
him  was  a  co-founder,  former  pres- 
ident and  now  executive  commit- 
tee chairman  of  Gulf  &  Western 
(fiscal  1971  sales:  $1.6  billion). 
His  name:  John  H.  Duncan  (left). 

Though  the  Houston-born-and- 
raised  Duncan  brothers  are  very 
close,  fate  separated  their  business 
careers  in  1957.  That  year  the 
family's  Duncan  Coffee  Co.  was 
sold  to  another  coffee  firm  after  the 
death  of  the  founder,  the  boys' 
uncle.  Charles  stayed  on  as  a  man- 
ager, but  in  1958  John  joined  con- 
glomerator  Charles  Bluhdorn— him- 
self a  coffee  importer— in  a  prede- 
cessor of  Gulf  &  Western. 

Charles  soon  got  a  chance  to 
buy  back  the  codec  company.  John 
joined  in  the  purchase,  but  stayed 
with  Gulf  &  Wes      i     In  1964  they 


sold  the  Duncan  company  to  Coca- 
Cola.  The  brothers  and  their  part- 
ners got  some  $30  million  worth  of 
Coke  stock.  And  now,  Charles,  in 
his  turn,  was  on  his  way  to  the  top 
of  a  major  company,  in  this  case, 
Coca-Cola. 

Obviously,  there  are  no  flies  on 
the  Duncan  brothers. 

Though  both  Charles  and  John 
Duncan  have  risen  to  No.  Two 
spots  in  two  of  the  largest  U.S. 
corporations,  their  styles  differ. 
Charles  is  more  the  model  of  the 
aggressive  corporate  executive— "a 
tough,  outgoing  mover,"  says  one 
friend.  He  has  lived  in  London  and 
then  Atlanta  as  part  of  his  swift 
rise  at  Coke.  Now,  say  some,  he  is 
being  groomed  by  chief  executive 
J.  Paul  Austin  as  his  successor. 

John,  considered  more  self-ef- 
facing and  easygoing,  is  a  Hous- 
tonian  to  the  core.  When  Gulf  & 
Western  moved  to  New  York  in 
1967,  he  said  no,  stepping  down 
from  the  presidency  to  head  its  ex- 
ecutive committee,  on  which  he 
now  spends  less  than  half  of  his 
time.  Many  feel  John  has  been  a 
key  moderating  influence  on  the 
flamboyant  Bluhdorn.*  "John  was  a 
very  good  counterbalance  for  Bluh- 


dorn in  the  early  days,"  says  a  for- 
mer associate.  "He  is  a  methodical 
planner,  a  conservative  type  who 
impresses  bankers." 

The  Duncan  brothers'  accom- 
plishments have  paid  off  in  other 
ways.  Johns  holdings  in  Gulf  & 
Western  are  worth  at  least  $4.8 
million  at  current  prices.  He  still 
has  much  of  his  original  holdings 
in  Coke,  which,  if  still  intact,  would 
be  worth  about  $13  million.  He 
also  has  branched  out  within  the 
Houston  business  establishment,  in- 
vesting in  everything  from  real  es- 
tate to  an  industrial  hardware  sup- 
ply outfit.  Charles'  holdings  in 
Coke  are  worth  some  $24  million, 
and  he  is  now  on  the  boards  of 
such  prestigious  outfits  as  Trust  Co. 
of  Georgia  and  Southern  Railway. 
One  associate  guesses  that  the 
Duncan  brothers  may  be  worth  to- 
gether as  much  as  $50  million. 
Both  also  are  members  of  a  Hous- 
ton-based limited  partnership  called 
Southwest  Growth  Pool.  Among  its 
investments:  Coca-Cola  and  Gulf 
&  Western.  ■ 


'Bluhdorn,  when  he  learned  FORBES  was  doing 
this  piece,  passed  on  a  suggestion  for  an  illustra- 
tion: a  picture  of  AM  McGraw  and  Ryan  O'Neal, 
the  stars  of  "Love  Story."  G&W's  big  moneymaking 
movie,  sipping  Cokes. 
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Faces  Behind  the  Figures 


Superlobby 

If  they  ever  give  awards  for 
Washington  lobbying,  D.  Grant 
Mickle,  president  of  the  Highway 
Users  Federation  for  Safety  &  Mo- 
bility, should  get  a  special  citation. 
The  Federation  is  supported  by  the 
tax-deductible  contributions  of 
auto,  oil,  steel  and  tire  companies. 
Mickle  is  the  chief  guardian  of  the 
mammoth  Highway  Trust  Fund, 
which  has  spent  $49.5  billion  over 
the  last  15  years  financing  the  In- 
terstate Highway  System. 

Miekle's  main  task  is  to  make 
sure  no  one  else  dips  into  the  trust 
fund  and  its  an  annual  inflow  of 
v~  7  billion. 

Mickle  and  the  other  leaders 
of  the  highway  lobby  have  done 
their  job  well.  So  far,  ever)  cent  of 
the  trust  fund  has  been  spent  on 
highways.  The  money  comes  from 
federal  taxes  on  gasoline,  trucks, 
buses,  trailers,  tires,  parts  and  ac- 
cessories. All  paid,  of  course,  b\ 
highway  users.  So— the  lobby  ar- 
gues—the  tax  money  should  be 
spent    to   benefit    the   people   who 


Lobbyist  Mickle 


pay  the  taxes.  To  critics  who  reply 
that  by  the  same  logic  liquor  taxes 
could  be  spent  to  build  saloons,  the 
highway  men  simply  shrug. 

In  the  last  few  weeks,  however, 
the  highway  lobbyists  have  shown 
that  they  are  more  interested  in 
the  principal  than  in  the  principle. 
They  have,  in  fact,  been  casting 
covetous  eyes  on  liquor  taxes.  Up- 
set   bv    the    fact    that    the    new    tax 


bill  would  eliminate  the  excise  tax 
on  light  trucks,  which  contributes 
about  $350  million  a  year  to  the 
trust  fund,  the  lobby  persuaded 
Senator  Russell  Long  (Dem.,  La.) 
to  find  a  new  source  of  cash  for 
the  trust  fund.  The  solution?  Li- 
quor taxes.  Under  Long's  plan,  $350 
million  would  have  been  diverted 
annually  from  liquor  taxes  to  fat- 
ten the  highway  trust  fund. 

Since  everyone  knows  driving 
and  drinking  don't  mix,  why  pay  for 
highways  out  of  whiskey  and  gin 
money?  Mickle  explains  it  this  way: 
"There  is  some  justification  for  us- 
ing this  tax  in  particular,  because 
of  the  relationship  between  high- 
w  ay  fatalities  and  alcohol." 

The  whole  scheme  was  eventual- 
ly killed  by  the  Senate-House  Con- 
ference Committee  after  the  Sen- 
ate had  approved  the  bizarre  plan 
46  to  43.  A  good  many  Ameri- 
cans are  coming  to  think  that  some 
of  those  billions  could  be  better 
spent  on  things  other  than  con- 
crete and  asphalt.  Some  congress- 
men may  be  getting  the  message. 
The  highway  lobby  clearly  isn't.   ■ 


The  Grass  Isn't  Greener 

Whai      businessman      hasn't,     at 

times,  dreamed  of  doing  something 
different?  Painting,  perhaps.  Be- 
coming a  tennis  pro.  ft  xlucing  a 
Broadway  show.  Well,  II.  Ridgely 

Bullock  produced  Broadway  hits 
like  Tennessee  Williams'  Sight  of 
the  Iguana  and  (lops  like  Albert 
( 'am  us'  Caligula  for  nearly  a  dec- 
ade. Then  one  day.  he  asked  him- 
self: "Is  this  what  I  want  to  be 
doing  when  I'm  50?"  So  he  quit. 
And  today,  at  37.  he  is  president 
of  New  York's  UMC  Industries. 

Bullock's  path  to  UMC  was 
roundabout.  At  the  age  of  31  Bul- 
lock enrolled  at  the  University  of 
Virginia  law  school,  winding  up  a 
few  years  later  with  onetime  Stu- 
debaker-Woi  thington  Chairman 
Randolph  H.  Guthrie  at  the  Wall 
Street  law  firm  of  Mudge,  Rose, 
Guthrie  &  Alexander.  "As  a  theatri- 
cal producer,'"  he  says,  "I  used  to 
hate  lawyers.  I  wanted  to  know 
Iwic  I  could  do  what  I  wanted  to 
do,  and  all  they'd  do  was  tell  me 
why.  I  couldn't."  As  a  lawyer,  Bul- 
lock tried  to  provide  the  how— 
mainly  for  foreign  clients  like  the 
Banque  de  Paris  et  des  Pays-Bas. 

Which  is  how  he  came  to  UMC. 


The    bank     had     financed     Liqui- 

donics'  L968  tender  oiler  for  UMC, 

a   staid   St.    Louis   match   and    \end- 

ing-machine  outfit.  When  the  take- 
over failed.  Liquidonics  threatened 
to  default  on  its  loans.  Bather  than 
bankrupt  the  company,  the  bank 
opted  to  buy  out  Liquidonics'  51% 
interest     in     UMC— at    well    above 


Bullock  of  UMC  Industries 
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market— and  in  early  1970  moved 
Guthrie  and  Bullock  in  as  chair- 
man and  president  to  assure  re- 
covery of  its  investment.  "Wall 
Street  responded  nobly  to  the  an- 
nouncement that  two  lawyers  were 
going  to  run  the  company,"  says 
Bullock,  "by  taking  the  stock  down 
from  16  to  about  9)2." 

As  it  turned  out,  UMC  was  also 
in  trouble.  Earnings  were  falling. 
Bullock  straightened  UMC  out, 
with  the  result  that  1971  shapes 
up  as  a  record  year.  "We  were  very 
fortunate,"  Bullock  says.  "UMC 
was  a  good  little  company— a  very 
strong  company  in  some  areas." 
With  its  strength  again  evident,  its 
stock  rebounded,  recently  sold  near 
19.  Indeed,  last  month  Bullock 
made  a  deal  to  sell  the  Banque's 
UMC  holdings  to  International 
Minerals  &  Chemicals  at  a  comfort- 
able $6-million  paper  profit— as  a 
first  step  toward  a  merger. 

So  where  does  that  leave  Bul- 
lock? He's  not  sure.  He's  still  a 
partner  at  Mudge,  Rose.  But  he 
wonders  if  he  can  go  on  leading  a 
double  life  forever,  and  he's  not 
sure  he  doesn't  prefer  the  execu- 
tive life.  And  why  not?  Broadway 
isn't  the  only  business  that  responds 
to  a  canny  producer.  ■ 
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"One  of  the  most  dangerous 
myths  is  'bottom  line  fixation.'  The  idea 
that  the  manager  with  the  highest 
rate  of  return  must  be  the  one  to  hire. 

"That's  understandable,  of  course. 
Everybody  wants  maximum  return. 
But  in  the  real  world,  maximum 
return  often  means  maximum  risk. 

"I  think  a  company  would  be  bet- 
ter off  to  determine  what  its  objec- 
tives should  be  and  what  risk  it  is 
willing  to  assume.  Then  pick  a  man- 
ager who  understands  those  objec- 
tives and  risks. 

Tb  each  his  own 

"Another  myth  is  the  horse-race 
concept.  The  idea  that  it's  always 
smart  to  hire  a  bunch  of  managers 
and  let  them  fight  it  out. 

"Offhand,  that  sounds  like  a 
good  idea.  Multiple  managers  some- 
times make  sense.  But  I've  found  that 
most  managers  are  good  at  certain 
things  and  not  so  good  at  others. 

"Instead  of  letting  managers 
compete,  I  think  it's  better  to  hire 
them  for  what  they  do  best. 

Big  may  be  better 

"One  myth  that  really  bothers 
me  is  the  idea  that  you  have  to  lose 
something  if  you  go  with  a  large 
investment  counseling  firm.  Nonsense. 
Each  of  our  counselors  functions  very 
much  like  a  small  firm.  With  certain 
differences: 


"For  one  thing,  we  have  our  own 
securities  research  department.  We  do 
use  outside  research,  but  we're  not 
dependent  on  it. 

"A  second  difference  is  having 
our  own  economic  research  depart- 
ment. With  25  professional  economists. 

"Third,  I  think  our  size  can  make 
it  easier  to  fine-tune  a  portfolio  to  a 
client's  needs.  We  have  the  manpower 
to  keep  track  of  a  wide  range  of  stocks. 

"Fourth,  we  have  continuity  of 
management.  Edie  has  been  around 
40  years,  good  times  and  bad.  I  know 
that  some  companies  want  a  "star"  to 
handle  their  money.  But  stars  come 
and  go.  And  when  there's  only  one,  how 
much  of  his  time  can  you  actually  get? 

"What  it  all  comes  down  to  is  that 
picking  an  investment  manager  is  a 
lot  more  complex  than  it  seems. 

"If  you  think  there  might  be  a 
better  way  to  manage  your  retirement 
trust  assets,  send  me  a  note.  We're  at 
530  Fifth  Avenue,  New  York,  New 
York  10036." 
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Lionel  Dt  Edie  &  Company,  Inc. 

Investment  Counselors  •  Economic  Consultants 

A  wholly  owned  subsidiary  of  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 
U.S.  offices:  Atlanta,  Charlotte,  Chicago,  Cincinnati,  Dallas,  Houston,  Los 
Angeles,  Minneapolis,  New  York,  Philadelphia,  Phoenix,  Pittsburgh,  San 
Francisco.  Foreign  offices:  Geneva,  Switzerland,  and  Kobe,  Japan.  Head- 
quarters: 530  5th  Avenue,  New  York,  New  York. 


"Picking  an  investment 
counselor  is  a  lot  like 
panning  for  gold. 

"IfouVe  got  to  separate 
the  myth  from  the  reality." 


Or.  Joseph  E.Mile8,Vice  President 
and  Director  of  New  York  ( 'ounseling, 
Lionel  D.Edie  &  Company, Inc. 


The  Funds 


Chicago's  Big  Three 

Of  the  more  than  600  registered 
mutual  funds,  only  a  handful  call 
Chicago  home.  Why  so  few?  Mid- 
westerners,  say  fundmen,  are  clos- 
er to  the  land,  and  thus  more  con- 
servative; mortgages  and  cattle 
and  wheat  are  more  real  to  them 
than  stock  certificates. 

Given  this  predilection,  one 
would  expect  what  few  funds  are 
headquartered  in  Chicago  to  he 
conservative  ones,  and  they  are. 
Each  of  the  top  three  Chicago  fund 
groups  lias  taken  a  conservative 
approach  to  investing. 

"We  are  the  largest  independent 
investment  counseling  firm  west 
of  the  East,  says  Vice  Chairman 
Robert  Woods  of  Stein,  Roe  & 
Farnham,  which  can  now  boast 
over  S2  billion  in  its  nonmutual 
fund  accounts.  Founded  in  1932  in 

a  period  of  bank  and  investment 
company  scandals,  now -retired 
Sydnej  (Jim)  Stein  Jr.  set  as  lus 
partnership's  mission  to  become 
what  a  good  bank  trust  department 
ought  to  be  but  in  those  days  all 
too  often  was  not.  That  meant  stav  - 
ing  out  of  brokerage  to  avoid  po- 
tential conflicts  of  interest.  It 
should     go     without     saving     that 

Stein  stressed  the  conservation  of 

assets  and  earning  power  as  well 
as  growth.  Stein's  succeeding  part- 
ners have  carried  on  the  tradition. 

In  the  late  forties  SR&F  fol- 
lowed archrivals  Scudder,  Stevens 
&  Clark  of  Boston  and  Baltimore's 
T.  Rowe  Price  into  no-load  mutual 
funds  for  much  the  same  reason- 
to  avoid  having  to  turn  away  the 
maiden  aunts  of  wealthy  investors 
who  had  nowhere  near  the 
$500,000  minimum  needed  to  open 
an  individual  account.  Today 
SR&F's  Balanced  Fund  is  the  larg- 
est no-load  balanced  fund,  with 
$171  million  in  assets.  In  Forbes* 
most  recent  Mutual  Fund  Survey 
(Aug.  15)  it  ranked  an  outstand- 
ing A  in  up  markets  and  an  abom- 
inable F  in  down  ones.  Reason: 
The  equity  portion,  75%  of  the 
fund,  is  in  growth  stocks  that  sag 
sharply  in  market  declines. 

The  SR&F  Stock  Fund,  with 
about  S150  million  in  assets,  has 
performed  more  consistently.  It 
ranked  B  in  up  markets  and  C  in 
down— better  than  most  similar 
load  funds  could  muster. 

SR&F's   most   troublesome   fund 


*tieea«    to 

CHICAGO-O'HARE 
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venture  began  as  a  Canadian-based 
fund  to  take  advantage  of  a  tax 
gimmick  that  was  wiped  out  in 
1962.  Then  it  came  to  the  United 
States  and  continued  in  foreign  in- 
vestments—only to  get  hit  with  the 
interest  equalization  tax  on  pur- 
chases of  foreign  stocks.  Now  it  is 
called  the  SR&F  Capital  Oppor- 
tunities Fund,  and  concentrates  its 
S19-million  assets  on  high-growth, 
high-quality  stocks  even  to  the  ne- 
glect of  industry  diversification. 

"The  thing  we've  done  particu- 
larly well  is  identifying  good 
growth  stocks  like  3M  very  early," 
savs  SR&F  chairman  of  the  execu- 
tive committee,  Lawrence  Hickey. 
"Our  new  fund  should  help  us 
keep  it  up."  This  is  the  tiny  ($21- 
million-assets)  SRF  Fund  that 
tries  to  pick,  while  they  are  still 
small,    the    Xeroxes    of    tomorrow. 
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But  it  is  still  run  conservatively: 
Entrance  is  limited  to  SR&F  em- 
ployees and  wealthy  clients  who 
the  partners  are  sure  can  afford 
the  risks. 

Why  do  SR&F's  no-load  funds 
have  only  $361  million  in  assets? 
They  do  so  little  promotion  that  it 
is  hardly  even  a  soft  sell.  "We 
simply  grow  very  slowly  by  word 
of  mouth,"  answers  Executive  Vice 
President  Robert  Mueller.  "As  a 
no-load  we  have  no  salesmen,  just 
referrals  from  our  present  clients. 
We  do  zero  advertising,  for  two 
reasons.  One,  we  don't  think  it's 
worthwhile.  And  two,  we  inherited 
the  policy  from  an  era  when  ad- 
vertising was  looked  upon  as  be- 
ing slightly  evil." 

Not  all  Chicago  funds  are  no- 
load.  The  city's  two  largest  fund 
complexes  both  charge  the  con- 
ventional 8.5%  sales  commission, 
have  remarkably  similar  recent 
histories,  are  neighbors  on  La  Salle 
Street  (Chicago's  Wall  Street)  and 
bear  maddeningly  similar  names- 
Supervised  Investors  Services  and 
Security  Supervisors.  The  found- 
ers of  Security  Supervisors  sold  out 
in  1969  to  the  holding  company 
for  International  House  of  Pan- 
cakes. However,  when  Internation- 
al got  into  trouble,  its  principals 
told  Herbert  F.  Horwich,  now  head 
of  the  fund  group,  to  look  "for  a 
new  home"— that  is,  someone  to 
sell  out  to.  Last  May  Horwich 
made  a  deal  with  Lincoln  National 
Life  Insurance,  which  had  already 
bought  Chicago  Title  &  Trust, 
which  in  turn  owned  Halsey  Stew- 
art &  Co.,  the  well-known  Chicago 
investment  bankers. 

Security  Supervisors  boasts  Chi- 
cago's oldest  (1933)  mutual  fund, 
Selected  American  Shares  with 
$213  million  assets,  whose  Forbes 
rating  of  D  in  up  markets  and  B 
in    down    betrays   its   conservative 
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The  Funds 


bent.  Not  so  its  Selected  Special 
Shares,  a  growth  fund  that  was 
started  in  1967  and  that  racked  up 
a  spectacular  52%  gain  in  1968. 
But  its  most  spectacular  achieve- 
ment was  losing  only  about  20%  of 
the  gain  in  the  1969-70  market 
collapse:  In  January  1969  it  fore- 
saw the  market  break  and  shifted 
out  of  technology  companies  and 
conglomerates. 

Until  recently,  neighbor  Super- 


vised Investors  Services  was  owned 
by  Kansas  City  Southern  Indus- 
tries, a  railroad  holding  company. 
But  last  year  Kansas  City  South- 
ern sold  it  to  Chicago-based  insur- 
ance holding  company  Kemperco. 

"Chicago  is  a  good  place  to  run 
a  fund,"  agrees  Thomas  V.  Wil- 
liams Jr.,  research  head  of  Super- 
vised Investors  Services.  "Almost 
any  place  is  better  than  New  York. 
You  don't  get  that  sheep  instinct, 


This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State 

of  New  York  and  the  Bureau  of  Securities.  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither 

the  Attorney  General  of  the  Stata  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey  nor  the 

Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 

Any  representation  to  the  contrary  is  unlawful. 


150,000  Units 

NJB  Prime  Investors 

750,000  Shares  of  Beneficial  Interest  and 
$15,000,000  Q%%  Convertible  Subordinated  Debentures  due  1901 


These  securities  are  being  offered  Initially  only  in  Units,  each  consisting  of  five  Shares 
and  $100  principal  amount  of  Debentures.  The  Shares  and  the  Debentures  may  not  be 
transferred  separately  until  February  1, 1972  or  such  earlier  date  as  may  be  designated 
by  agreement  between  the  Trust  and  the  Representatives  of  the  Underwriters.  There- 
after, the  Debentures  will  be  convertible  into  Shares  on  or  before  November  1, 
1991,  unless  previously  redeemed,  at  $21  per  Share,  subject  to  adjustment  in  certain 
events.  The  Debentures  are  subject  to  optional  redemption  at  any  time  and,  com- 
mencing November  1,  1961,  will  be  subject  to  redemption  through  a  sinking  fund. 


Price  $200  per  Unit 


Copies  of  the  Prospectus  ore  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  Slate. 
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with  everyone  following  everyone. 
You  get  independent  thinking  out 
here.  You  have  no  idea  what  the 
big  New  York  banks  are  doing, 
and  you're  not  subject  to  the  ru- 
mors oPWall  Street.  You  just  look 
at  the  fundamentals." 

Besides  managing  $1  billion  for 
the  'Kemper  group  of  companies, 
Williams'  group  runs  Supervised 
Investors  Growth  Fund,  with  $189 
million  in  assets,  and  two  small- 
er funds.  But  its  pride  and  joy 
is  $622-million-assets  Technology 
Fund,  by  far  Chicago's  largest. 
Founded  in  1948  as  the  Television 
Fund,  it  rode  that  industry's  suc- 
cess until  it  hit  an  off  year  in  1950, 
at  which  point  the  fund  changed 
its  name  to  TV-Electronics  and 
continued  climbing  for  a  decade. 
But  Williams  claims  its  portfolio 
gradually  accumulated  more  than 
its  share  of  cats  and  dogs,  for 
which,  he  says,  "you  couldn't  find 
any  buyers.  It  took  four  years  to 
straighten  our  problems  out." 

Now  Technology  Fund— its  third 
name  in  23  years— has  adopted  a 
nimble  expedient  to  avoid  being 
clobbered  along  with  the  technol- 
ogy stocks.  It  invests  in  companies 
that  may  merely  use  some  aspect 
of  technology— for  example,  a  su- 
permarket that  uses  a  new  distri- 
bution system. 

Williams  agrees  with  his  Chica- 
go counterparts  that  the  Midwest's 
conservatism  has  rubbed  off  on  his 
funds.  "We  didn't  get  caught  up 
in  the  go-go  fad  like  some  of  our 
eastern  competitors,"  he  says. 
"We're  fundamentalists  here.  If  we 
buy  a  piece  of  junk,  at  least  we 
identify  it  as  a  piece  of  junk  and 
don't  get  mesmerized  that  it's  a 
growth  company."  Williams  also 
thinks  midwestern  fundmen  have 
an  advantage  over  Wall  Streeters 
in  dealing  with  sharp  market 
swings:  "We  look  for  companies 
and  industries  where  emotions  have 
unduly  depressed  stocks,  like 
trucking,  or  fire  and  casualty." 

Not  surprisingly,  the  heads  of 
all  three  of  these  Chicago  fund 
groups  feel  much  the  same  about 
the  market.  The  worst  of  the  bear 
market  is  over,  they  agree.  Stocks 
are  now  reasonably  priced,  and  the 
market  should  rise  next  year  as  bet- 
ter earnings  are  reported. 

Conventional?  Perhaps.  But 
what  can  you  expect  of  Chicagoans 
who,  the  song  claims,  often  dance 
with  their  own  wives?  ■ 
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(  and  you'll  pay  for  it  BIG  ) 


A  number  of  magazines  have  enjoyed  considerable 
success  in  attracting  local  advertisers  to  their  regional 
editions.  Occasionally,  national  advertisers  have  been 
attracted  to  these  regionals  for  assorted  reasons 
(spelled  C-O-S-T).  They  feel  they're  economizing. 

Not  so. 

Really,  not  so  —  at  least  not  among  management 
magazines. 

FORBES  is  directed  to  top  management  in  America's 
largest  corporations.  There  is  nothing  regional  about 


the  spheres  of  influence  in  which  executives  of  this 
calibre  operate.  As  a  result,  we  offer  no  regional  edi- 
tions of  our  circulation. 

On  the  other  hand,  our  principal  competitors,  Busi- 
ness Week  and  Fortune,  offer  four  regional  splits  of 
their  circulations  at  sizable  cost  premiums.  The  com- 
parative cost  of  using  regional  editions  of  Business 
Week  or  Fortune,  as  opposed  to  using  full  run  pages 
in  FORBES,  underscores  the  tremendous  inefficiency 
of  these  petite  editions: 


1971  RATES -FORBES  VS.  REGIONAL  BUSINESSWEEK 

FORBES 

BUSINESSWEEK 

Circulation  rate  base 

625,000 

Northeastern 

Midwestern 

Southern 

Western 

280,000 

170,000 

110,000 

115,000 

Cost  per  page— black  &  white 
Cost  per  page  per  thousand 

$   6,750.00 
10.80 

$4,600.00 
16.43 

$2,870.00 
16.88 

$1,800.00 
16.36 

$1,970.00 
17.13 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,280.00 
26.00 

4,540.00 
26.71 

2,980.00 
27.09 

3,120.00 
27.13 

1971  RATES-  FORBES  VS.  REGIONAL  FORTUNE 

FORBES 

FORTUNE 

Circulation  rate  base 

625,000 

Eastern 

Midwestern 

Southern 

Western 

215,000 

140,000 

85,000 

89,000 

Cost  per  page— black  &  white 
Cost  per  page  per  thousand 

$   6,750.00 
10.80 

$4,630.00 
21.53 

$3,160.00 
22.57 

$1,880.00 
22.12 

$1,990.00 
22.36 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,030.00 
32.70 

4,830.00 
34.50 

2,850.00 
33.53 

3,030.00 
34.04 

The  latest  subscriber  studies  for  all  three  publications 
indicate  top  management  concentrations  of  39%  in 
each  audience.  However,  we  have  found  no  evidence 
which  supports  an  assumption  that  there  are  execu- 
tives in  any  one  section  of  the  country  whose  decision-. 


making  power  makes  them  worth  premiums  of  fifty  to 
over  one  hundred  percent  in  advertising  costs. 
FORBES  reaches  the  men  who  own  and  run  business 
throughout  America— with  efficiency  and  far,  far  lower 
CPMs. 

Forbes:  capitalist  tool 


Martin  Wagner 
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Why  should  he  care  that  his  broker  managed  the 
most  corporate  financings  in  the  past  decade? 


Martin  Wagner  is  a  name  representing  substantial  in- 
vestors to  whom  tax  and  estate  considerations  are  impor- 
tant. Today,  by  taking  advantage  of  municipal  bonds,  he 
is  working  to  build  current  and  future  income.  He's  lock- 
ing in  yields  which  may  not  be  equalled  again  and  which 
can  be  free  of  State  as  well  as  Federal  income  taxes. 

But  as  economic  conditions  change,  and  he  balances 
his  portfolio  with  securities  for  long-term  capital  gain, 
Kidder,  Peabody's  unmatched  corporate  finance  record 
means  we'll  have  a  great  variety  of  ideas  and  merchandise 
to  offer  him. 

In  short,  Mr.  Wagner  wants  a  stockbroker  for  all  sea- 
sons. And  we  believe  Kidder,  Peabody's  leadership  in 
investtTK  ing  demonstrates  that  we  have  the  finan- 

cial skills  a  \perience  to  serve  him  with  highly  sophis- 
ticated adv 

We're  coi  dent  you'll  discover  these  skills  yourself 
when  you  do  business  with  Kidder,  Peabody.  For  one 
thing,  our  typical  registered  representative  isn't  typical. 

Carefully  selected,  he  serves  bolh  the  managers  of  in- 


stitutional portfolios  and  substantial  individual  investors. 
This  is  the  caliber  of  salesmen  we  attract.  Men  who  can 
serve  500-share  investors  with  10,000-share  skills. 

In  addition,  the  Kidder,  Peabody  representative  restricts 
himself,  by  choice,  to  far  fewer  customers  than  the 
brokerage  industry  average.  He  has  the  time  and  skill  to 
be  an  individualist,  serving  your  particular  investment 
goals.  Behind  him  is  the  research  and  opinion  of  our 
highly  respected  staff  of  analysts  and  economists. 

Our  current  report,  "If  You're  Not  Getting  6%-8%  for 
Your  Money,  Someone  Else  Is,"  can  be  obtained  by  writ- 
ing or  phoning  for  your  copy. 

■■I  Kidder,  Peabody 

II  O   V-O.   INCORPORATED 
Foundtd  1865 
BM(m^rj  NewYork  ami  American  Slock  Exchanges 

20  EXCHANGE  PLACE  •  NEW  YORK,  N.Y.  10005 
Boston  •  Philadelphia  •  Chicago  "  Los  Angeles  *  San  Francisco 
Atlanta  '  Dallas  and  23  other  cities  across  the  country 
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Composed  of  the  following' 
Production 

•  How  much  are  we  producing"?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering9 
(Dept  ol  Commerce  latest  three  months  new 
orders  or  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building9  iDept    ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Depl.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt9  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services9  ( Dept  ol  Commerce 


SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.5 

JUNE 136.6 

JULY  137.5 

AUG 140.3 

SEPT 142.9 

OCT.  (Prel.)    143.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept   of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

ByL.O.  Hooper 


Year-End  Hopes  And  Fears 


Hope  rises  eternally  in  the  common 
stock  investor's  breast,  so  tliis  welcome 
respite  from  sellitm  lias  led  many  op- 
timists to  ask  if  the  beat  market  is  not 
entirely  over.  After  one  has  written 
about  stocks  for  more  than  50  years, 
there  is  an  inclination  to  avoid  getting 
out  on  a  limb  that  could  be  sawed  off 
In  some  unexpected  or  overlooked 
factor  or  set  of  factors.  But  it  is  my 
present  thought  that  the  burden  of 
proof  about  the  broader  trend  is  on 
the  hulls,  not  the  bears.  I  think  this  is 
a  rally  in  a  longer  hear  market,  and 
that  stocks— most  stocks— will  be  lower 
some  time  in  1972  than  at  any  time  in 
1971.  That's  not  hedging! 

The  present  rally,  which  started  in 
the  last  days  of  November  without 
any  news  stimulant  whatever,  followed 
a  135-point  decline  in  the  DJI  from 
an  intraday  high  of  925.67  on  Sept.  8 
to  an  intraday  low  of  790.67  on  Nov. 
23.  A  50%  retracement  of  this  decline, 
which  I  regarded  as  a  minimum  ex- 
pectation, carried  the  industrials  back 
to  around  858;  a  60$  retracement 
would  be  about  872,  and  a  75%  re- 
tracement 892.  I'm  suggesting  that 
this  market  rally  might  logically  top 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


out  somewhere  in  the  875-900  range, 
and  that  anything  above  900  would 
be  just  overshooting  the  mark. 

Right  here  in  the  last  half  of  De- 
cember, the  fundamentals  about  in- 
dividual values  don't  count  much  in 
near-term  price  changes.  In  the  first 
place,  this  is  a  technical  rally  from  a 
sharp  decline,  and  some  stocks  are 
more  sold  out  than  others.  An  extreme 
example  is  overvalued  Bausch  &  Lomb, 
(about  150).  The  shorts  are  not  mak- 
ing any  money  in  it  because  the  short 
interest  is  so  overcrowded.  Another  ex- 
ample is  Texas  Gulf  Sulpliur  (around 
13),  which  does  not  go  up  because 
there  is  so  much  tax  selling  in  it. 
Which  brings  me  to  my  second  point: 
At  this  time  of  year  there  are  always 
many  transactions  that  are  consum- 
mated exclusively  for  tax  purposes. 
Third,  this  is  a  thin  market  in  many, 
many  stocks,  except  when  some  insti- 
tution (bank,  insurance  company  or 
mutual  fund )  suddenly  decides  to  buy 
or  sell  a  bloc  and  negotiates  a  deal 
which  is  merely  registered  (not  actual- 
ly arranged)  on  the  Exchange.  Such 
a  "printing"  on  the  tape  stirs  up  the 
animals  sometimes,  and  sometimes  it 
doesn't.  Then  there  is  the  year-end 
reinvestment  demand,  which   is  very 


real.  There  is  a  seasonal  inflow  of 
funds  for  investment.  That  usually 
helps  the  quality  issues  more  than  the 
more  speculative  ones. 

The  point  is  that  there  are  many 
passing  nonrecurrent  crosscurrents  in 
the  last  half  of  December  and  the  first 
half  of  January,  which  makes  the  year- 
end  selectivity  of  the  market  confused. 
In  a  normal  year,  and  usually  even  in 
an  abnormal  year,  there  is  likely  to  be 
more  cheer  than  worry  in  the  stock 
market  throughout  Christmas  and 
New  Year's. 

Uncertainty 

I  am  reluctant  to  comment  too  defi- 
nitely on  Phase  2.  It  is  a  mess  and  in 
a  state  of  flux,  and  there  is  always  the 
possibility  of  something  major  hap- 
pening here  before  the  reader  gets  this 
magazine.  Unless  there  is  a  major 
change  in  the  trend  of  price  and  wage 
edicts  soon,  Phase  2  is  more  inflation- 
ary than  deflationary— except  for  one 
thing.  That  is  the  confusion,  uncer- 
tainty and  disappointment  which  it  is 
creating.  That  in  itself  can  prove  more 
deflationary  than  almost  anything  else. 
What  I  suspect  is  that  we  are  moving 
toward  an  eventual  confrontation  be- 
tween Big  Labor  and  Government. 

The  major  economic  difficulty,  of 
course,  is  in  the  international  area. 
The  prosperity  of  at  least  four  of  the 
great  nations  is  dependent  on  foreign 
trade.  It  is  almost  impossible  for  coun- 
tries like  Germany,  Japan,  Italy  and 
The  Netherlands  to  conduct  orderly 
export  and  import  trade  unless  they 
know  the  value  of  the  various  curren- 
cies in  which  they  must  deal.  The  un- 
certainty since  Aug.  15  has  done  great 
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damage  to  the  prosperity  of  Japan 
and  Germany,  and  any  business  dis- 
tress abroad  eventually  finds  reflec- 
tion in  America.  That's  why  these  in- 
ternational currency  conferences  are 
so  important.  If  appropriate  currency 
stabilization  could  be  attained,  it 
would  be  a  favorable  development. 
I'm  afraid,  however,  that  currencies 
will  have  to  float  longer  before  de  fac- 
to value  relationships  can  be  accom- 
plished. I  question  the  monetary  value 
now  of  any  agreement  until  we  know 
the  real,  more  lasting  supply-demand 
relationships  between  the  various  cur- 
rencies. I  don't  think  stabilization  can 
be  accomplisbed  by  premature  edict. 

I  don't  know  any  more  about  the 
Middle  East  war  danger  than  anyone 
else.  My  hunch  is  that  if  the  Arabs 
really  wanted  to  fight  they  would  be 
fighting  rather  than  talking  so  much 
about  it.  Thus  far,  too,  this  seems  to 
be  the  opinion  of  the  stock  market  it- 
self. The  Middle  East  war  potential, 
of  course,  is  the  explanation  for  the 
low  P/Es  of  the  international  oils. 

Going  Great 

About  the  only  stock  that  I  feel  real- 
ly confident  about  is  Federal  National 
Mortgage  (79),  which  I  have  men- 
tioned so  many,  many  times  in  this 
column.  I  can  see  the  possibility  that 
in  some  quarters  next  year  Fanny  Mae 
may  earn  as  much  as  $2.25  or  $2.50 
a  share.  Almost  everything  seems  to 
be  working  in  the  right  direction  for 
this  perfectly  huge  company.  .  .  .  I'm 
not  keen  about  computer  stocks,  and 
have  not  been  for  some  time.  I  am  in- 
trigued, however,  about  Control  Data 
(41),  because  the  company  owns 
Commercial  Credit  and  therefore  has 
a  good,  sound  earnings  base  outside 
the  computer  area.  While  the  comput- 
er business  is  not  being  "given  away" 
in  the  price  of  this  stock,  it  does  not 
carry  a  very  high  valuation.  The  stock 
certainly  is  much  cheaper  than  when 
the  public  was  falling  all  over  itself  to 
buy  it  at  more  than  150  in  1967,  1968 
and  1969.  .  .  .  One  very  good  oil  stock 
which  has  had  a  big  drop  is  Amerada 
Hess  (42).  While  I  am  not  a  bull  on 
stocks  for  the  next  few  months,  I  think 
this  one  is  low  enough  to  accumulate. 

In  the  Jan.  1,  1971  issue  I  estimated 
earnings  on  the  Dow  Jones  industrials 
in  1971  at  between  $52  and  $55  a 
share.  The  figure  for  the  12  months 
ended  with  September  is  $53.12  a 
share,  so  my  estimate  will  be  "in  the 
ball  park."  It  is  too  early  to  estimate 
earnings  on  the  Dow  for  1972,  but  I 
am  willing  to  predict  that  some  of 
these  recently  heard  so-called  "sophis- 
ticated" earnings  estimates  of  between 
$65  and  $69  are  much  too  high.  If 
there  is  any  improvement  in  1972  over 
1971  it  will  be  small.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Just  A  Year-End  Rally  Or...? 


What  is  this  powerful  rally  that  was 
kicked  off  while  all  too  many  people 
were  enjoying  a  long  Thanksgiving 
weekend?  Is  it  just  a  year-end  rally 
which  usually  occurs  at  this  time,  or 
have  the  bears  (and  were  they  not 
vociferous  before  that?)  been  driven 
into  prolonged  hibernation? 

It  is  unfortunate  that  Wall  Street 
terminology  leaves  so  little  flexibility. 
It's  either  got  to  be  a  bull  market 
which,  almost  by  definition,  must  car- 
ry "the  averages''  through  the  roof;  or 
it's  a  bear  market,  and  you  can't  see 
the  bottom  of  the  abyss.  Given  the 
choice,  I  opt  for  a  bull  market  in 
1972,  not  just  by  preference  or  self- 
interest,  but  by  conviction. 

Last  year,  too,  the  stock  market 
staged  a  solid  100-point  advance  from 
November  to  December,  and  the  DJI 
added  another  100  points  until  it 
peaked  out  in  April  of  this  year.  The 
1970-71  rise  faltered  for  two  reasons: 
1)  the  economic  recovery  was  disap- 
pointingly slow;  and  2)  the  eruption 
of  a  worldvi  ide  dollar  crisis. 

Early  this  month,  the  DJI  was  just 
about  where  it  was  at  the  beginning 
of  this  year.  But  this  time  the  prog- 
nosis is  better,  notwithstanding  all  the 
Phase  2  uncertainties  which,  while 
annoying,  arc  plainly  temporary. 

Private  economists  are  virtually 
unanimous  in  their  forecasts  that  1972 
will  be  a  good  year,  a  very  good  year 
in  fact:  The  real  GNP  (ex-inflation) 
up  about  6%,  or  twice  as  much  as 
this  year;  inflation  reduced  to  a  more 
tolerable  4%  (vs.  4.8%  this  year  and 
5.5%  in  1970);  corporate  profits,  and 
that  is  what  really  counts  for  the  stock 
market,  up  15%. 

Furthermore,  the  international  mon- 
etary poker  game  is  just  about  to  be 
concluded,  by  and  large,  I  would  say, 
pretty  much  on  the  terms  we  had  in 
mind  in  August.  A  dollar  devaluation, 
if  we  should  consent  to  it,  whether  it 
be  in  terms  of  gold  or  SDRs,  can  have 
no  adverse  effect  on  our  economy  or 
our  stock  market.  Free  convertibility 
of  the  dollar  into  gold  is  out  of  the 
question,  of  course,  simply  because 
we  don't  have  enough  gold  unless 
we  raise  its  price  to  a  fantastic  level, 
which  is  politically  imprudent  and 
economically  absurd.  I  expect  the  in- 
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temational  monetary  front  to  be  a  lot 
more  peaceful  next  year.  There  will 
be  no  trade  war,  and  talk  of  depres- 
sion dangers  in  Europe  is  also  likely 
to  subside.  Keep  in  mind  that  much 
of  what  has  been  going  on  interna- 
tionally since  May  has  been  a  high- 
level,  high-stake  poker  game.  Tex- 
ans,  it  seems,  are  pretty  good  at  it. 

What  Stocks  To  Buy 

Let  us  assume  that  we  agree  stock 
prices  are  headed  for  higher  levels  in 
1972.  What  should  one  buy?  Any 
generalized  answer  is  foolish  because 
the  willingness  and  the  ability  to  take 
risks  vary  among  investors. 

In  the  previous  issue  of  Forbes  I 
discussed  the  merits  of  electric  util- 
ities as  long-term,  relatively  defensive 
investments,  assuming  1 )  that  the  rate 
of  inflation  would  slow  down;  2)  that 
interest  rates  would  decline  a  little 
further;  3)  that  adequate  rate  relief 
would  be  granted;  and  4)  that,  there- 
fore, this  group  would  offer  some 
price  appreciation  plus  a  generous  and 
reasonably  secure  dividend  yield. 

It  goes  without  saying  that  utilities 
have  no  appeal  whatsoever  for  an  ag- 
gressive investor  who  seeks  action 
and  performance.  Quite  possibly  one 
can  get  that  in  the  deeply  depressed 
industries  like  the  nonferrous  metals, 
steel,  paper,  chemical,  aerospace,  etc., 
which  have  been  subjected  to  heavy 
liquidation  and  will  probably  rebound 
after  tax-selling  pressure  has  subsid- 
ed. But  buying  stocks  that  are  not  ap- 
pealing is  not  everybody's  cup  of  tea. 
So  what  else? 

Well,  we  have  the  superblue  chips 
—Sears,  Procter  &  Gamble,  Eastman 
Kodak,  Avon,  the  big  pharmaceuti- 
cals, etc.  They  are  wonderful  invest- 
ments, but  not  exciting,  if  it  is  excite- 
ment you  want. 

No  one  can  fail  to  be  impressed  by 
the  progress  and  projections  of  a  Lev- 
itz  Furniture,  but  somehow  I  can't 
swallow  a  multiple  of  75  times  this 
year's  estimate  of  $1.40  and  over  40 
times  projected  1972  earnings  of 
about  $2.50  a  share.  There  are,  how- 
ever, many  fine  companies  with  im- 
pressive growth  rates  which  sell  at 
high,  but  somewhat  less  exorbitant, 
P/  Es.  Here  are  a  few  for  consideration. 

Gannett  Co.  (55)  publishes  some 
50  newspapers  in  medium-size  cities 


and  suburbia.  Revenues  and  profits 
have  just  about  quadrupled  during 
the  past  decade,  the  result  of  a  most 
ambitious  acquisition  policy  as  well 
as  of  internal  growth.  Per-share  earn- 
ings should  easily  reach  $2  a  share 
in  1971  (vs.  $1.61  and  $1.37  in  the 
two  preceding  years)  and  further  sig- 
nificant gains  are  indicated  for  the  fu- 
ture. Acquisitions  have  not  diluted 
per-share  earnings. 

The  Circle  K  Corp.  (48)  operates 
more  than  600  convenience  food 
stores,  mostly  in  the  western  and 
southwestern  states.  The  company's 
growth  is  breathtaking:  sales  of  $6.8 
million  in  1961,  $27.5  million  in  1966, 
$93.6  million  in  fiscal  1971  and  prob- 
ably well  over  $130  million  in  the  cur- 
rent year.  Earnings  have  grown  apace 
and  should  be  around  $1.25  per  share 
for  the  year  ending  Apr.  30,  1972  (vs. 
$1.03  and  77  cents  in  the  two  pre- 
ceding years),  when  management  ex- 
pects to  have  787  stores  in  operation 
or  under  construction.  Despite  its  rap- 
id expansion,  Circle  K's  financial  con- 
dition is  sound  and  its  capitalization 
conservative,  with  a  modest  long-term 
debt  of  only  $3.4  million. 

The  record  of  the  Genuine  Parts 
Co.  (63)  is  legendary.  Annual  rec- 
ords of  sales  and  earnings  have  come 
to  be  taken  for  granted  for  this  major 
distributor  of  automotive  parts.  Seem- 
ingly immune  to  the  vagaries  of  the 
general  economy,  this  company  thrives 
on  the  continuing  rise  in  the  number 
of  autos  and  trucks— this  year  about 
108  million,  around  125  million  by 
1975  and  as  many  as  135  million  ve- 
hicles by  1980.  And  the  older  these 
vehicles  get,  the  more  parts  they 
need.  Net  for  1971  should  exceed  $2 
a  share  (vs.  $1.73  and  $1.40  in  the 
two  preceding  years).  Finances  are 
strong.  A  negligible  debt  of  $1.2  mil- 
lion precedes  the  7.7  million  shares. 
Sales  are  now  approaching  the  $400- 
million  mark,  nearly  five  times  as 
much  as  ten  years  ago. 

None  of  these  three  stocks  is  cheap 
by  any  conventional  standards.  De- 
spite the  recent  unsettling  market, 
they  are  selling  close  to  their  all-time 
highs.  Dividend  yields  are  too  small 
to  be  worth  mentioning.  Even  though 
these  companies  are  engaged  in  down- 
to-earth  activities,  their  growth  and 
performance  put  most  of  the  high- 
technology  companies  to  shame.  It  is 
almost  impossible  to  read  the  annual 
reports— and  they  are  recommended 
reading— without  developing  a  high 
regard  for  solid  accomplishment.  Ob- 
viously, stocks  of  this  type  are  unsuit- 
ed  for  timid  and  income-minded  inves- 
tors. They  are  vulnerable  to  any  fal- 
tering of  their  growth  rate.  So  far, 
however,  their  future  appears  as 
bright  as  their  past  history.   ■ 
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WALL  STREET  VIEW 

By  Robert  Stovall 


When  Nixon  Plays  Eisenhower 


In  my  Nov.  15  column  when  the  mar- 
ket was  still  falling,  I  said  that  "the 
well  publicized  cornucopia  of  econom- 
ic woes  could  prove  to  be  no  more 
than  bait  for  a  giant  bear  trap."  Now 
you  can  almost  hear  the  trap  snap- 
ping shut  on  the  feckless  bears. 

However,  it's  not  surprising  that 
everybody— bull  and  bear  alike— has 
been  unnerved  by  recent  markets  and 
by  President  Nixon's  frequent  changes 
of  roles.  The  swings  have  been  ex- 
traordinary. The  Dow  industrials  fell 
100  points  in  the  months  following 
the  April  high,  then  reversed  sharply 
after  the  revolutionary  announcements 
of  President  Nixon  on  Aug.  15.  In  the 
three  weeks  following  this,  the  hoary 
old  index  rose  70  points  amidst  gen- 
eral euphoria.  For  the  first  seven  and 
a  half  months  of  1971,  President  Nix- 
on was  Herbert  Hoover,  stepping  to 
a  slow  drummer  with  policies  that 
were  not  working.  In  mid-August  he 
became  Franklin  D.  Roosevelt,  avow- 
ing policies  of  government  interven- 
tion and  controls,  closing  the  gold 
window  and  downgrading  the  dollar. 

It  took  the  market  three  weeks  and 
70  points  to  realize  what  Nixon  ac- 
tually said  was  that  the  U.S.  was  broke, 
or  nearly  so,  and  needed  a  new  rule 
book  for  international  trade  relations. 
In  the  President's  Labor  Day  speech, 
when  he  implored  capital  and  labor 
to  return  to  the  work  ethic,  he  was 
reminiscent  of  Calvin  Coolidge.  Shed- 
ding its  euphoria,  the  Dow  subse- 
quently gave  up  all  of  the  post-Phase 
1  announcement  gain  and  last  month 
sank  below  800  for  the  first  time  in  a 
year.  The  market  stayed  down  as 
Phase  1  euphoria  was  replaced  by 
Phase  2  skepticism,  despite  the  Pres- 
ident's Henry  Clay-like  compromises 
that  followed. 

Hoover-to-FDR-to-Coolidge-to-Clay, 
and  now,  carrying  on  the  role-playing 
theme,  President  Nixon  seems  em- 
barked on  a  Dwight  Eisenhower-like 
quest.  Ike  went  to  Korea  to  stop  the 
war;  he  personally  visited  with  the 
world's  leaders.  This  month  and  next 
President  Nixon  will  conduct  persona] 
meetings  with  the  heads  of  state  of 
America's  most  important  trading 
partners.  He  is  in  a  conciliatory  phase 
to  straighten  out  currency  chaos,  tear 
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down  rising  nontariff  trade  barriers 
and  surcharges  before  his  Red  China 
trip  in  mid-February. 

My  guess  is  that  the  stock  market 
will  like  Nixon  in  his  Ike  role.  Of 
course,  the  vibrations  from  the  mone- 
tary policy  meetings  have  to  be  good 
or  else  the  market's  recently  found 
ability  to  go  up  will  be  transient. 

Phase  2  Theory 

My  conviction  is  that— barring  an 
international  disaster— Phase  2  skep- 
ticism is  now  giving  way  to  post-Phase 
1  euphoria.  I  have  a  theory  about 
Phase  2,  and  it  explains  why  the  mar- 
ket is  shedding  its  gloom.  Phase  2 
can  work  out  in  one  of  several  ways. 

If  it  is  successful,  it  will  dampen 
inflationary  price  expectations;  the 
controls  will  no  longer  be  necessary; 
they  will  self-destruct. 

If  it  is  unsuccessful,  the  Adminis- 
tration may  abandon  controls  anyway. 

If  the  program  turns  out  to  be  a 
bust,  and  the  President  sticks  stub- 
bornly to  it,  then  investors  will  begin 
speculating  on  a  new  cast  of  charac- 
ters in  the  White  House  and  a  re- 
versal of  existing  policies. 

Think  about  it.  Any  one  of  these 
possibilities  would  probably  make  for 
buoyant  share  prices. 

Here's  my  timetable  for  the  market : 

Institutions  were  heavy  buyers  in 
the  post-Thanksgiving  market,  ami 
there  is  good  reason  to  expect  they 
will  continue  their  buying.  They  don't 
want  to  be  left  behind  waiting  for  a 
reaction  as  so  many  were  in  the  fall 
of  1970.  So  they  will  continue  to  buy 
as  Phase  2  unfolds  and  as  President 
Nixon  plays  Ike  the  conciliator. 

Technically,  too,  the  vibrations  are 
good.  The  recovery  began  from  a  low 
point  representing  a  textbook  50%  re- 
tracement  of  the  1970-71  recovery. 

Somewhat  later  than  the  institu- 
tions, I  would  expect  foreign  inves- 
tors to  return  to  the  U.S.  equity  scene. 
They  will  do  so  once  currency  parities 
have  become  stabilized. 

It  will  take  longer  for  the  individual 
investor  to  get  over  his  disillusion, 
but  he  will  finally  join  the  parade. 

That's  my  case  for  buying  stocks 
now.  But  which  stocks? 

I  am  still  impressed  with  the  rela- 
tive advantages  held  by  companies 
small  enough  to  move  around  the  var- 
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NO  LOADS 

{no  broker  »ee| 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  Only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-12,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 

„.«rrtl    9B1     ' 
GflOWin  FUND  GUIDE 


THf  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
halt  of  it  for  one  year. 


V 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
W  nh  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

Ifyou  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet, "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.  Box  351)  Dept  2-12-1 

La  Jolla,  California  92037. 


ious  control  boards  with  minimum 
visibility  and  who  also  serve  the  con- 
sumer rather  than  the  heavy  indus- 
try aspects  of  the  economy.  Ameri- 
can Business  Products  (16),  Burk- 
i/arns  (15),  Flowers  Inds.  (16), 
Suave  Shoe  (24),  Binney  &  Smitli 
(28)  and  Dexter  Corp.  (16)  all  fit 
this  basic  pattern  (  Forbes  Dec.  1 ) . 
With  market  volatility  so  extreme 
these  last  few  months,  we  might  also 
do  well  in  this  period  of  shifting  psy- 
chology to  use  the  New  York  Stock 
Exchange  new  low  list  as  a  feeding 
ground.  Normally,  I  do  not  recom- 
mend picking  ideas  for  new  purchases 
oft  the  low  list;  stocks  do  not  get  there 
without  reason.  In  late  November, 
however,  over  300  new  lows  were  be- 
in<j;  made  on  a  daily  basis  and  many 
of  the  names  included  some  of  the 
better  known  U.S.  corporations.  A 
good  number  of  these  stocks  suffered 
because  people  were  worried  about 
their  Foreign  exposure,  where  they 
could  be  hurt  by  revaluation  and  by 
the  surcharge  and  political  problems. 
This  worry  maj  well  disappear,  or  at 
least  weaken,  and  the  market  would 
no  longer  discount  foreign  earnings 
so  heavily.  I  have  prepared  a  package 

of  such  companies,  which  could  per- 
form very  handsomely  as  recovery 
candidates.   My  favorites,  all  famous 

names,  would  be  Castle  &  Cooke 
ill.  Caterpillar  Tractor  (44),  CPC 
International     (30),    Goodrich     (28), 

Leesona  (11),  KLM  Airlines  (37) 
and  National  Cash  Register  (26). 

Contrarily  Positive 

For  my  final  ploy  of  year-end  port- 
folio positioning,  I  am  tempted  to  be- 
come contrarily  positive  toward  the 
worst-acting  groups  of  1971,  namely, 
metals  and  forest  products.  Interna- 
tional commodities,  facing  real  over- 
supply  in  a  world  fearing  a  general 
slowclown,  have  had  very  few  kind 
words  said  about  them.  During  the 
months  the  damage  was  being  done 
to  stock  prices,  the  fears  also  infect- 
ed managements,  many  of  whom  have 
cut  back  expansion  projects.  Wouldn't 
it  make  sense  then  to  consider  a  pack- 
et of  leading  companies  in  each  of  the 
several  sub-sections  of  these  battered- 
down  industries?  Remember,  the 
weakest  performers  of  one  year  are 
frequently  among  the  stronger  per- 
centage gainers  of  the  following  year. 
My  selections  here  would  be  in  the 
metals:  International  Nickel  (28), 
Kennecott  Copper  (21),  Texas  Gulf 
Sulphur  (13),  American  Smelting  & 
Refining  (18)  and  Reynolds  Metals 
(15),  respectively.  In  the  forest  prod- 
ucts area,  Crown  Zellerbach  (30), 
Boise  Cascade  (15),  Westvaco  (17), 
Scott  Paper  (15)  and  Weyerhaeuser 
(44)  would  do  the  job.    ■ 
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Looking  for 

a  no-load 
growth  fund? 

We  might  have  one  to  match  your  spe- 
cific investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  in- 
vestment in  small  companies  which  it 
considers  attractive. 

2.  The  Edie  Special  Institutional 
Fund  has  similar  objectives  but  is  of- 
fered only  to  institutions  and  investors 
exempt  from  Federal  income  taxation. 
Keogh  and  corporate  masterpension  and 
profit  sharing  plans  will  be  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  (212)  697-8900. 

To:  Mr.  Frank  C.  McLaughlin,  Edie  Fund  Sales,  Inc. 
Box  333,  Wall  St.  Station,  N.Y.,  N.Y.  10005 

Please  send  a  copy  of  the  prospectus  for: 

□  Edie  Special  Growth  Fund,  Inc. 

O  Edie  Special  Institutional  Fund,  Inc. 

Mr.  FLA 

Mrs. 

Miss 


Address. 


City_ 


JZip_ 
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Lionel  D.  Edie  &  Company,  Inc. 


T.R0WE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

t.   1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept  A6 
Baltimore,  Md.  21201  Phone  (301)  539-1992 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Money,  Money  Everywhere 


Readers  of  this  column  know  that  I 
was  unwilling,  during  last  month's 
confidence  crisis  in  the  stock  market, 
to  "buy"  the  increasingly  popular  the- 
sis that  the  primary  trend  is  down  and 
likely  to  carry  the  average  stock  price 
movement  to  radically  lower  levels.  I 
still  don't  buy  this  bear-market  argu- 
ment, which  I  suspect  will  continue 
to  be  bandied  about  despite  the  ex- 
traordinarily sharp,  stampede-like  re- 
covery from  the  pre-Thanksgiving 
lows,  and  I  don't  expect  to  change 
my  mind  about  it  unless  its  advocates 
can  support  it  with  more  demonstra- 
ble premises. 

One  reason  I  think  the  bear  case 
will  be  around  for  quite  a  while  is 
that  most  versions  of  it  seem  to  hinge, 
directly  or  indirectly,  on  the  fact  that 
the  Dow  Jones  industrials  peaked  in 
two  successive  bull  markets  (early 
1966  and  late  1968)  near  Dow  1000. 
Ever  since  the  1969-70  bear-market 
plunge  to  630,  the  Dow's  chart  thus 
has  presented  the  profile  of  a  huge 
"double  top,"  spread  over  almost 
three  years. 

On  the  face  of  it,  this  chart  configu- 
ration seems  to  imply  severe  long-term 
bear-market  risks.  Many  chart-con- 
scious investors  and  analysts,  unfavor- 
ably impressed  by  the  stock  market's 
performance  in  recent  months,  have 
sought  to  establish  a  rationale  to 
support  this  implication— a  sort  of 
cart-before-horse  effort  which  led 
them  to  conclude  that  the  331 -Dow 
point  advance  between  May  1970 
and  April  1971  was  but  a  superrally 
in  an  ongoing  superbear  market  head- 
ed, eventually,  for  levels  well  under 
Dow  630. 

the  S&P  vs.  the  Dow 

As  I  tried  to  demonstrate  here  dur- 
ing the  past  few  months,  many  or 
most  of  the  popular  technical  rational- 
izations for  the  "radical"  bear  case 
won't  stand  up  under  close  examina- 
tion. But  even  its  anchor  premise— 
the  Dow's  1966-68  giant  double  top- 
is not  as  solid  as  it  seems.  The  fact  is 
that  far  broader-based  price  indexes 
did  not  post  similar  double  tops.  For 
example,  the  1968  high  of  Standard 
&  Poor's  425  industrials,  unquestion- 
ably more  representative  of  the  over- 
Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


alb  .stock  price  level  than  the  30  DJ 
industrials,  was  registered  nearly 
17.5%  above  the  1966  high.  This  sug- 
gests that  there  is  no  realistic  double- 
top  premise  on  which  to  erect  a  su- 
perbear-market  thesis  and  that  the 
technical  rationalizations  adduced  in 
support  of  this  thesis  were  unneeded 
as  well  as  largely  untenable. 

Under  the  circumstances,  it  struck 
me  as  significant  that  stock  prices  suc- 
ceeded in  turning  up  from  a  point  in 
the  low  790s  where  the  Dow  had  re- 
traced almost  exactly  50%  of  its  big 
May  1970-April  1971  major  uptrend 
phase  (627-958).  One-half  retrace- 
ments  are  well  within  technical  ex- 
pectancy standards  and  are  generally 
regarded  as  corrections  rather  than  as 
evidence  of  a  trend  reversal.  In  this 
instance,  painful  though  it  was,  it  is 
thus  quite  consistent  with  technical 
precepts  and  experience  to  regard  the 
Dow's  167-point  retreat  from  last 
April's  highs  to  the  November  lows 
as  a  normal  correction  of  the  prior 
331-point  advance. 

From  this  viewpoint,  a  primary  up- 
trend, dating  since  May  1970,  re- 
mains in  effect.  To  be  sure,  it  may  be 
difficult  to  verify  this  inference  un- 
equivocally until  the  Dow  succeeds  in 
bettering  the  April  major-trend  high  at 
958.  But  meanwhile,  I  think,  it's  tech- 
nically quite  reasonable  to  proceed 
from  the  assumption  that  the  primary 
trend  is  at  worst  neutral,  or  flat.  If  so, 
the  risk  of  a  decline  through  the  No- 
vember lows  should  be  remote,  and 
the  recovery  from  them  should  even- 
tually carry  into  the  low  900s  of  the 
industrial  average.  If  the  primary  trend 
is  indeed  up,  this  recovery  should 
evolve  into  a  full-fledged  major  up- 
trend phase  with  highs  above  958. 
presumably  above  1000. 

In  any  case,  it  seems  to  me  that 
the  dramatically  urgent  demand  for 
common  stocks,  which  lifted  the  Dow 
some  60  points  in  the  first  four  trading 
days  after  Thanksgiving,  was  ample 
proof  that  the  market's  technical 
strength  was  grotesquely  underesti- 
mated by  the  radical  bears.  A  sub- 
stantia] buildup  in  basic  supply-de- 
mand relationships  had  become  ap- 
parent while  prices  were  still  falling 
(see  this  column,  Dec.  1,  for  exam- 
ple); it  must  have  been  extraordi- 
narily   powerful    to   spawn    a    buying 
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The  Salvation  Army  visits 
the  old,  the  ill,  the  shut-in  at  Christ- 
mas time. 

The  Salvation  Army  oper- 
ates "free"  toy  stores  so  Santa  Claus 
won't  skip  the  family  whose  bread- 
winner is  disabled  or  out  of  a  job. 

The  SaJvation  Army  brings 
candy  or  a  small  gift  to  prisoners  ■■  to 
show  that  someone  on  the  "outside" 
still  remembers  them. 

Salvation  Army  musicians 
and  carolers  remind  busy  Christmas 
shoppers  that  the  holiday  is  a  holy 
day,  the  birthday  of  the  Prince  of 
Peace. 

Christmas  is  celebrated  at 
Salvation  Army  Men's  Social  Centers. 
Many  of  the  men  are  struggling  to 
breaJc  habits  of  heavy  drinking,  irreg- 
ular work,  and  drifting  from  place  to 
place.  Especially  at  the  holiday  sea- 
son, they  need  support  and  compan- 
ionship. 


There's 


Power  to  Spare 
in  the 

Mountain  West 


There  is  ade- 
quate power 
now.  adequate 
low-cost  luel 
now,  and  con- 
struction of 
plenty  ol  addi- 
tional generating 
capacity  is  underway 

Also .    we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— |ust  in  case 


The  Foiks  at 

UTAH  POWER  &  LIGHT  CO, 


■  n  in*  Growing  Wast 


Baltimore.  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
January  31,  1972,  to  stock- 
holders of  record,  December 
17,  1971. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
November  24,  1971 


stampede  despite  the  absence  of  prior, 
severe  selling-climax  indications  in 
"breadth"  and  volume. 

Nor  is  there,  as  far  as  I  can  see, 
any  cogent  reason  to  believe  that  this 
great  technical  strength— essentially, 
the  reservoir  of  buying  power— will  be 
critically  diminished  any  time  soon. 
Everywhere  I  look,  there  is  money, 
money,  money.  Institutional  investors 
have  plenty  and  are  always  getting 
more  (even  the  beleaguered  mutual 
funds  succeeded  in  raising  aggregate 
cash  reserves  by  some  $400  million  in 
October,  without  selling  more  than 
$20  million  worth  of  portfolio  common 
stock  holdings,  on  balance).  Corpora- 
tions seem  to  have  achieved  a  quan- 
tum-jump improvement  in  balance- 
sheet  liquidity  this  year,  mostly  dur- 
ing the  third  quarter;  this  can  rein- 
force earlier  indications  of  a  continu- 
ing downtrend  in  the  volume  of  (  net ) 
new  corporate  long-term  bond  and 
Stock  issues,  which  is  a  trend  that 
should  certainly  work  in  favor  of  com- 
mon stock  prices. 

Moreover,  after  a  couple  of  months' 
mild  contraction,  the  domestic  money 
supply  seems  to  have  begun  expand- 
ing again  and  should  continue  doing 
so,  inasmuch  as  the  Federal  Reserve 
has  publicly  committed  itself  to  fi- 
nance the  Nixon  Administration's 
business  recovery  goals  for  1972.  The 
record  suggests  there  is  a  reasonably 
close  correlation  between  a  rising 
money  supply  and  a  rising  average 
stock  price/ earnings  ratio. 

A  Sustained  Uptrend? 

Still  more  money  for  the  stock  mar- 
ket should  be  forthcoming— from 
abroad— when  international  currency 
relationships  are  officially  stabilized 
(perhaps  within  days  oi  tins  issue's 
publication  date).  Since  mid-August, 
the  Administration's  aim  to  lower  the 
dollars  foreign  exchange  value  by  up 
to  15%  relative  to  other  currencies  has 
been  little  more  than  half-realized. 
Thus,  until  new  parities  were  multi- 
laterally  agreed  on,  foreign  investors 
risked  foreign  exchange  losses  if  they 
bought  dollars  to  invest  in  American 
common  stocks.  But  once  the  "cur- 
rency war"  is  settled,  this  risk  should 
become  negligible  and  foreign  inves- 
tors then  must  contemplate  a  likeli- 
hood that  the  U.S.  economy  will  be 
outperforming  other  major  economies 
in  1972.  Accordingly,  there  should 
soon  be  more  incentives  than  inhibi- 
tions for  foreign-held  dollars  to  come 
back  home.  If  but  a  billion  or  two  of 
the  $60  billion  or  even  more  now 
sloshing  around  overseas  flows— per- 
haps rushes— into  the  American  stock 
market,  supply-demand  relationships 
could  shift  decisively  in  favor  of  a 
sustained  primary  uptrend.  ■ 
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The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  June  30, 1971, 
but  also  about  •  the  cost  of  management  •  the 
name  and  company  positions  of  Energy  Fund's 
directors  and  advisors  •  the  list  of  stocks  in 
which  Energy  Fund  has  invested  as  of  June  30th 

•  the  objectives,  investment  policies  and 
investment  restrictions  of  Energy  Fund 

•  selling  and  redemption  rights  •  allocation  of 
brokerage  •  annual  rate  of  portfolio  turnover 

•  the  arrangements  made  for  safekeeping  of 
Energy  Fund's  portfolio  securities  and  cash 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Energy  Fund  120  Broadway,  N.  Y.  10005  Dept.  ZF 
(212)  344-5300 

Please  send  me  the  Free  prospectus  and  literature 
on  ENERGY  FUND. 

Name 

Address 

City 


-State- 


.Zip- 


Some  men  make 
more  money  in 
the  stock  market 
than  they  do  on 
their  job. 

What's  their  secret? 


No  secret.  Successful  investors  usually 
are  educated  and  know  what  they're  do- 
ing. Consequently,  they  do  it  better.  The 
Stock  Market  Institute  is  a  school  dedi- 
cated to  the  proposition  that  an  educated 
person  can  outperform  a  non-educated 
person  in  a  common  field  of  competition. 
We're  not  suggesting  that  you  quit  your 
job.  We  are  suggesting  you  become  as 
knowledgeable  in  the  market  as  you  are 
in  your  job.  The  Stock  Market  Institute 
teaches  a  planned,  systematic  and  very 
cautious  approach  to  trading  stocks  on 
the  great  regulated  securities  exchanges. 
Look  at  it  this  way :  our  students  are  a 
tiny  minority  of  all  the  people  who  trade 
stock.  This  is  probably  their  greatest  ad- 
vantage. Think  about  it !  Then  fill  out 
our  coupon. 

ijJlHH  STOCK  MARKET  INSTITUTE  IN™ 
H||H    808  Busse  Highway,  Dept.    F  262 

Chicago  (Park  Ridge).  Illinois  60068  I 

(312)825-5511 
I  Gentlemen:  Please  send  me  a  prospectus  on  the  I 
|  Stock  Market  Institute  program. 


NAME 
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8  Weeks  of 

Stock  Advice 

Only  $1 

For  only  $1  get  our  monthly  buy,  sell,  hold 
advice  on  650  leading  stocks.  Also  receive  8 
weeks  of  our  8  page  Weekly  Report.  Includes  26 
Stock  Market  aids  most  all  of  which  are  monthly 
features. 

Our  Weekly  Market  Commentary.  Stock  Ser- 
vice Digest— a  Digest  of  25  Advisory  Services, 
Business  Outlook,  Industry  Surveys,  Trader's 
Page,  Overseas  Report  and  Group  Studies.  Stock 
Recommendations  include:  (1)  Stocks  Recom- 
mended By  25  Other  Well-known  Investment  Ad- 
visers; (2)  Model  Stock  Portfolios;  (3)  Growth 
Stocks  with  Specific  Buy,  Sell,  Hold  Advice;  (4) 
"Master  List"  of  Recommended  Stocks— Both 
Speculative  and  Conservative;  (5)  Over-the- 
Counter  Recommendations. 

4  Stocks  Under  $25 

With  your  $1  Trial  Subscription  you  also  re- 
ceive our  recommendations  on  4  Stocks  Under 
$25  for  long  term  accumulation.  And  our  buy- 
sell-hold  advice  is  offered  on  22  Volatile  Issues 
such  as  Syntex,  Avon.  Disney,  Burroughs,  Occi- 
dental Petroleum,  IBM  and  Xerox. 

30  Stock  Split  Candidates 

You  also  receive  as  part  of  our  offer  our  list 
containing  30  Stock  Split  Candidates.  Stock 
splitting  cuts  a  stock's  price  per  share  to  a 
more  popular  buying  level.  This  usually  attracts 
more  investors.  Demand  for  the  stock  often  goes 
up.  And  often,  but  not  always,  so  do  prices  and 
dividends. 

Money-Back  Guarantee 

Tear  out  this  ad  and  send  it  today  with  $1  for 
your  8  Week  Trial  of  Dow  Theory  Forecasts.  You 
must  be  satisfied  or  your  money  back.  (New  sub- 
scribers only.  Subscription  cannot  be  assigned 
without  your  consent.) 

MAIL  TODAY 

DOW  THEORY  FORECASTS,  INC. 

Dept.F  12-71 
P.O.  Box  8309 
Chicago,  Illinois  60680 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
oblig    ion,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Christmas  Shopping  List 


Address 

City 

□  Send  Airmail 

State Zip 

25  cents  additional. 

This,  in  my  opinion,  is  a  good  time 
to  consider  the  areas  of  special  issue 
interest  that  can  develop  in  the  next 
phase  of  markets.  For  one  thing,  the 
market  now  is  enjoying  the  most  re- 
liable of  all  seasonal  price  patterns, 
the  year-end  rally.  In  17  of  the  past 
20  years  the  market  rose  between  the 
end  of  November  and  the  end  of  De- 
cember. Secondly,  unlike  1962  and 
1968,  we  do  not  face  the  painful 
process  of  unwinding  a  speculative 
boom.  The  disillusionment  is  already 
in  the  price  structure.  Thirdly,  I  think 
it  significant  to  note  that  the  new  pop- 
ular pastime  of  lowering  next  year's 
earnings  guesstimates  reflects  continu- 
ing general  economic  sluggishness 
rather  than  our  new  game  plan. 

I  would  be  the  first  to  agree  that 
the  wide  support  of  the  previous  rigid 
freeze  on  both  pay  and  prices  has 
given  way  to  a  credibility  gap,  a  loss 
of  confidence.  Nevertheless  the  econ- 
omy still  has  some  underlying  pluses. 
Retail  sales  are  good,  residential 
building  activity  is  strong,  employ- 
ment is  inching  upward,  even  first- 
quarter  1972  steel  output  may  be 
some  25%  to  30%  above  fourth-quarter 
levels.  Further,  with  industry  operat- 
ing well  below  capacity  and  commod- 
ity prices  declining,  inflationary  wage 
and  price  pressures  have  been  des- 
tined to  lessen.  Lastly,  it's  easy  to  for- 
get that  the  Administration's  program 
contains  tax  reductions  and  other 
stimulants. 

I'll  also  agree  that  the  abnormal 
spreads  in  the  international  currency 
markets,  the  difficulty  in  making  for- 
ward contracts,  may  be  placing  a  new 
damper  on  international  business  ac- 
tivity. But,  here  too,  reassurance  can 
be  found  beneath  the  avalanche  of 
gloomy  predictions.  For  example,  ex- 
change rates  have  been  stable  for  al- 
most two  months,  which  suggests  that 
the  bulk  of  currency  revaluation  has 
already  occurred.  Secondly,  not  only 
did  the  recessions  in  certain  Euro- 
pean countries  start  before  Aug.  15, 
but  the  impact  of  planned  or  al- 
ready taken  reflationary  measures  has 
not  been  felt.  Thirdly,  contrary  to 
popular  fears,  there  have  been  very 
few  new  restrictions  on  international 
trade    or    currencies.    Interest    rates 


Mr.  Lurie  is  t  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


have  declined  in  both  the  Eurodollar 
and  the  Eurobond  markets,  which 
are  functioning  normally. 

In  short,  it  seems  to  me  that  the 
underlying  fundamentals  may  be  bet- 
ter than  the  prevailing  speculative 
mood.  Further  illustrative  of  the 
point,  I  do  not  share  the  fear  that 
the  changed  supply-demand  equa- 
tion means  that  the  market  has  "run 
out"  of  money.  After  all,  pension  funds 
have  $1  billion  to  $2  billion  per 
month  to  invest.  And  the  burden 
of  absorbing  record  high  bond  and 
stock  offerings  may  lessen  in  1972, 
thereby  improving  the  supply-demand 
balance.  Lastly,  while  the  public  at 
large  has  been  a  net  seller  for  some 
time,  the  stock  price  explosions  wit- 
nessed earlier  this  year  suggest  that 
equity  investment  has  not  gone  out 
of  style,  that  idle  cash  can  be  tapped 
when  there  is  a  catalyst. 

Possible  Purchases 

In  addition,  two  internal  market 
factors  cannot  be  overlooked:  1) 
With  the  economy  changing,  past 
market  volatility  is  no  guide  to  fu- 
ture price  performance.  Furthermore, 
styles  in  securities  change  annually. 
2)  A  new  test  of  individual  issue  at- 
traction has  developed  via  the  ques- 
tion of  whether  a  given  issue  has  suf- 
ficient dynamics  to  attract  the  interest 
of  the  institutional  investors  who 
dominate  the  marketplace. 

Bearing  the  foregoing  in  mind,  I 
list  a  number  of  stocks  which  I  be- 
lieve can  command  special  interest  in 
the  next  phase  of  markets:  Bethlehem, 
Braniff,  Certain-teed  Products,  Chase 
Manhattan,  C.I.T.  Financial,  Dart 
Industries,  General  Electric,  INA 
Corp.,  Insilco,  Monsanto,  Peoples  Gas, 
Standard  Oil  of  California. 

The  announcement  that  the  Price 
Board  has  approved  a  7.6%  rise  in 
Bethlehem  Steel's  tin  plate  prices  ob- 
viously will  help  the  company's  prof- 
its showing.  But  the  more  important 
consideration,  in  my  opinion,  is  that 
prices  were  increased  8%  this  sum- 
mer in  the  company's  major  products, 
structural  and  bar  steel.  Furthermore, 
I  think  it  significant  to  note:  1)  This 
year's  earnings  may  exceed  $2.50  per 
share  as  against  $2.05  last  year,  even 
though  shipments  may  be  1.2  million 
tons  less  than  the   13.8  million  tons 
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dipped  last  year.  2)  While  excess 
steel  inventories  accumulated  as  a 
result  of  anticipation  of  a  strike  are 
still  being  depleted,  incoming  orders 
have  picked  up  month  by  month  since 
August.  The  first  fact  points  up  the 
excellent  management  and  the  com- 
pany's improved  basic  operating  ef- 
ficiency, while  the  second  suggests 
that  next  year's  pickup  could  be  more 
rapid  than  it  otherwise  might  have 
l>een.  In  terms  of  specifics,  I  suspect 
Bethlehem's  1972  earnings  potential 
could  be  in  the  S3.50-per-share  area. 
In  my  opinion,  the  stock  (around  24, 
paving  SI. 20  >  continues  to  be  a  ver\ 
interesting  commitment. 

I  have  been,  and  continue  to  be, 
enthused  about  the  outlook  tor  the 
roofing  material  companies  inasmuch 
as  the  demand  for  replacement  and 
modernization  is  in  a  secular  uptrend. 
It  is  m>  understanding  that  Certain- 
teed  Products  could  have  sold  the 
output  of  a  new  roofing  plant,  which 
recently  came  on  stream,  it  it  had 
been  ill  operation  all  year.  This  plant 
will  prohabh  add  some  15V  to  20'.  t.> 
the  division's  sales  capacity,  which  I 
believe  is  in  the  $65-nrillion  annual 
area.  Equally  interesting,  the  com- 
pany's Bbei  glass  division,  which  lost 

i  lose  to  40  cents  per  share  last  year 
due  to  plant  conversion  costs,  is  now 
in  the  black  ami  should  he  increas- 
ing!) profitable  in  1972.  With  Cer- 
tain-teed's  total  earnings  (his  year 
l.kcK  to  he  around  S2.90  per  share 
as  against  onlj  72  cents  last  year, 
and  252  more  possible  in  1972.  I 
think  the  stock  at  around  40  is  an  in- 
teresting speculation. 

Reasons  To  Invest 

Win  offer  this  shopping  list  ot  pus 
sihle  purchases,  of  stocks  th.it  can  he 
used  as  replacements  for  less  attrac- 
tive issues?  Three  reasons:  I)  Fed- 
eral Reserve  Board  Chairman  Burn's 
pledge  to  "see  that  adequate  reserves 
are  provided  to  finance  a  vigorous, 
Sustainable  expansion"  hints  an  in- 
crease in  the  money  supply.  The  pos- 
sibility  that    the    budget    deficit    this 

fiscal  year  may  he  little  changed  from 
last,  the  fact  that  the  Treasury  does 
not  face  really  heavy  bond  maturities 
until  1974  suggest  room  in  which  to 
pursue  a  more  expansionary  credit 
policy,  2)  With  the  pressures  for  set- 
tlement of  international  currency  mat- 
ters as  great  on  our  friends  as  they 
are  on  us,  time  may  be  on  the  side  of 
a  formal  correction  soon  of  the  pre- 
vious overvaluation  of  the  dollar  in 
relation  to  other  currencies.  3)  There 
is  even  a  possibility  a  base  is  being 
established  for  a  stronger,  less  infla- 
tionary period  of  business  expansion 
and  corporate  profits,  which  is  the  fi- 
nal determinant  of  stock  prices.   ■ 


hand  •  i  •  capped 

(han'de  kapt'),  adj. 
l.able  2.dependable 
3.  energetic  4.eager 
workers 

HIRE 


The  President's  Committee  on  Employment  of  the  Handicapped 
Washington,  D.C.  20210 


Public  Service  Electric  and  Gas  Company 


QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  December  31, 
1971: 


Dividend 

Class  of  Stock     Per  Share 

Common 

$  .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or  be- 
fore December  30,  1971  to  stock- 
holders of  record  November  30, 
1971. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PSEG 


Public  Service 
Electric  and  Gas 
Company 


HOW  TO   BECOME 

FINANCIALLY  INDEPENDENT 

Interested  in  a  prestige  and  profit- 
able business  o(  your  own?  Write 
for  valuable  new,  50  page  booklet,  NEW  ROADS 
TO  OPPORTUNITY  AND  WEALTH.  FREE! 

FORR  INTERNATIONAL,  John  R.  Sauer,  Pres. 
P.O.Box  1637,  Englewood,  Colorado  80110 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  m  .Quite1 


Coast-to- 

Coast  in  many 

of  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS  ^P    F  '' 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 
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ERS  SAY 


(Continued  from  page  8) 

tion  of  Charles  Lindbergh  has  just  what 
relevance  to  catalog  sales?  Is  this  a  ba- 
sis for  hiring? 

—Barton  Shapkin 
Marina  del  Rey,  Cal. 

. .  .  and  Thefts 

Sir:  If  you  were  running  a  retail  busi- 
ness and  had  the  problem  of  handling 
merchandise  shrinkage,  I  believe  you 
would  have  a  different  idea.  Shrinkage 
in  retail  stores  has  increased  enormously 
in  the  last  few  years,  as  you  probably 
know.  About  75%  of  it  occurs  from  the 
employees  themselves.  We  found  that 
He  detector  tests,  or  similar  devices,  can 
screen  out  employees  who  are  inclined 
to  steal.  Is  that  invading  privacy  that  we 
are  not  entitled  to  know  about? 

— W.  Maxey  Jarman 

Chairman  of  the  Finance  Committee 

Genesco 

Nashville,  Tenn. 

Accounting  for  Profits 

Sir:  So  "Earnings  are  what  the  ac- 
countants say  they  are"  (Forbes,  Dec. 
1)?  As  an  industrial  accountant,  I  think 
that  statement  is  an  incomplete  one. 
You  didn't  discuss  "profits  before  tax— per 


books  and  per  tax  return."  If  you  had  the 
answer  to  this,  one  would  really  know 
how  the  oil  company  general  manage- 
ments, their  accountants  and  their  public 
accountants,  think  what  profits  really  are. 
General  managements,  not  their  com- 
pany accounting  managements,  fix  ac- 
counting policies  under  which  profits  are 
reported. 

—Warner  V.  Stoughton 
Peoria,  111. 

One-Track  Mind 

Sir:  Your  article  on  Amtrak  sounds  as 
if  it  came  directly  from  the  railroad  pub- 
licity center  (Forbes,  Nov.  15).  While 
other  countries  are  improving  their  rail 
service  for  their  passengers,  our  so-called 
rail  brains  have  been  doing  their  best  to 
discourage  any  and  all  riders.  If  any 
businessmen  have  had  a  lack  of  imagina- 
tion, it  has  been  the  rail  executives. 

—Walter  G.  DeWitt 
Oakland,  Cal. 

Sir:  A  number  of  people  have  told  me 
that  the  railroads  will  work  to  make  Am- 
trak fail  because  they  would  look  bad  if 
it  succeeds.  Your  article  tends  to  confirm 
this  line  of  reasoning. 

—Anthony  Haswell 

Chairman 

National  Assoc,  of  Railroad  Passengers 

Washington,  D.C. 

Sir:  If  Amtrak  can  speed  up  schedules 
and  clean  the  cars,  it  will  get  back  much 


of  the  business  that  was  lost  because  of 

the  railroads'  public-be-damned  attitudes. 

—Dick  Cardozo 

Westbury,  N.Y. 

Sir:  But  will  Amtrak  ever  turn  a  prof- 
it? Probably  not.  No  passenger  train  net- 
work in  the  world  does. 

—Dennis  Johnson 
Minneapolis,  Minn. 

Empty  Wallet,  Empty  Bed 

■Sir:  Your  comment  on  hospitals  and 
vacant  beds  ( Fact  ir  Comment,  Dec.  1 ) 
is  true  as  all  getout.  I  am  director  of  a 
hospital  set  up  to  do  a  job  for  those  who 
need  attention.  But  we  are  carrying  a  lot 
of  vacant  beds.  Prices  are  too  high! 

— F.  Burton  Fisher 
Delray  Beach,  Fla. 

Taxing  Factor 

Sir:  Your  article  "Our  Lopsided  Hous- 
ing Boom"  (  Forbes,  Nov.  1 )  neglected 
one  most  important  factor:  our  upside- 
down  system  of  taxing  real  estate.  By 
taxing  improvements,  we  penalize  any- 
one who  improves  his  property,  and  we 
reward  anyone  who  lets  his  property  de- 
teriorate into  a  slum.  The  transfer  of 
real  estate  taxes  from  improvements  to 
site  values  would  certainly  be  of  great 
benefit  to  the  building  industries,  as  it 
would  to  the  country. 

—Joseph  Jespersen 
Flushing,  N.Y. 


2,000,000  Shares 

Commonwealth  Edison  Company    | 

$2.00  Cumulative  Preference  Stock 

1 

(Without  Par  Value) 

Price  $26.50  Per  Share  j 

(Plus  accrued  dividends  from  December  1,  1971 ) 


:: 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities  The  offering  is 
made  only  by  the  Prospectus  which  may  be  obtained  in  any  State  in  which  this  announcement  ts  circulated 
from  only  such  of  the  undersigned  and  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


HALSEY,  STUART  &  CO.  Inc. 


SALOMON  BROTHERS 


LEHMAN  BROTHERS 

INCORPORATED 


BACHE  &  CO 

INCORPORATED 


BEAR,  STEARNS  &  CO.  L.  F.  ROTHSCHILD  &  CO.  SHIELDS  &  COMPANY 

HALLGARTEN  &  CO.  KOHLMEYER  &  CO.  THOMSON  &  McKINNON  AUCHINCLOSS  INC. 

November  17,  1971 
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Trends 

&  Tangents 

(Continued  from  page  11) 

a  hit,  Cadillac  may  decide  to  take 
the  small-car  plunge,  too.  Needless 
to  say,  General  Motors  marketers, 
who  have  so  carefully  nurtured  the 
big,  expensive  image  of  Cadillac, 
aren't  eager  to  tinker  with  the  ex- 
tremely successful  and  profitable 
Cadillac  formula.  Caddy  sales  in 
1971  will  probably  reach  a  record 
255.000.  at  least  SI. 2  billion  worth. 
But  sales  of  smaller  foreign  lu\ui\ 
cars,  like  the  BMW  and  Jaguar 
and  especially  Mercedes-Benz,  arc 
■  ing  rapidly.  Thus,  maybe  small 
Cadillacs,  like  small  Fords  and 
Chevrolets,  arc  needed  in  the  im- 
port battle. 

Leisure  by  the  Glassful 

Every  industry,  lias  its  own  sta- 
tistical indicators:  In  baby  foods  it's 
the  birth  rate;  in  autos,  the  scrap- 
pane  rate;  and  in  beverages  it's  lei- 
sure time.  When  people  watch  tele- 
vision, listen  to  the  radio  or  other- 
wise relax,  they  are  apt  to  ha\r  a 
drink,  be  it  Liquor,  beer  or  soda. 
The  U.S.  Brewers  Assn.  figures  that 

adult  Americans  now  average  about 
50  leisure-time  hours  each  week. 
or  2.600  hours  a  year.  Nearly  half, 
1.200  hours,  are  spent  watching 
TV.  Listening  to  the  radio  con- 
sumes around  900  hours,  with  the 
balance  devoted  to  newspapers, 
magazines  and  records.  Beverage 
industry  executives  say  that  about 
of  this  leisure  time  is  compati- 
ble with  drinking  their  products. 
That  amounts  to  nearly  2,000 
drinking  hours  a  year— not  counting 
"business"  lunches. 

"Dragon  Slayer's"  Reward 

It  isn't  the  Golden  Fleece  exact- 
1> ,  but  even  backhanded  praise  for 
Consumer  Reports  car  test's  from 
Ward's  Auto  World  is  not  to  be 
ignored.  Although  Ward's  criticizes 
CR's  suspicious  view  of  the  auto  in- 
dustry in  a  recent  cover  story,  it 
admits  that  the  crusading  consum- 
ers' guide  "operates  perhaps  the 
best  independent  automotive  test 
program  in  the  U.S."  at  its  Orange, 
Conn.  Auto  Test  Center.  The  test 
facility,  under  the  direction  of  Rob- 
ert Knoll,  conducts  its  work  "more 
seriously  and  more  impartially  than 
any  other,"  topping  even  Detroit 
test  standards,  says  Ward's.   ■ 
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Agency:   Albert  Frank-Guenther  Law, 
Inc. 

ALLSTATE   ENTERPRISES 

STOCK  FUND,  INC.        59 

Agency:   Leo  Burnett  Company  Inc. 
Advertising 

□    ALLSTATE   INSURANCE   COMPANIES        16 

Agency:    Leo  Burnett  Company  Inc. 
Advertising 

AMERICAN  GAS  ASSOCIATION,   INC.         10 

Agency:   Ketchum.  MacLeod  & 
Grove,  Inc. 

Q    AMFAC,    INC.  27 

Agency:    Hill  and  Knowlton,  Inc. 

ARVIDA    CORPORATION  38 

Agency:    Bailey  Campbell  Advertising, 
Inc. 

■::■    BANKERS  TRUST  COMPANY    15 

Agency:   Doyle  Dane  Bernbach  Inc. 

#  BUREAU  OF  INTERNATIONAL 
COMMERCE  9 

Agency:    Marsteller  Inc. 

#  CHEMICAL  BANK 3rd  Cover 

Agency:    Benton  &  Bowles,  Inc. 


DOW  THEORY   FORECASTS,    INC. 

Agency:   Thomas  &  Lee  Advertising 
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DREXEL     FIRESTONE     INCORPORATED   52 

Agency:   Doremus  &  Company 


D    LIONEL  D.  EDIE  &  COMPANY, 
INC. 

Agency:    Ogilvy  &  Mather  Inc. 


ENERGY    FUND,    INC. 

Agency:    The  Leo  Baron  Agency  Inc 
Advertising 


FIELD    &   STREAM  

Agency:  Madison/Mitchell,  Inc. 
Advertising 


50  &  60 
61 


45 


FORBES    MAGAZINE     53 

D    FORR    INTERNATIONAL     63 

Agency:    FRA  International.  Inc. 

□    FRUEHAUF  CORPORATION    25 

Agency:    Burton  Sohigian  Inc. 

GENERAL   AMERICAN 

TRANSPORTATION    CORPORATION     .  .    41 

Agency:   Edward  H.  Weiss  and 
Company 

THE  GREYHOUND  CORPORATION 3 

Agency:   Grey-North  Inc. 

GROWTH    FUND  RESEARCH,    INC.        .59 

Agency:    Leland  Hill  Advertising 

GROWTH   INDUSTRY  SHARES,   INC.    .58 

Agency:    Hoffman-York,  Inc. 

HALSEY,  STUART  &  CO.    INC.    64 

Agency:   Doremus  &  Company 


#    JAPAN  AIR  LINES  CO.,  LTD. 

Agency:   Ketchum,  MacLeod  & 
Grove  Inc. 
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KIDDER,    PEABODY   &   CO. 

INCORPORATED   54 

Agency:  Schneider,  Smith,  Wilbur,  Inc. 

LOS  WIGWAM   WEAVERS    63 

Agency:   Dunshee  and  Company 

THE  MAGNAVOX   COMPANY    33 

Agency:   Rosenfeld,  Sirowitz  & 
Lawson,  Inc. 


MEXLETTER       62 

Agency:  Kenyon  &  Eckhardt  De  Mexico, 
S.  A.  de  C.  V. 

MANSFIELD  MILLS,   INC 59 

Agency:   The  Bowes  Company 

NEW  COUNCIL  FOR  ADVERTISING     42-43 

Agency:   Tatham-Laird  &  Kudner,  Inc. 

NORTHERN   NATURAL  GAS  COMPANY   37 

Agency:    Bozell  &  Jacobs,  Inc. 

THE   PADDINGTON    CORPORATION 
(ROYAL  AGES  SCOTCH)    8 

Agency:    Martin  Landey,  Arlow 
Advertising  Inc. 


PHELPS  DODGE   INDUSTRIES,  INC.    . 

Agency:   Compton  Advertising,  Inc. 
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-,'?    PITNEY  BOWES 31 

Agency:   deGarmo  Inc.  Advertising 


ROWE   PRICE   NEW   ERA 

FUND,    INC 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

T.    ROWE   PRICE   GROWTH 

STOCK  FUND,    INC 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 


58 


60 


PUBLIC   SERVICE   ELECTRIC 

AND  GAS  COMPANY     63 

Agency:   Doremus  &  Company 

RCA    CORPORATION  4 

Agency:  J.  Walter  Thompson  Company 

■-,[-    SCM  BUSINESS  EQUIPMENT 

DIVISION    OF    SCM    CORPORATION     .  .    12 

Agency:    Richard  K.  Manoff  Inc. 

D   ST.  JOE    MINERALS  CORPORATION    .  .    39 

Agency:   Emil  Mark  &  Co.,  Inc. 


SALOMON  BROTHERS 47 

Agency:   Doremus  &  Company 


SCHENLEY    IMPORT  COMPANY 

DEWAR'S   "WHITE    LABEL" 

SCOTCH   WHISKY  Back   Cover 

Agency:   Leo  Burnett  Company  Inc. 
Advertising 

SCHENLEY   IMPORT  COMPANY 
PLYMOUTH    GIN  11 

Agency:   The  Shaller-Rubin  Company, 
Inc. 

SOMERSET   IMPORTERS,    LTD. 

JOHNNIE   WALKER 

BLACK   LABEL  2nd  Cover 

Agency:  Smith/Greenland  Company 
Incorporated 

STOCK  MARKET  INSTITUTE   INC.  61 

Agency:  Kalom/Cohen/Greenbaum/ 
Inc. 

□   TEXACO    INC.    6 

Agency:   Benton  &  Bowles,  Inc. 

UNITED  STATES   FIDELITY 

AND   GUARANTY    COMPANY     61 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

UTAH   POWER  &  LIGHT  CO.    61 

Agency:   Gillham  Advertising,  Inc. 


THE  VALUE   LINE 

INVESTMENT    SURVEY    

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


Winter    tames    man,    woman    and 
beast.  —Shakespeare 


Every  person  is  responsible  for  all 
the  good  within  the  scope  of  his  abil- 
ities, and  for  no  more,  and  none  can 
tell  whose  sphere  is  the  largest. 

—Gail  Hamilton 


Charity     begins     at     hame,      but 
shouldna  end  there. 

—Scottish  Proverb 


He  who  has  never  denied  himself 
for  the  sake  of  giving,  has  but  glanced 
at  the  joys  of  charity. 

—Anne  Swetchine 


A  man  should  always  consider  how 
much  he  has  more  than  he  wants  and 
how  much  more  unhappy  he  might 
be  than  he  really  is. 

—Joseph  Addison 


The  heart  of  the  giver  makes  the 
gift  dear  and  precious. 

—Martin  Luther 


Who  will  not  give  some  portion  of 
his  ease  ...  for  others'  good,  is  a 
poor,  frozen  churl. 

—Joanna  Baillie 


A  good  deal  of  philanthropy  arises 
in  general  from  mere  vanity  and  love 
of  distinction  gilded  over  to  others  and 
to  themselves  with  some  show  of  ben- 
evolent sentiment.      —Walter  Scott 


B.  C.  FORBES 

Christmas  is  glorious.  I  love 
the  season,  the  Spirit  of  Christ- 
mas. If  your  heart  is  in  the  right 
place,  it  affords  you  appropri- 
ate opportunity  to  do  things  for 
others,  to  express  your  good 
will,  to  let  yourself  go  sentimen- 
tally, philanthropically. 

The  Christmas  Spirit  brings 
home  to  us— or  should  bring 
home  to  us— the  profound  Bibli- 
cal truth  that  "it  is  more  blessed 
to  give  than  to  receive."  Any- 
thing which  inspires  unselfish- 
ness makes  for  our  ennoblement. 
Christmas  does  that. 

I  am  all  for  Christmas. 


Every  mile  is  two  in  winter. 

—George  Herbert 


Will  you  help  to  make  today  more 
pleasant  for  someone,  or  more  mis- 
erable? If  the  former,  your  day  too 
will  be  more  pleasant;  if  the  latter,  it 
too  will  be  miserable. 

—John  W.  Vogel 


God  is  not  kind  to  those  who  are 
not  kind  to  others. 

—Arabian  Proverb 


To  devote  a  portion  of  one's  leisure 

to  doing  something  for  someone  else  is 

one  of  the  highest  forms  of  recreation. 

—Gerald  B.  Fitzgerald 


He  is  truly  great  who  hath  a  great 
charity.  —Thomas  a  Kempis 


I  believe  that  love  is  the  greatest 
thing  in  the  world;  that  it  alone  can 
overcome  hate;  that  right  can  and  will 
triumph  over  might. 

—John  D.  Rockefeller  Jr. 


The  happiness  of  this  life  depends 
less  on  what  befalls  you  than  the  way 
in  which  you  take  it. 

—Elbert  Hubbard 


Whatever  you  have  received  more 
than  others— in  health,  in  talents,  in 
ability,  in  success,  in  a  pleasant  child- 
hood, in  harmonious  conditions  of 
home  life— all  this  you  must  not  take 
to  yourself  as  a  matter  of  course.  In 
gratitude  for  your  good  fortune,  you 
must  render  in  return  some  sacrifice 
of  your  own  life  for  another  life. 

—Albert  Schweitzer 


Nobody    does    good    to    men    with 
impunity.  — Auguste    Bodin 


He  hath  riches  sufficient,  who  hath 
enough  to  be  charitable. 

—Thomas  Browne 


The  kindness  and  charity  of  the 
poor  to  their  kin  is  perhaps  the  most 
sublime  tribute  to  the  essential  good- 
ness of  mankind. 

—William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  John  E.  Feulner,  West 
Chicago,  III.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


But  whoso  hath  this  world's  good, 
and  seeth  his  brother  have  need,  and 
shutteth  up  his  bowels  of  compassion 
from  him,  how  dwelleth  the  love  of 
God  in  him?  —I  John  3: 17 
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